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Anti-Money Laundering and Counter-Financing of Terrorism
AML/CFT Legal Obligations for Accountants
Dr. Talal Abu-Ghazaleh

-

ANTI- MoNEy LAUNDERING
& COUNTER FINANCING
OF TERRORISH

The Financial Action Task Force (FATF), the
global money laundering and terrorist financing
watchdog, first introduced in 2017 a guidance
document titled “Risk Based Approach to
Combating Money Laundering and Terrorism
Financing,” outlining the importance of
implementing the risk-based approach as part
of the Anti-Money Laundering/Countering the
Financing of Terrorism (AML/CFT) program
in international banking and other sectors.
This document was revised in 2019. The FATF
Recommendations 10, 11, 12, 15, 17, 18 to
23 apply to all Designated Non-Financial
Businesses and Professions (DNFBPs) including
accountants. In the case of accountants, these
Recommendations apply in the following
situations:-
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* Buying and selling of real estate;

* Managing of client money, securities, or
other assets;

* Management of bank, savings, or securities
accounts;

* Organization of contributions to the creation,
operation, or management of companies; and

* Creation, operation, or management of legal
persons or arrangements and buying and
selling of business entities.

The objectives of the FATF Recommendations,
as they relate to accounting professionals,
are consistent with their ethical obligation as
professionals to avoid assisting criminals or
facilitating criminal activity.
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1. Accountants Should Know their ML

/TF Risks

The Arab region is at risk of being targeted
by international criminal networks to inject
the proceeds of crime into the international
financial system. Money laundering and
financing of terrorism are not solely
international crimes. Domestic criminals use
a variety of methods to conceal the proceeds
of their criminal activities from authorities in
the Arab countries.

Undetected financial crime reduces the
integrity of mnational and international
financial systems, distorts the economy
and diminishes opportunities for legitimate
economic activities. Governments lose tax
revenue, while people are rewarded for
criminal behavior.

Using  accounting  professionals  is
attractive to some criminals because these
professionals are required for the completion
of certain kinds of transactions and because
their specialized skills can be misused to
assist in the laundering of criminal proceeds
or funding terrorism. Accountants can add
respectability and a veneer of legitimacy to
transactions.

Therefore, accountants and other
professionals are encouraged to develop
an understanding of the ML/TF risks in the

wider sectors and industries in which they
have business dealings with as well. Given
these risks and the FATF recommendations,
gatekeeper professions are chosen to be
engaged in the collective efforts to deter and
detect these crimes. The more eyes and ears
attuned to the indicators (or red flags) of
these crime types, the more likely people will
struggle to benefit financially from criminal
activities. By expanding the AML/CFT
system to include the gatekeeper professions,
the TASCA aims to help that gatekeepers
better to protect themselves from customers
who launder money and finance terrorism.

. Risk-based Approach Should be Adopted

The Risk-Based Approach (RBA) to Anti-
Money Laundering/Countering the Financing
of Terrorism (AML/CFT) is fundamental to
the effective implementation of the FATF
Recommendations. It requires countries,
competent authorities, and Designated
Non-Financial Businesses and Professions
(DNFBPs), including accountants, to
implement a Risk-based Approach (RBA)
to:-
1. Identify the existence of risk(s) the
profession is exposed to;
2. Undertake an assessment of the risk(s);
Understand the impact of the risk, and
4. Develop strategies to manage and mitigate
the identified risk(s).

[98)

Figure 4: Risk-based Approach Implementation Groundwork
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For accountants, identifying and maintaining
an understanding of the ML/TF risk faced by
the sector as well as specific to their services,
client base, the jurisdictions in which they
operate, and the effectiveness of actual and
potential risk controls that are or can be
put in place, will require the investment of
resources and training.

The RBA is not a “zero failure” approach;
there may be occasions where an
accountancy practice has taken reasonable
and proportionate AML/CFT measures to
identify and mitigate risks, but is still used
for ML or TF purposes in isolated instances.
Although there are limits to any RBA, ML/TF
is areal and serious problem that accountants
must address so that they do not, unwittingly
or otherwise, encourage or facilitate it.

. The Rationale for the Risk-based

Approach

The RBA allows countries, within the
framework of the FATF requirements, to
adopt a more tailored set of measures in order
to target their resources more effectively and
efficiently and apply preventive measures
that are commensurate with the nature of
risks.

In 2012, the FATF updated its
Recommendations to keep pace with evolving
risks and strengthen global safeguards. Its
purposes remain to protect the integrity of the
financial system by providing governments
with updated tools needed to take action
against financial crime.

There was an increased emphasis on the
RBA to AML/CFT, especially in preventive
measures and supervision. Though the
2003 Recommendations provided for the
application of a RBA in some areas, the 2012
Recommendations considered the RBA to be
an essential foundation of a country’s AML/
CFT framework.

iascasociety.org | 3

The application ofaRBA s therefore essential
for the effective implementation of the FATF
Standards by countries and accountants.

. Develop an AML/CFT Program

Accountants (auditors) shall develop an
AML/CFT program, considering AML/CFT
risks; size, complexity, and nature of the
businesses. The design and implementation
of such compliance program is a prerequisite
to ensure compliance with the provisions
of the AML/CFT Law and meeting all the
obligations related to the verification of the
customers’ 1identity, record-keeping, and
reporting.

The program shall include internal policies,
procedures, systems, and controls aiming at
preventing ML and TF, such as the following:-

» Appropriate compliance management
arrangements, including the appointment
of a compliance officer at the office level.

* Adequate screening procedures to ensure
high standards of efficiency and integrity
when appointing or employing officers
and employees.

* Appropriate ongoing training program
for officers and employees.

* Independent audit and review function to
test compliance with AML/CFT policies,
procedures, systems, and controls.

* Appropriate and ongoing review and
assessment of policies.

In practice, the accountant shall develop
guidance on procedures, systems, and
internal controls, aiming at combating money
laundering and terrorism financing, provided
that it should be disseminated to the relevant
employees in order to understand and apply
the related requirements.

A. Appointing a Compliance Officer: The
compliance officer is responsible for
overseeing and managing the regulated
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entity’s compliance with the AML/CFT
requirements stipulated in the AML/CFT
Law, and its Implementing Regulations.
The compliance officer shall particularly
prepareand submit Suspicious Transaction
Reports (STRs) to the regulator or any
relevant governmental body stated in each
country’s law; and shall be responsible for
the effective implementation of the AML/
CFT Program (ensuring that appropriate
policies, procedures, systems, and
controls are established and developed on
a regular basis, risk assessments, audit,
and review is conducted to ensure the
effectiveness of this Program).

If the accountant is a natural person
exercising his activity in an individual
establishment or office, he should
personallyundertaketheresponsibilities of
the seniormanagementand the compliance
officer, within his establishment or office,
and may designate one of his qualified
employees as a compliance officer. If
the accountant is exercising his duties
under a joint liability company, branch
of a company, or a non-local accounting
office, the management of the company
should appoint a compliance officer to
manage the company’s compliance with
AML/CFT requirements, and submit
STRs to the related regulator.

. Establishment of Policies, Procedures,

and Internal Controls to Ensure

Compliance: The accountant, as a

DNFBP, shall develop and implement

written policies, programs, and controls

to ensure compliance with AML/CFT
requirements. Such controls must be:-

* In a written form and made available
to the concerned entities.

» Updated to keep pace with the latest
applicable legislations and non-
compliance cases reported, and
outcomes of the independent review
and testing.

* Approved by the senior management.
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Generally, policies, procedures, and
controls include all the obligations
of the auditors and cases in which a
particular procedure or measure is to
be taken; in addition to the information
that must be disclosed, documented, or
taken into account; the measures taken
and implemented to ensure compliance,
the compliance timeframe, disclosure
or reporting obligations and relevant
methods.

. Development of an Ongoing Training

Program: The accountant, as a DNFBP,
must develop an appropriate training
program for officers and employees,
to be fully aware of their obligations
by virtue of the AML/CFT Law and its
Implementing Regulations, and of the
responsibilities that may be incurred in
case of involvement in ML and TF or non-
compliance with such obligations, and of
the threats, patterns, and trends of ML
and TF, and of how to detect suspicious
transactions and take relevant actions.

The training program should also ensure
that the accountants, auditors, officers,
and employees are well acquainted with
the procedures, controls, and policies
adopted by the office to manage and
mitigate ML and TF, in addition to the
role of the compliance officer and the
importance of applying Customer Due
Diligence (CDD) measures and ongoing
monitoring.

The accountant shall decide on the best
training method, taking into account
the size of the office. Several methods
can be adopted such as face-to-face
training, e-learning, self-learning, or a
combination of more than one method.
The auditor, however, should document
the training program, for example
by keeping a record of the training
attendance. It would be advisable if
the training programs are supported
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. Independent Audit

by a test (simplified test) to ensure
staff is understanding of the relevant
content. Moreover, the program shall
take into account the different needs of
officers and employees, their expertise,
qualifications, capacities, tasks, the
level of supervision they are subject
to (the extent of their independence
while performing their functions), and
the size of business and the ML/TF
risks. The accountant, as a DNFBP,
shall update the training program to
ensure its compliance with the amended
applicable legislations and relevant
implementing regulations, as well as
the applicable international standards
and the emerging typologies of ML.

. Adequate Screening Procedures to

Ensure High Standards of Integrity
when Appointing Employees: The
accountant, as a DNFBP, shall develop
adequate screening procedures to
ensure high standards of efficiency and
integrity when appointing or employing
officers and employees, as stipulated
in the AML/CFT Rules. Enhanced
screening procedures must be adopted in
particular for individuals entrusted with
a prominent role or position at the office
of the auditor. In order to comply with
this requirement, the auditor should,
before appointing officers or employees,
obtain information and references
about the individual, his employment
background, and qualifications,
and confirm whether any criminal
convictions or disciplinary sanctions are
taken against such individual.

and Review
Function to Test AML/CFT Program:
The accountant, as a DNFBP, should
carry out periodic assessment to ensure
the effectiveness of the components of
the AML/CFT program: policies and
procedures, ongoing training program,
and risk assessment. This review aims at
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evaluating and documenting deficiencies
and shortcomings of the AML/CFT
program for future remedial actions.
The review can be conducted by an
independent and competent internal or
external auditor, qualified to conduct the
assessment. If the auditor is internal, he
shall be sufficiently independent from
the sections in charge of the office’s
operations, and not directly involved
in the implementation of the activities
related to the compliance program, and
have a direct line of communication to the
auditor (the natural person), the Board or
the Chief Executive.

The methods carried out to test the
effectiveness of the AML/CFT program
vary depending on the scale of activity
of the auditor’s office or company, the
complexity of operations conducted, and
the nature of customers. The review must
be conducted regularly at least once every
two (2) years.

5. Develop Checklists to Help Accountants

Evaluate their Risks

Countries should develop their own checklists
to help accountants evaluate the risks related
to their sectors, clients, and jurisdictions in
which they operate.

. Guidance for Supervisors

This short section explains the regulatory
approach you can expect from your AML/
CFT supervisors. This is to ensure that the
AML/CFT system operates in a robust
manner and that criminals seeking to launder
money and finance terrorism are detected and
deterred. More details can be found in the
FATF Guidance for a Risk-Based Approach
for the Accounting Profession issued in June
2019.

FATF Recommendation 28 (R.28) requires
that accountants are subject to adequate AML/
CFT regulation and supervision. Supervisors
and Self-Regulatory Bodies (SRBs) must
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ensure that accountants are implementing
their obligations under R.1.

A risk-based approach to AML/CFT means
that measures taken to reduce ML/TF are
proportionate to the risks. Supervisors and
SRBs should supervise more effectively by
allocating resources to areas of higher ML/
TF risk.

R.28 requires that accountants are subject
to adequate AML/CFT regulation and
supervision, while it 1s each country’s
responsibility to ensure there is an adequate
national framework in place in relation to the
regulation and supervision of accountants,
any relevant supervisors, and SRBs should
have a clear understanding of the ML/TF
risks present in the relevant jurisdiction.

According to R. 28, countries can designate
a competent authority or SRB to ensure that
accountants are subject to effective oversight,
provided that such an SRB can ensure that
its members comply with their obligations to
combat ML/TF.

ASRBisabodyrepresentingaprofession(e.g.
accountants, legal professionals, notaries,
other independent legal professionals, or
TCSPs made up of member professionals,
which has a role (either exclusive or in
conjunction with other entities) in regulating
the persons that are qualified to enter and
who practice in the profession. A SRB also
performs supervisory or monitoring functions
(e.g. enforcing rules to ensure that high
ethical and moral standards are maintained
by those practicing the profession).

and SRBs
powers to

should have
perform their

Supervisors
appropriate
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supervisory functions (including powers to
monitor and impose effective, proportionate,
and dissuasive sanctions), and adequate
financial, human, and technical resources.

Supervisors and SRBs should determine the
frequency and intensity of their supervisory
or monitoring actions on accountants on
the basis of their understanding of the ML/
TF risks, and taking into consideration
the characteristics of the accountants, in
particular their diversity and number.

Countries should ensure that supervisors
and SRBs are as equipped as competent
authorities in identifying and sanctioning
non-compliance by its members.

Countries should also ensure that SRBs are
well-informed about the importance of AML/
CFT supervision, including enforcement
actions as needed.

Countries should also address the risk that
AML/CFT supervision by SRBs could
be hampered by conflicting objectives
pertaining to the SRB’s role in representing
their members, while also being obligated to
supervise them. If a SRB contains members
of the supervised population or represents
those people, the relevant persons should
not continue to take part in the monitoring/
supervision of their practice/firm to avoid
conflicts of interest.

Supervisors and SRBs should clearly
allocate responsibility for managing AML/
CFT-related activity, where they are also
responsible for other regulatory areas
understanding ML/TF risk.
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TASCA Participates in Job Fairs

AMMAN - The International Arab Society of
Certified Accountants (IASCA) participated in
job fairs held at the University of Jordan, Isra,
Middle East, and Philadelphia Universities.

The participation in such events comes as part
of IASCA’s social responsibility, attributed to
its role in working together with professional
organizations to support graduates of
Jordanian universities.

Through the job fairs, IASCA was keen to
introduce its qualifying professional programs
and briefed the students and visitors on the
services and training courses it provides, in
addition to helping the students recognize how to
benefit from these courses and prepare for
careers of the future.

IASCA’s booth attracted a large number of
visitors who were interested in the professional
training courses it offers.

TIASCA Holds the IACPA Exam in June 2024

AMMAN - The International Arab Society
of Certified Accountants (IASCA) conducted
in June 2024 the International Arab Certified
Public Accountant (IACPA) exam in different
regions of the Arab world, for the first time in
2024. The second round of the exam will be
held in December 2024.

The results of the exam were announced and
posted on IASCA’s official website, as 18%
of the participants had successfully passed the
exam.

The TACPA exam consists of four parts;
economics and finance, accounting, auditing,
and legislation.

The TACPA program aims at building and
developing the essential knowledge and
capabilities related to understanding the
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theoretical and conceptual aspects of the
International Financial Reporting Standards
(IFRS). That is in addition to building the
ability to apply international standards in
practical accounting in a professional manner,
and assisting in the continuous professional
development (CPD) regarding the standards,
and the follow-up of their amendments and
updates.
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IASCA Issues Plans for Online and Traditional Training
for the 2" Half of 2024

AMMAN - The International Arab Society of
Certified Accountants (IASCA), chaired by HE
Dr. Talal Abu-Ghazaleh, issued its plans for
online and traditional training for the second
half of 2024. The training courses are tailored to
the training needs and requirements of local and
regional labor markets.

Each plan includes a set of training courses
that qualify participants to acquire professional
certificates issued by IASCA and other
international certificates. Moreover, a package of
specialized courses has been designed to enhance
the capabilities in accounting and auditing fields,
in addition to other related disciplines.

On the other hand, the e-training courses will
be delivered through interactive broadcast via
the Microsoft Teams app. to enable participants
to interact with instructors by addressing their
questions directly in the chat-box provided
by the application. The e-training courses are
distinguished in the fact that participants can attend
classes anytime, anywhere, at lower prices.

For more information about the IASCA’s
training courses, please click here

Islamic Finance Can Address Barriers to Achieve SDGs Says IFAC, MIA,
and World Bank in New Report

International
Federation
of Accountants®

NEW YORK - Unleashing the Potential of
Islamic Finance: Global Perspectives on
Achieving the SDGs with Islamic Finance
Tools & Concepts, a new report from the
International Federation of Accountants,
Malaysian Institute of Accountants (MIA) and
the World Bank Group Inclusive Growth and
Sustainable Finance Hub in Malaysia (World
Bank) looks at the opportunities presented by
Islamic finance, practical examples of its usage
from Malaysia, and future pathways towards
addressing challenges and unlocking the full
potential of Islamic finance to support the
Sustainable Development Goals (SDGs).
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The report was released at Innovation in
Sustainable Development: Islamic Finance
Paving the Way hosted by MIA in Kuala Lumpur
featuring a keynote address from IFAC President
Asmaa Resmouki.

In recent years, addressing the SDGs has
become increasingly  challenging.  The
worldwide economic downturn resulting from
the COVID-19 pandemic has worsened the
already significant USD 4.2 trillion funding gap
to achieve the SDGs. As countries worldwide
strive to finance the ambitious scope and scale
of the SDGs, they also face the complex task of
serving financially underserved communities.
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Advancing Islamic finance has the potential
not only to serve usually underbanked
Muslim communities but also to have broader
applications considering its synergies with the
SDGs.

A major tenet of Islamic finance is the
protection of people, planet, and prosperity,
and its underpinnings can contribute to fresh
thinking on sustainable development paradigms,
interpretations, and approaches. The SDGs create
opportunities for Islamic finance growth, just as
Islamic finance can drive greater sustainable
development.

Malaysia has become a pioneer of Islamic
finance, attributed in partto its strong governance,
supportive regulatory ecosystem, and the
pivotal role of a local professional accountancy
organization, MIA, in education and stakeholder

outreach. Though every jurisdiction’s use of
Islamic finance would work differently, Malaysia
and MIA can serve as examples to learn from.

“Professional accountancy organizations are
playing a key role in advancing sustainable
financing, and given the profession’s
commitment to supporting the SDGs, principles
of Islamic finance should be considered a viable
approach,” said Ms. Resmouki, IFAC President.

“We encourage all IFAC members to look
towards best practices such as those cultivated
in Malaysia, and seize opportunities presented
in their own jurisdictions.”

Learn more about Islamic finance and download
the report.

Source: www.ifac.org

TIASB Simplifies Financial Reporting for Eligible Subsidiary Companies
with New IFRS Accounting Standard

LONDON - The International Accounting Standard
Board (IASB) issued a new IFRS Accounting
Standard for subsidiaries. IFRS 19 Subsidiaries
without Public Accountability: Disclosures
permits eligible subsidiaries to use IFRS
Accounting Standards with reduced disclosures.
Applying IFRS 19 will reduce the costs of
preparing subsidiaries’ financial statements while
maintaining the usefulness of the information for
users of their financial statements.

When a parent company prepares consolidated
financial statements that comply with IFRS
Accounting Standards, its subsidiaries are
required to report to the parent using IFRS
Accounting Standards. However, for their own
financial statements, subsidiaries are permitted
to use IFRS Accounting Standards, the IFRS
for SMEs Accounting Standard or national
accounting standards.
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the IFRS for SMEs

Subsidiaries
Accounting Standard or national accounting
standards for their own financial statements often
keep two sets of accounting records because
the requirements in these Standards differ from
those in IFRS Accounting Standards.

using

Subsidiaries using IFRS Accounting Standards
for their own financial statements provide
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disclosures that maybe disproportionate to the
information needs of their users.
IFRS 19 will resolve these challenges by:

e Enabling subsidiaries to keep only one set
of accounting records - to meet the needs of
both their parent company and the users of
their financial statements; and

* Reducing disclosure requirements-IFRS
19 permits reduced disclosures better suited
to the needs of the users of their financial
statements.

Andreas Barckow, IASB Chair, said:
IFRS 19 reduces costs in the financial reporting

ecosystem, especially for companies, while
meeting users’ information needs. It simplifies
the reporting for subsidiaries by permitting
the global financial reporting language to be
applied throughout the group.

Subsidiaries are eligible to apply IFRS 191 if they
do not have public accountability and their parent
company applies IFRS Accounting Standards
in their consolidated financial statements. A
subsidiary does not have public accountability, if
it does not have equities or debt listed on a stock
exchange and does not hold assets in a fiduciary
capacity for a broad group of outsiders.

Source: www.ifrs.org

IASB Proposes Amendments for Renewable Electricity Contracts

LONDON - The International Accounting
Standards Board (IASB) published an Exposure
Draft proposing narrow-scope amendments to
ensure that financial statements more faithfully
reflect the effects that renewable electricity
contracts have on a company. The proposals
amend IFRS 9 Financial Instruments and IFRS 7
Financial Instruments: Disclosures. The IASB’s
swift action responds to the rapidly growing
global market for these contracts.

Renewable electricity contracts aim to secure
the stability of and access to renewable
electricity  sources. However, renewable
electricity markets have unique characteristics.
Renewable electricity sources depend on nature
and its supply cannot be guaranteed. The
contracts often require buyers to take and pay
for whatever amount of electricity is produced,
even if that amount does not match the buyer’s
needs at the time of production. These distinct
market characteristics have created accounting
challenges in applying the current accounting
requirements, especially for long-term contracts.

To address these challenges, the IASB is
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proposing some targeted changes to the

accounting for contracts with specified

characteristics. The proposals would:

e Address how the ‘own-use’ requirements
would apply;

* Permit hedge accounting if these contracts
are used as hedging instruments; and

 Add disclosure requirements to enable
investors to understand the effects of
these contracts on a company’s financial
performance and future cash flows.

Andreas Barckow, Chair of the IASB, said:

These targeted amendments aim to improve
the relevance of financial statements when
reporting on renewable electricity contracts.
As more and more companies transition to
renewable electricity sources, we want to make
sure that our Accounting Standards keep pace
and provide investors with useful information.

Source: www.ifrs.org
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IPSASB Develops the First Public Sector Sustainability Reporting
Standard with Support from the World Bank

The IPSASB’s first Sustainability Reporting Standard, Climate-related
Disclosures, is now in development

NEW YORK - The International Public Sector
Accounting Standards Board (IPSASB), with
support from the World Bank, is developing
a climate-related disclosures standard for the
public sector.

TheIPSASB, developer ofinternational reporting
standards foruse by governments and other public
sector entities around the world, announced in
June 2023 it would begin developing a Climate-
related Disclosures standard, a first for the public
sector. This standard will be the IPSASB’s
inaugural Sustainability Reporting Standard
(IPSASB SRS™), By increasing transparency,
it will enable governments and other public
sector entities to make more informed decisions
about their contributions towards addressing
the climate emergency, hold them accountable
for their interventions, and foster trust in their
efforts.

The World Bank, an institution dedicated to
providing financing, policy advice, and technical
assistance to governments of developing
countries, has put their support behind this
critical initiative to develop the IPSASB)s first
SRS on Climate-related Disclosures. An initial
draft standard will be released for feedback in
Q4 2024.

Alongside this announcement, the IPSASB has
also published a Stakeholder Engagement
Plan outlining how people can provide feedback
about the project, through mechanisms that
are already a central part of the IPSASB’s due
process.

“Equipping governments with the quality
standards necessary to report on their critical
contributions to addressing the climate
emergency together with other sustainability
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International Public
Sector Accounting
Standards Board®

issues requires global support,” said Ian
Carruthers, IPSASB Chair. “The World Bank’s
contribution provides welcome support for our
initiative to develop urgently-needed public
sector specific sustainability reporting standards,
beginning with a Climate-related Disclosures
standard.”

“The standard will take climate reporting to a
new level and will complement the reporting
requirements of the Paris Agreement which come
into effect this year,” said Arturo Herrera, World
Bank Global Director for Governance. “Many
countries lack a way to track and assess progress
against their climate-related commitments, and
to identify and disclose risks and impacts. This
is especially true for developing countries,
many of which are among the most at-risk
from climate change. At the same time, SRS
disclosure can help attract new investment from
the private sector. Some of the world’s biggest
investors look at ESG performance in deciding
where to invest. The new standard will provide
that information.”

Global community engagement is essential to
developing sustainability reporting standards for
the public sector. The IPSASB continues to seek
support for its sustainability reporting standards
development program and requires additional
resources to scale up its efforts and move with
pace. To contribute financial or other support
to the [IPSASB for the development of [IPSASB
SRS, please email Ross Smith, IPSASB Program
and Technical Director (rosssmith@ipsasb.org).

Source: www.ifac.org
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FOR MORE INFORMATION
Tel: (0962-6) 5100900
Fax: (0962-6) 5100901

Or you may reach us through our website:
ascasociety.org
ascajordan.org

And our emails:
asca.jordan@iascasociety.org
salouri@iascasociety.org
www.facebook.com/ASCAsociety
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