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7. Glossary 
Term Definition 

100 Point Check The total number of document identification points required to verify 
someone’s identity. 

Agent A person acting or purporting to act on behalf of a customer of the 
reporting entity. 

The Act With reference to this document: the Act is defined as the Anti-
Money Laundering and Counter-Terrorism Financing Act 2006. 

AML/CTF Anti-money laundering and counter-terrorism financing. 

ASIC Australian Securities and Investments Commission. 

Asset location Asset location is the geographical location of the asset that is to be 
purchased. 

Association Where two or more people come together for one or more common 
purposes and who have mutual duties and obligations. Incorporated 
Associations are a separate legal entity from their members, whereas 
unincorporated associations do not have this distinction. 

ASX Australian Securities Exchange. 

AUSTRAC The Australian Transaction Reports and Analysis Centre. It  is 
Australia’s AML/CTF regulator and financial intelligence unit. 

Bare Trust Where there is only one Trustee, one legally competent beneficiary 
and no specified obligations and the beneficiary has complete control 
of the Trustee. 

Company number This is the unique nine digit Australian Company Number (ACN) 
which is issued by Australian Securities & Investments Commission. 

CDD/Customer Due 
Diligence 

An obligation on reporting entities to monitor customers’ 
transactions, for the purpose of identifying suspicious transactions or 
matters 

Company principal place of 
business 

The address of the principal place of business and where the main 
operations of the business would be run from. 

Declared Occupation Details of occupation required to be collected for higher risk 
individuals as Additional Information. 

Declared Source of Wealth Details of where funds originate from (e.g. employment payments) to 
pay for a financial product (e.g. a loan). Required to be collected for 
higher risk individuals. 

Designated Service The AML/CTF legislative package imposes obligations on 
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businesses or individuals offering specific services that could be 
exploited to launder money or to finance terrorism. These businesses 
might be banks, credit unions, hire purchase companies, 
superannuation fund managers or foreign exchange dealers. They can 
also be highly specialised operations such as asset managers, 
custodial service companies and gambling enterprises, including 
bookmakers.  

These businesses or individuals are required to undertake AML/CTF 
obligations only when they provide ‘designated services’ under the 
Act. Examples include: 

• opening an account 

• accepting money on deposit 

• making a loan 

• issuing a debit card 

• issuing travellers’ cheques, and 

• sending and receiving instructions on electronic funds 
transfers.  

These industry sectors become ‘reporting entities’ under the Act only 
when they provide ‘designated services’.  Such services include 
opening an account; accepting deposits; making a loan; issuing, 
acquiring or disposing of a bill of exchange, a promissory note or a 
letter of credit; issuing a debit or stored value card; issuing travellers 
cheques; and sending and receiving electronic funds transfer 
instructions.  

For the gambling sector, designated services include receiving or 
accepting a bet; placing or making a bet; allowing a person to play a 
game on an electronic gaming machine; paying out betting winnings; 
and exchanging money for gaming chips or tokens.  

Disclosure Certificate Used to verify beneficial ownership information and relates to 
companies and trusts. 

Discretionary trust A private trust set up by an individual or individuals (often a family) 
either to: 

• hold property or investments, or  
• run a business.  

In virtually all cases the Trust Deed gives absolute discretion to the 
Trustee to distribute both income and capital among the beneficiaries 
as he or she sees fit. 

Exchange A market in which securities, commodities, options or futures are 
traded. 

FATF The Financial Action Task Force (FATF) is an inter-
governmental body whose purpose is the development and 
promotion of national and international policies to combat 
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money laundering and terrorism financing. 

FIU Financial Intelligent Unit - a central, national agency responsible for 
receiving (and, as permitted, requesting), analysing and 
disseminating to the competent authorities, disclosures of financial 
information:  
1. concerning suspected proceeds of crime, or 
2. required by national legislation or regulation, in order to counter 
money laundering. 
(Statement of Purpose of the Egmont Group of Financial Intelligence 
Units) 

Fixed Trust A Trust where persons have fixed entitlements to all of the income 
and capital of the Trust. 

Hybrid Trust A Trust which has both discretionary and fixed characteristics. The 
fixed entitlements to capital or income are dealt with via “special 
units” which the trustee has power to issue. 

Identification The requirement to collect material from the client, or other sources, 
that provide information relating to the identity of that client. 

Integration The mingling of the illicit funds into the legitimate economy; 
launderers will look to invest or enjoy wealth in a similar way to 
other, legitimate customers.  The high quality of service, range of 
products and investment opportunities provided by brokers may be 
attractive to those seeking to launder money.  

KYC/Know Your Customer KYC policy refers to your financial institution's set of policies that 
are directed towards ensuring that you can effectively identify, verify 
and monitor your customers and the financial transactions engaged in 
by your customers.  
The objectives of the KYC policy are:  
1. accept only legitimate customers. 
2. identify customers to understand the potential risks they pose. 
3. monitor customer accounts and transactions for illegal activities. 
4. implement risk management processes to effectively manage 
customer-driven risk. 

Layering The creation of complex networks of transactions in an attempt to 
obscure a link between the origin of illicit funds and their eventual 
destination; launderers will attempt to move money to confuse 
investigators. 

Listed Public Company A public company that is listed on a stock exchange, e.g. the ASX. 

Mitigate To make less severe. 

ML/Money Laundering Money laundering is the disguising of the proceeds of a wide range 
of crimes (including drug trafficking, tax evasion and corruption), in 
order to make those proceeds appear legitimate. 

 

 
27



MORTGAGE & FINANCE ASSOCIATION OF AUSTRALIA MFAA AML STANDARDS  
 

Partnership An association of persons carrying on a business as partners or in 
receipt of income jointly, but does not include a company. 

Placement The initial point of entry of criminal funds into the financial system; 
criminal proceeds will often be in cash (use of cash is still frequent 
among criminal organisations) and money launderers will try to place 
funds into financial products or other assets.  

Private Company A legal entity set up to either hold investments or engage in business. 
Features of a private company are: 

• there are between one and 50 shareholders,  
• the directors' approval may be required before the shares are 

sold,  
• shares cannot be offered for sale to the general public, and  
• often the income support recipient and their partner are the 

only shareholders and directors of the company.  

Registered Cooperative Registered co-operatives are businesses that are member-owned, 
controlled and used and are registered at the appropriate state or 
territory level. 

Reporting Entity A reporting entity is an organisation (or individual) who provides a 
`designated service' as defined in the AML/CTF Act. Reporting 
entities are required to collect personal information about their 
customers, and/or to report information to AUSTRAC. Examples of 
reporting entities include banks and other financial institutions, 
remittance service providers and foreign exchange dealers. 

RBA/Risk Based Approach 

 

This approach is based on allowing businesses affected by the Act to 
assess and mitigate their money laundering and terrorism financing 
(ML/TF) risk and to therefore allow each of them to choose to 
concentrate their resources on areas where their ML/TF risk is 
higher. 

Security location Security location is the geographical location where the security 
physically exists. 

Source of repayment funds The source of funds that are to be used to repay the financial product 

Superannuation Trust A superannuation fund. 

Supranational An international organisation, or union, where member states share in 
the decision-making and vote on issues pertaining to the wider 
grouping, regardless of jurisdiction and interests. 

Tax Evasion Tax evasion vs. Tax avoidance.  

Tax evasion is the practice of performing illegal activities to 
intentionally avoid paying taxes. Tax avoidance is a legal planned 
strategy to pay less tax. 

TF/Terrorism Financing Terrorism financing is often, though not invariably, generated by 
illegal means; and methods and techniques similar to money 
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laundering are used to make money available for terrorist purposes.  
Unlike money laundering, however, terrorism financing can involve 
legitimate monies if it is destined to be used for terrorist causes. 

Trust A trust is a legal entity or arrangement in which assets (typically 
financial assets and securities) are held by the Trustee ‘on trust’ for 
the benefit of another person or group of persons (the beneficiaries). 

Unincorporated Business A business where each person is liable for the debts and liabilities of 
the business and which is not a legal entity separate from its 
members.  

Unit Trust An investment product where investors pool their money with that of 
other investors in a fund so that the fund can buy a wide range of 
investments. These investments are managed by a professional fund 
manager who makes the investment decisions. Also known as a 
managed fund or managed investment scheme. 

Verification The process where details provided by the client are checked and 
confirmed against independent and reliable sources. 
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