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MARCH 2026               These examples are for educational purposes only and are not legal advice. This is not a prescriptive standard, threshold, or compliance checklist. Each legal practice must develop its own risk factors based on its unique client base, designated services, geographic exposure and risks arising from known ML/TF typologies relevant to its operations.




What level of due diligence should I apply? 
	          Indicative levels of due diligence to apply
	         Examples of when to apply 
	                                                  Examples of specific due diligences to apply 

	Low
	Simplified Due Diligence
Basic ID verification and information collected to appropriately determine client’s identity and ML/TF risk factors.
	When the client, service, delivery method and jurisdiction all present low risk, or when a high or medium risk rating isn’t warranted.
	· Verify the client’s identity using reliable documentation[footnoteRef:2]  [2:  Verification obligations, including standard and full verification procedures, are set out in the Anti-Money Laundering and Counter-Terrorism Financing Rules Instrument 2007 (No 1) (Cth), rr 4.9.1–4.9.3.] 

· Simplified verification may apply to determining beneficial ownership[footnoteRef:3] [3:  Simplified verification obligations, including reduced verification of beneficial ownership for low-risk customers, are permitted under the AML/CTF Rules rr4.3.8 and 4.4.8. ] 

· Obtain basic explanations of the purpose of the service 
· No independent verification of source of funds is required
	· Confirm nothing triggers medium or high-risk conditions, including conducting baseline client screening/checks where relevant (e.g. sanctions, PEP and adverse media)
· Apply ongoing customer due diligence during the course of engagement/matter.[footnoteRef:4]  [4:  Ongoing customer due diligence obligations, including monitoring and reviewing transactions and client behaviour, are imposed by the Anti-Money Laundering and Counter-Terrorism Financing Act 2006 (Cth), ss 36–37.] 


	Medium
	Standard Customer Due Diligence (CDD)
Additional ID verification and information collected to form reasonable confidence in client’s identity and ML/TF risk factors.
	When the client, service, delivery method and jurisdiction present:
· at least 2 medium risk factors or 
· the information you obtain otherwise warrants this rating.
	· Identify and verify the client and beneficial owners to the full standard required[footnoteRef:5]  [5:  Customer due diligence requirements are provided in the AML/CTF Rules, including rr 4.2.2 and 4.9.3(2).] 

· Understand the purpose and expected nature of the service
· Confirm nothing triggers high risk conditions, including conducting appropriate client screening/checks for all key risk factors (e.g. sanctions, PEP, adverse media, corporate registry searches, VEVO)
	· Obtain information, documents and evidence necessary to form a reasonable confidence in the source and origin of the funds for the transaction[footnoteRef:6]  [6:  Beneficial ownership identification obligations for companies and trusts are prescribed in the AML/CTF Rules, rr 4.3.4–4.3.8, 4.4.2–4.4.6 and 4.4.8.] 

· Apply ongoing customer due diligence during the course of engagement/matter.

	High
	Enhanced Customer Due Diligence (ECDD)
Additional information collected to gain confidence in client’s identity and ML/TF risk factors, with deeper checks to validate legitimacy and source of funds/wealth. 
	When the client, service, delivery method and jurisdiction present:
· one or more high-risk factor or 
· the information you obtain otherwise warrants this rating (for example, risk indicators suggest information may be relevant to a crime or a person is not who they claim to be).
	· Obtain additional, independent and reliable evidence to verify identity and beneficial ownership[footnoteRef:7] [7:  Enhanced customer due diligence obligations, including obtaining reliable independent documentation and considering source of funds or wealth, are set out in AML/CTF Rules r 4.12.] 

· Collect documentary evidence of source of funds and, if relevant, source of wealth 
· Establish if the client’s history, circumstances or behaviours indicate likely involvement in ML/TF, including conducting broad client screening/checks, and consideration of known risks and typologies. 
· Examine the legitimacy of the transaction and payment flows and apply intensified ongoing customer due diligence[footnoteRef:8] [8:  Additional procedural requirements for ongoing due diligence are supported by the AML/CTF Rules, including rr 9.1, 3.5.7 and 4.15.1–4.15.4.] 

	· Escalate to AML/CTF Compliance Officer and consider submitting a Suspicious Matter Report (SMR) to AUSTRAC concisely articulating the reasons for your suspicion with clear and documented evidence  
Consider exiting the client if risk(s) cannot be mitigated, ensuring you following the prohibition on tipping off if report is made to police or SMR is submitted.[footnoteRef:9]If client is retained, apply ongoing customer due diligence during course of engagement/matter. [9:  Tipping off a client or any person of a potential investigation, suspicious matter report or suspicion formed may amount to an offence under s123 of the AML/CTF Act. If convicted, the maximum penalty for tipping off is imprisonment for two years, or 120 penalty units, or both.   
] 



The following are examples of when you might wish to apply further due diligence to a client, based on AUSTRAC guidance and relevant sections of the Anti‑Money Laundering 
and Counter‑Terrorism Financing Act 2006 and Anti-Money Laundering and Counter-Terrorism Financing Rules Instrument 2007 (No. 1).
Risk-based application of customer due diligence (EXAMPLES ONLY)
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