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Why three-yearly AML/CFT
audits can be challenging

For many reporting entities, the three-yearly AML/CFT audit can be challenging to manage
alongside day-to-day business operations. Timeframes are often tight, information requests can
be extensive, and there may be uncertainty about whether systems, records, and processes will
meet audit expectations.

In our experience, audits become difficult not because organisations are failing to meet their
obligations, but because day-to-day compliance activity is not always documented, centralised,
or reviewed in a way that clearly demonstrates compliance. With early preparation and the right
support, audits can be less stressful, time efficient and result in a positive audit report.

This Guidance Note explains what your three-yearly AML/CFT audit is designed to assess
and shares practical insights, based on audit experience, to help you prepare effectively and
potentially obtain a positive audit report.
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Your legal obligations

Your risk assessment and AML/CFT programme must be independently audited by an
appropriately qualified and independent person every three years, unless you are notified by your
AML/CFT supervisor that a four-year timeframe applies.

You must also keep adequate records relating to your independent audit.

The supervisors expect your AML/CFT programme to include procedures, policies and
controls for undertaking an independent audit and note when your last audit was undertaken.
Remediation undertaken as a result of the audit should be explained in a version control table in
the relevant document.
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The key legal obligations relating to the audit
requirement are summarised below:

Scope of audit Record keeping

Your risk assessment and AML/CFT programme must be audited. 59(2) You must keep records relating to your audit. These records must be kept for a period of at least
five years after the date on which they ceased to be used on a regular basis. You must make

The audit of your risk assessment is limited to whether it fulfils the requirements in your records relating to audits available to your supervisor on request. 51(1)(b), 51(2) and 51(3).

section 58(3) of the Act. However, this will require consideration of other requirements
under section 58. 59B(4)

Frequency Providing a copy to your supervisor

Every three years unless you are notified by your AML/CFT supervisor that a four-year You must provide a copy of any audit report to your supervisor on request. 595(5)
timeframe applies, or at any other time at the request of your supervisor. Regulation 13
AML/CFT (Requirements and Compliance) Regulations 2011.
, . ) o Annual report
This requires that you have an audit completed every three years. An audit is not
complete unless the final audit report is issued by your auditor. You then have three years Your annual AML/CFT report includes questions related to your audit result and actions you have
from the date of your last audit report, to have your next audit completed and the audit taken in response to your findings. 60
report issued. 59(2)

Auditor requirements High-value dealers

Your audit must be carried out by an independent person appointed by your reporting The audit requirements for high-value dealers differ from other reporting entities. High-value
entity, who is appropriately qualified to conduct the audit. dealers are only required to undertake an audit when requested by their supervisor.

This includes the requirement that the auditor must not have been involved in the The scope of their audit should cover compliance with AML/CFT obligations under section 6(4)
undertaking of your risk assessment or the establishment or implementation or (d)(ii) of the Act, and any relevant regulations. 59A

maintenance of your AML/CFT programme.

These requirements are explained in pages 11-12 relating to Choosing your auditor. 598
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What your three-yearly AML/CFT audit is
really assessing

Your AML/CFT audit is an independent assessment of whether your AML/CFT framework is fit for purpose and operating as intended.
The auditor is required to review both the design of your framework and how it works in practice.

In simple terms, the audit focuses on whether:

Your risk assessment accurately reflects your Your AML/CFT compliance programme is up to date Your policies, procedures, and controls meet
current business, products, services, and customers. and aligned to your risk assessment. legislative requirements and supervisory guidance.

@ Your staff understand their AML/CFT obligations and Your customer due diligence, monitoring, and Issues identified in previous audits or supervisory
receive appropriate training. reporting processes are being applied consistently. feedback have been addressed.

®

Reference note

Audits typically cover the three-year period since your last audit, or from the date you became a reporting entity if
this is your first audit.
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(2) Who is responsible for the audit

Under the AML/CFT Act, responsibility for the audit sits with the directors of
the reporting entity.

In practice, preparation for the audit is often coordinated by:

e A compliance officer.
e A senior manager with operational oversight.
e An external compliance provider acting on your behalf.

Even where tasks are delegated, the reporting entity directors remain accountable Recom mendation
for ensuring the audit is completed on time and that any findings are appropriately
addressed.

The auditor is assessing the reporting entity compliance over the entire
three year period rather than just at the time the audit was undertaken.
To obtain a clean audit, it is recommended the following occurs over

When to start preparing the three year period:

e Any findings from the last audit are implemented as soon as
possible after receiving the report.

e FEach year, the risk assessment and programme are fully reviewed
and updated.

e Periodic independent reviews are undertaken to obtain confirmation
e Six to nine months before your audit due date. the business is compliant.

e FEarlier if your business has changed significantly since your last audit.
e FEarlier if you are aware of known gaps or overdue remediation.

One of the most common issues we see is leaving preparation too late. Effective audit
preparation usually starts well before the auditor is engaged. As a general guide,
preparation should begin:

Starting early allows time to update documents, correct issues, and avoid unnecessary
remediation findings.
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Practical steps to prepare
for your audit

Good audit preparation is less about creating new material and more about ensuring existing
practices are documented, consistent, and easy to evidence.

1. Review and update your

risk assessment

Your risk assessment should reflect how your business operates today, not how it looked three
years ago. Auditors will expect to see that it has been reviewed and updated annually to reflect
regulatory changes and evolving risk.

This includes:

Products and services currently offered.

Delivery channels and use of technology.

Customer types and geographic exposure.

Updated customer risk rating requirements introduced in 2025.
Emerging risks relevant to your sector.

If your risk assessment is outdated, it will undermine the rest of your AML/CFT framework.
Use a version control table with supporting notes to show when each review was
undertaken and what were the key items changed.
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2. Check alignment with your 3. Ensure customer due diligence
compliance programme records are complete
Your compliance programme must clearly flow from your risk assessment. Auditors will Customer due diligence is one of the most heavily tested areas in an audit. Incomplete or
look for consistency between identified risks and the controls you have in place. inconsistent records are a common source of findings.
Before the audit, confirm that: Preparation should include:
e Policies and procedures reflect your current risk assessment. e Checking that identity verification is completed correctly and retained.
e Roles and responsibilities are clearly defined. e Confirming beneficial ownership and control information is recorded where required.
e Processes are written in a way staff can realistically follow. e Reviewing enhanced due diligence files for higher-risk customers.
e Processes have been amended to reflect new technology or forms you e Ensuring ongoing monitoring records are maintained.
may have adopted. e Ensuring your exceptions policy is documented and if CDD exceptions have been
e | egislative references and supervisor guidance are current. used, that these are well documented.

e Check your wording for ongoing CDD. Has the appropriate ongoing CDD been
undertaken and what checks are conducted to ensure the triggers for ongoing CDD

Ensure you have a documented audit trail of the annual updates made to the AML/ .
are known and actioned.

CFT programme. This can be achieved via a document history table
in the document.

A small number of weak files can significantly affect audit outcomes.
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4. Review training and staff awareness

Auditors will assess whether staff understand their AML/CFT obligations and

whether training is appropriate for their role. Auditors are particularly interested in

the competence, knowledge, and skill of the AML/CFT compliance officer. Does the
compliance officer hold an AML/CFT qualification such as the NZQA approved AML/CFT
Compliance Officer (Micro-credential) (Level 4) qualification offered by Strategi Institute.

Ahead of the audit, ensure:

e Training is up to date and documented. This applies to training for directors, senior
managers, front line staff and the AML/CFT compliance officer.

e New staff have received AML/CFT training.

e Refresher training has occurred at least annually.

e Training content reflects current obligations and risks.

© STRATEGI COMPLIANCE | GUIDANCE NOTE: PREPARING FOR YOUR THREE-YEARLY AML/CFT AUDIT - V1

5. Check registers and reporting records

Your audit will typically include a review of key AML/CFT registers and reporting activity.

This commonly includes:

Suspicious activity and prescribed transaction reports.
Compliance breaches and issues logs.

Staff vetting records.

Annual AML/CFT reports submitted to your supervisor.

Registers should be complete, accurate, and easy to provide to auditors.
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What audit assurance level
IS required

D W@ ¢

An auditor can perform either a ‘reasonable’ or a ‘limited’ assurance audit. Typically, a reasonable

assurance goes into more depth (more testing) during the audit than a limited assurance audit
would. The type of audit selected is up to each reporting entity. What we typically see occurring

is ‘reasonable’ assurance audits being requested by reporting
entities who have:

A ‘high risk’ assessment based upon their risk assessment document.
Prior to a business sale or merger.

e Where significant non-compliant findings were contained in the last audit report or in a report

provided by the AML/CFT supervisor.
e Significant changes have occurred in the business over the past three years.

Reference note

Auditors can only provide an opinion based on the information they have gained
access to and, for this reason, auditors cannot be expected to guarantee that a

reporting entity is “absolutely” compliant.

®
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What the three-yearly audit process looks
like with Strategi

When you engage Strategi to conduct your three-yearly AML/CFT audit, the process is structured, transparent, and designed to
minimise disruption to your business.

In practice, this usually looks like :

@ Scoping and timing. @ Document review. @ Evidence and testing.
We confirm when your three-yearly audit is due, agree the We review your risk assessment, AML/CFT compliance We request supporting records, select customer
audit scope, and set clear timeframes and key contact programme, and core documentation covering the files for sampling, and carry out testing in line with
points. The audit and issue of the final report needs to be relevant audit period. audit requirements.

completed within the three year period.

@ Interviews and clarification. @ Reporting and next steps.

We speak with relevant staff where required and work
through any follow-up questions or clarifications.

We issue a draft audit report for your review, followed by
the final audit report and any required recommendations.

®

Reference note

This high-level overview is intended to show how the audit typically progresses when working with Strategi and can
help with internal planning and coordination.
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Across three-yearly AML/CFT audits, the same issues tend to
arise repeatedly. From our experience as AML/CFT auditors, these
common pain points are included to help reporting entities focus
their preparation on areas that are frequently tested.

These include:

e Qutdated risk assessments that no longer reflect the business.
e Policies that exist but are not followed consistently.

e Difficulty locating records when requested by the auditor.

e Uncertainty about new or evolving regulatory expectations.

These issues often arise because compliance activity is not
always documented, centralised, or reviewed in a way that clearly
demonstrates compliance.

Common audit pain points —
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Choosing your auditor

The Act requires the audit to provide an “independent” view and to be carried out
by someone “appropriately qualified”.

The audit must be conducted by an independent person — the Act states that your
auditor must be independent, and not involved in the development of your risk
assessment or the establishment, implementation or maintenance of your AML/CFT
programme. You should also consider any other potential conflicts of interest that may
call into question their independence.

The auditor must be appropriately qualified — The Act states that your auditor must be
appropriately qualified to conduct the audit. This does not necessarily mean that the
person must be a chartered accountant or qualified to undertake financial audits. It does
mean that the person has to have relevant skills or experience to conduct an AML/CFT
audit. You should be able to explain to your AML/CFT supervisor how you determined
that your auditor is appropriately qualified. This includes having knowledge of the Act,
and its supporting regulations, as well as audit experience or sufficient knowledge of
audit processes.

You may choose to appoint an external firm to perform the audit provided you are satisfied
the auditor is independent, appropriately qualified and no conflict of interest exists
with the auditor.

The supervisors expect reporting entities to have documented what they have considered
when assessing the auditor’s independence and relevant experience to perform the audit.
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Factors to consider when assessing the
“independence” of your auditor:

e Was the auditor involved in the development of your risk assessment? Or the
creation, implementation or maintenance of your AML/CFT programme? If they
were, they are not considered to be sufficiently independent to perform your audit.

. Does the auditor have financial interest in your business, or do you have a financial
interest in your auditor’s business? If yes, would your or their interests be harmed by
the results of the audit, or could there be influence over the audit outcome?

. Does the auditor have any relationship with any shareholder, director, senior
management and or employees, e.g. family, friends, ex-colleagues, etc.

. If reciprocal auditing is intended (where two reporting entities decide to complete
each other’s audits) how can you demonstrate that each auditor is objective in their
assessment and not affected by the nature of the reciprocal process?
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Things to consider when assessing how
“appropriately qualified” your auditor is:

e What level of knowledge do they have about AML/CFT? Do they understand the
Act and its supporting regulations? Do they understand the Code of Practice
and guidelines? If they haven’t had direct involvement with the development or
implementation of your risk assessment and AML/CFT programme, how can they
then demonstrate the level of knowledge required in order to effectively audit these
documents and their implementation?

. Do they have audit experience? Ideally your auditor should have experience
conducting an audit, if they don’t, they should demonstrate how they have sufficient
knowledge of audit processes in order to effectively undertake your audit.

o How much knowledge do they have of your industry, and how can they
demonstrate this?
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Strategi auditor suitability

Strategi is well qualified to be your AML/CFT auditor due to:

Being involved in AML/CFT audits since the commencement of the AML/
CFT regime.

Having over 1000 AML/CFT reporting entities that we provide AML/CFT
audits to.

Developed and update annually the AML/CFT manual for reporting entities.
This is a key industry guide for meeting AML/CFT obligations.

Developed and deliver (via Strategi Institute) the NZQA approved AML/CFT
Compliance Officer (micro-credential) (Level4) qualification

Regularly produce guidance notes and conduct training webinars on AML/
CFT topics.

Publish a monthly AML/CFT newsletter

Team members comprise those who hold legal, accounting, auditing and
AML/CFT qualifications.

Contact us for our Due Diligence Kit.
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Making your next audit
straightforward

A well-managed AML/CFT audit should not feel like a scramble. With early preparation,
clear documentation, and a good understanding of what will be assessed, the three-yearly
audit can be approached as a structured review rather than a disruptive event.

As your three-yearly audit approaches, it is useful to step back and consider how prepared
your business is, what has changed since the last audit, and whether your documentation
and records clearly reflect your current operations.

We conduct independent AML/CFT audits for reporting entities and regularly see how early
planning and clear information contribute to a more efficient and predictable audit process.

If your next three-yearly AML/CFT audit is approaching, we can assist with discussing
timing and expectations and can also conduct the audit where appropriate. Contact us to
discuss your next steps or to book your audit.
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