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Minister’s foreword 
The Gillard Government is committed to protecting the Australian community and 
businesses from the social and economic impacts of organised crime, estimated to 
cost the community $15 billion a year. Organised crime is a significant national 
security threat, and a growing challenge.   

Through the Commonwealth Organised Crime Strategic Framework the government 
is ensuring that Commonwealth intelligence, policy, regulatory and law enforcement 
agencies are working together to prevent, disrupt, investigate and prosecute 
organised crime.  

Tracking money flows, the life-blood of organised crime, is critical.  

AUSTRAC is Australia’s specialist financial intelligence unit. It provides information 
about potentially criminal activity to law enforcement agencies, which put it together 
with other intelligence to detect people smuggling, drug importations, black market 
weapons trade, and other serious and violent crimes. This financial intelligence has a 
broad public benefit, and is funded from our taxes. Law enforcement agencies use 
this intelligence to protect businesses and keep the public safe.  

AUSTRAC is also Australia’s anti-money laundering and counter-terrorism financing 
regulator.  

Financial integrity and financial stability are closely connected. AUSTRAC’s 
regulatory activities help mitigate the risk of money laundering, terrorism financing 
and other organised crime. This is similar to how the Australian Prudential Regulatory 
Authority (APRA) regulates the financial services industry to protect the financial well-
being of the Australian community.  In both cases, it is appropriate that industry meet 
the costs of the regulatory systems that ensure the integrity of their operating 
environment.   

As announced in the Budget, commencing 2011-12, AUSTRAC will recover the costs 
of its regulatory activities from businesses that AUSTRAC regulates under the Anti-
Money Laundering and Counter-Terrorism Financing Act 2006 (AML/CTF Act). 

The government appreciates the way in which industries and businesses work 
collaboratively with AUSTRAC to improve compliance with anti-money laundering 
and counter-terrorism financing legislation.  

Feedback received from industry after the Budget is reflected in the cost recovery 
proposal in this discussion paper. I encourage you to make further submissions to 
AUSTRAC on this proposal to ensure a fair distribution of the costs associated with 
protecting reporting entities from criminal exploitation. 

 

Brendan O’Connor 
MINISTER FOR HOME AFFAIRS 
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1 Introduction 
1.1 Background 
As part of the 2010 Budget, the Australian Government announced an initiative for 
the Australian Transaction Reports and Analysis Centre (AUSTRAC) to recover the 
cost of regulation from reporting entities. 

The Australian Government’s cost recovery guidelines1 require agencies providing 
government goods and services (including regulation) to the private and other non-
government sectors of the economy to set charges to recover all the costs of such 
products or services, where it is efficient to do so, in consultation with stakeholders2.  

In the case of regulatory activities, the cost recovery guidelines require that the 
individuals or groups that have created the need for regulation should bear the cost 
of that regulation. Reporting entities provide services that are vulnerable to 
exploitation for money laundering and terrorism financing purposes, creating the 
need for regulation by AUSTRAC. Through facilitating financial flows, reporting 
entities provide opportunities for others to disguise the true origin or eventual use of 
funds.  

In these circumstances, it is appropriate that reporting entities meet the costs of that 
regulation. Further, reporting entities are best placed to minimise the costs of 
regulation and the cost to the Australian community of money laundering and 
terrorism financing activities by undertaking appropriate countermeasures. 

Reporting entities obtain a benefit through being regulated by AUSTRAC. By 
complying with the requirements of the AML/CTF Act, the risk that a reporting entity 
will be used for money laundering or terrorism financing purposes is reduced. 
Further, to the extent that reporting entities operate internationally, they obtain a 
benefit from operating in a jurisdiction that complies with the requirements of the 
Financial Action Task Force.  

Reporting entities directly benefit from AUSTRAC's regulatory activities and its 
related intelligence holdings. Law enforcement agencies use AUSTRAC’s data to 
disrupt criminal activities; for instance, by: 

• detecting the embezzlement of funds by financial sector employees  

• investigating major loan fraud committed upon financial institutions 

• disrupting international scams involving malicious emails that impact financial 
institutions 

• following the money trail where corporate crimes have been committed in 
Australia and banks as creditors or investors have suffered losses 

• identifying criminal syndicates operating in gaming venues.  

                                                       
1 Department of Finance and Deregulation, Australian Government Cost Recovery Guidelines July 2005, Financial Management Guidance No. 4, Canberra, 

2005  

2 The ANAO Audit Report No 23 2007-08: The Management of Cost Recovery by Selected Regulators, p 13 
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The Budget Papers3 set out a proposed cost recovery model for AUSTRAC’s 
regulatory activities. That model proposed a flat fee of $500 and a $1.06 transaction 
fee. Taking into account feedback received from industry after the budget 
announcement, an alternative model is now proposed.  

Further detail on the application of the government’s cost recovery guidelines to 
AUSTRAC’s regulatory activities is set out in Appendix A. 

1.2 Submissions 
This paper seeks industry feedback on the details of the methodology for 
AUSTRAC’s regulatory cost recovery model.  

If you would like to make a written submission, please forward it to:  

Discussion Paper – Cost Recovery  
Australian Transaction Reports and Analysis Centre 
PO Box 13173 
Law Courts Post Office 
MELBOURNE VIC 8010 

Written submissions may also be made electronically to 
cost_recovery@austrac.gov.au or by facsimile to (03) 8636 0501. 

Submissions should include the name of your organisation (or your name if the 
submission is made as an individual), contact details for the submission, including an 
email address and contact telephone number where available. 

The closing date for submissions is 10 December 2010. 

All submissions and the names of persons or organisations that make a submission 
will be treated as public, and may be published on AUSTRAC’s website, unless the 
author clearly indicates to the contrary. A request made under the Freedom of 
Information Act 1982 for access to a submission marked confidential will be 
determined in accordance with that Act. Please mark your submission clearly if you 
do not want it published on the AUSTRAC website. 

AUSTRAC will also be conducting industry consultation meetings in Sydney, 
Melbourne and Brisbane in the week commencing 29 November. 

Legislation will be required to underpin the cost recovery arrangements. 

AUSTRAC will publish the proposed approach in a Cost Recovery Impact Statement 
(CRIS). An exposure draft of the CRIS will be open to further comments. AUSTRAC 
expects to release an exposure draft of the CRIS before the government introduces 
the necessary legislation into the Parliament. 

AUSTRAC will also provide to industry for discussion draft rules, which will detail the 
proposed components of the levy for industry groups. It is anticipated that these draft 

                                                       
3 Budget Measures Budget Paper No.2 2009-10 
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rules relating to the 2011-12 levy components will be available for comment at the 
time that the government introduces the legislation into the Parliament. 

This paper seeks to highlight the proposed approach and methodology, however, it 
should be noted that the calculations and examples set out in this discussion paper 
are based on estimates of transaction reporting activity and other factors and are 
illustrative only. Actual levy amounts will be calculated based on actual transaction 
reporting behaviour. 
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2 Key Features of the proposed AUSTRAC supervisory 
levy 

The total amount AUSTRAC will collect through the supervisory levy (the levy) is 
equal to the cost of AUSTRAC’s work as Australia’s AML/CTF regulator. This 
includes four elements: 

• The business-as-usual cost of AUSTRAC’s regulatory activities (including support 
services and costs associated with capital projects necessary to support 
regulation) 

• A component to support better AML/CTF compliance outcomes among small 
business. Some small businesses captured by the AML/CTF Act have had 
difficulty in implementing compliant AML/CTF programs. This proposed 
component would include the development of simplified guidance materials and 
redevelopment of AUSTRAC’s website to enhance its usability for small business 

• An amount to meet the specific legal costs associated with significant 
enforcement activities undertaken by AUSTRAC. Enforcement activity is a 
necessary and significant deterrent to non-compliance in any effective regulatory 
regime 

• The establishment and ongoing costs associated with implementing and 
administering cost recovery. 

This amount is determined through the normal course of the Australian Government 
budgeting process for Commonwealth agencies.  

Notwithstanding cost recovery, AUSTRAC’s regulatory activities will be subject to the 
government’s commitment to hold real growth in government expenditure to less than 
2 per cent and incorporate the efficiency dividend. Additional detail on the budgetary 
processes applying to AUSTRAC is set out at Appendix C. 

AUSTRAC applies a risk-based approach to supervision. That is, it applies relatively 
higher amounts of regulatory effort in supervising entities that have a higher exposure 
to money laundering and terrorism financing risk. The proposed levy reflects this risk-
based approach. 

The proposed supervisory levy components are depicted in Figure 2.1 below. 

Figure 2.1: The AUSTRAC supervisory levy at a glance 

 
AUSTRAC is proposing that the levy includes three components. These three 
components are reflective of the exposure to money laundering and terrorism 
financing (ML/TF) risk of reporting entities, the supervisory effort applied by 
AUSTRAC in regulating different reporting entities and the costs associated with 
those regulatory activities. Appendix B sets out additional detail on the relationship 
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between the allocation of AUSTRAC’s regulatory resources and the components of 
the levy. Figure 2.2 below provides a description of each component. 

Figure 2.2: The components of the levy 

1. Base component: this component relates to the base line expenses that AUSTRAC 
incurs in regulating all reporting entities. These expenses are uniform for all reporting 
entities 

2. Large entity component: this component relates to additional expenses incurred by 
AUSTRAC in regulating larger entities. Larger entities have relatively more customers 
and typically provide products that are more complex over multiple distribution 
channels and multiple jurisdictions. In addition, large reporting entities are relatively 
more important to the overall integrity of Australia’s financial system. Accordingly, 
AUSTRAC applies relatively more supervisory resources toward regulating larger 
entities compared to small entities 

3. Transaction reporting component: this component relates to the additional direct 
expenses incurred by AUSTRAC in regulating reporting entities that lodge high 
volumes of transaction reports and/or transaction reports relating to higher value 
transactions. 

AUSTRAC estimates that the regulatory costs associated with each of the three 
components of the levy are: 

• Base component, for all reporting entities subject to the levy: approximately 10 
per cent of the cost of regulation 

• Large entity component, for reporting entities with more than 150 full-time 
equivalent (FTE) staff: approximately 34 per cent of the cost of regulation 

• Transaction reporting component, for reporting entities in industry sectors with 
more than 10,000 reports or reports of more than $100 million in value in a year: 
approximately 56 per cent of the cost of regulation. 

AUSTRAC will levy all reporting entities (other than affiliates of registered remittance 
networks)4 which are reporting entities at the reporting entity census date (1 July).  

It is proposed that AUSTRAC will not count affiliates as reporting entities for the 
purposes of cost recovery on the basis that, under the enhanced regulatory 
requirements that the government is proposing to implement with respect to 
remitters, AUSTRAC’s primary interaction will be with registered remittance networks 
rather than with individual affiliates.  

AUSTRAC will levy each entity within a designated business group (DBG) separately. 

AUSTRAC will apply the levy once annually. The levy will relate to costs incurred by 
AUSTRAC in the year in which the levy is invoiced and collected, but will be 
calculated using historical transaction report data.  

AUSTRAC cannot collect more than the costs of its regulatory activity. In the event 
that AUSTRAC under collects or over collects, it will adjust the levy the following year 
accordingly.  

                                                       
4 As defined by the Combating the Financing of People Smuggling Bill 
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Legislation will provide AUSTRAC with authority to impose and collect the levy. The 
government is considering introducing a requirement for all reporting entities to enrol 
with AUSTRAC and keep their enrolment details up to date to provide greater 
certainty as to those entities that are liable to pay the levy. Currently only providers of 
designated remittance services are required by law to register with AUSTRAC 
(although AUSTRAC encourages other reporting entities to enrol with it and 
compliance reports can only be lodged electronically with AUSTRAC if an entity has 
enrolled with AUSTRAC via AUSTRAC On-line). 

The components of the levy will be determined annually and will be set out in Rules.  

AUSTRAC will consult with industry and make a final determination on the Rules in 
the last quarter of the financial year preceding the financial year to which the levy 
relates. 

The levy will be calculated based on transaction reports lodged with AUSTRAC in the 
transaction report component measurement period (proposed to be the calendar year 
preceding the start of the financial year to which the levy relates). 

The proposed annual cycle for determining the levy is depicted in Figure 2.3.  

 

Figure 2.3: The annual cycle for determining the levy 
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3 An example of the annual determination of the levy 
This section steps through an example of how AUSTRAC would apply the levy in the 
2011-12 financial year. 

This example is based on AUSTRAC’s best estimate of the volume and value of 
transaction reports and reporting entity numbers. However, the actual levy rates for 
2011-12 will be determined on actual transaction reports for the 2010 calendar year, 
and number of reporting entities at 1 July 2011. 

Comments are welcomed on the desirability of fixing some components of the levy – 
for instance the base and large entity components - for multiple years to provide 
greater certainty to industry. 

3.1 Establishing AUSTRAC’s regulatory costs 
In order to calculate the levy AUSTRAC’s regulatory costs must be determined in 
accordance with the normal requirements of the Australian Government’s budgeting 
processes. 

As set out in the 2010-11 Budget papers, in 2011-12 this is $29.6 million. This is the 
amount AUSTRAC will recover through the levy in 2011-12. 

3.2 Establishing the levy components 
The second step in establishing the levy is to determine the three components of the 
levy. 

The base levy component 

AUSTRAC estimates that approximately 10 per cent of its regulatory costs relate to 
activities that are uniform across all reporting entities. 

Spread evenly across the estimated leviable AUSTRAC reporting entity population of 
11,726 entities, in this example the base levy component would be $241 per 
reporting entity. 

The large entity component 

AUSTRAC estimates that approximately 34 per cent of its regulatory costs relate to 
the supervision of large reporting entities. 

AUSTRAC estimates that it regulates 1,017 large reporting entities. If the cost of 
supervising large entities is spread evenly across this estimated population, the large 
entity component would be $9,904 per large reporting entity. 

For the purposes of this component, a large entity is defined as a reporting entity with 
more than 150 FTE employees. The number of FTE employees can be calculated by 
dividing the number of ordinary hours worked by all employees in a reporting entity 
(regardless of whether or not those employees are physically located in Australia) in 
a four week period by 152. It is proposed that the period of measurement for 
determining whether or not a reporting entity is a large entity is the four weeks prior to 
the census date or such other period as determined by the AUSTRAC CEO. 
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AUSTRAC does not currently collect information relating to the size of reporting 
entities. This would need to be collected prior to the imposition of the levy.  

The transaction reporting component 

AUSTRAC estimates that approximately 56 per cent of its regulatory budget relates 
to the collection of transaction reports and the supervision of transaction reporting 
obligations. 

AUSTRAC classifies reporting entities by industry groups.  

The level of transaction reporting varies across industry groups. Many industry 
groups report only small numbers of transactions and as such AUSTRAC does not 
incur significant transaction reporting costs relating to these entities. 

Reporting entities which have significant transaction reporting obligations are those 
that are part of an industry group that submit more than 10,000 transaction reports or 
transaction reports relating to transactions of more than $100 million in value in a 
year. 

Figure 3.1 sets out the industry sectors that attract significant transaction reporting 
obligations. Entities that are in industry sectors below the line would not be subject to 
the transaction report component of the levy. 

Figure 3.1: Reporting entities with significant transaction 
reporting obligations 

 

 

 

 

 

 

 

 

 

RE Industry Groups  Report Volume    Report Value  
Report Volume 

%
Report Value 

%
Domestic Banks 20,310,590 $      2,396,137,066,787  66.62% 56.93%

Registered Remittance Network Providers   4,779,894 $              6,842,450,608  15.68% 0.16%

Foreign and Investment Banks   1,959,900 $      1,689,046,139,823  6.43% 40.13%

Other Money Service Businesses   1,923,644 $            76,145,990,715  6.31% 1.81%

Foreign Exchange Providers   1,071,556 $            30,878,317,669  3.51% 0.73%

Independent Remittance Dealers   251,573 $                  360,128,979  0.83% 0.01%

Casinos   69,813 $              4,125,608,262  0.23% 0.10%

Credit Unions  and Building Societies   52,427 $              1,066,846,972  0.17% 0.03%

Bookmakers   36,920 $                    49,891,538  0.12% 0.00%

Other Lenders   29,863 $              4,147,089,300  0.10% 0.10%

Managed Investment Trustees   794 $                  144,892,729  0.00% 0.00%
Betting Agencies   793 $                  109,899,810  0.00% 0.00%

Precious  Metal  Traders   534 $                    15,981,538  0.00% 0.00%

Stock Brokers   462 $                    19,720,130  0.00% 0.00%

Pubs  and Clubs   102 $                      1,446,436  0.00% 0.00%

Superannuation Fund Trustees  52 $                      1,087,845  0.00% 0.00%

Financial  Planners  and Insurance Brokers   2 $                          249,115  0.00% 0.00%

Insurance Product Issuers   2 $                            36,687  0.00% 0.00%

Custodians   1 $                            16,867  0.00% 0.00%
Non Bank Wealth Creation Groups                                    ‐  $                                     ‐    0.00% 0.00%

Entire RE Population Totals 30,488,923  $      4,209,092,861,810  100% 100%

Industry 
Groups with 
significant 
transaction 
reporting 
obligations 

Industry 
Groups 
without 
significant 
transaction 
reporting 
obligations 

 

The level of regulatory activity for reporting entities subject to the transaction 
reporting component varies. To recognise this variation between reporting entities, 
AUSTRAC is proposing that the transaction reporting component of the levy is 
calculated on a variable basis using report volumes and report values as proxy 
measures. 
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AUSTRAC is proposing to split the transaction reporting component equally to take 
account of report volumes and report values. That is $8.363 million would be 
apportioned based on report volumes and $8.363 million would be apportioned 
based on report values. 

The report volume factor is determined by dividing the total ($8.363 million) by the 
number of reports (30,488,923). In this example, the report volume factor is $0.27 
cents.  

That is, each reporting entity subject to the transaction reporting component will pay 
$0.27 multiplied by the number of reports they submitted in the transaction report 
component measurement period.   

The report value factor is determined by dividing the total ($8.363 million) by the 
value of reports ($4,209,092,861,810). In this example the report value factor is 
$0.000002. 

That is, each reporting entity subject to the transaction reporting component will pay 
$0.000002 multiplied by the value of transaction reports they submitted in the 
transaction report component measurement period.  

Currently reporting entities self-classify which industry group they belong to. This 
means that some entities may be incorrectly classified. AUSTRAC will work with 
reporting entities to resolve this issue prior to the introduction of the levy. 

3.3 Examples 
Below are five examples of how the AUSTRAC supervisory levy as set out above 
would apply to reporting entities. 

Example 1: Affiliate of a registered remittance network 

An affiliate of a registered remittance network, such as a licensed post office, would 
not be subject to a levy. 

Example 2: Small reporting entity without significant transaction 
reporting obligations  

A small reporting entity in an industry group that does not attract significant 
transaction reporting obligations, such as a hotel with a small number of gaming 
machines, with 15 FTE staff, would only be subject to the base component of the 
levy. That is, it would be charged $241 under the proposed model. 

Example 3: Large reporting entity without significant transaction 
reporting obligations 

A large reporting entity in an industry group that does not attract significant 
transaction reporting obligations, such as a life insurance company with 2,000 FTE 
staff would be subject to the base component and the large entity component of the 
levy. That is, it would be charged $10,145 ($9,904 + $241) under the proposed 
model. 
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Example 4: Small reporting entity with significant transaction 
reporting obligations 

A small reporting entity in an industry group, which attracts significant transaction 
reporting obligations, such as an independent remitter with 10 FTE staff, would be 
subject to the base component and the transaction report components of the levy. If 
the remitter lodged 10,000 transaction reports with AUSTRAC during the transaction 
reporting measurement period relating to transactions valued at $500,000, the entity 
would be charged $2,942 under the proposed model. 
Component  Calculation  Total 

Base  $241  $241 

Transaction Report  
10,000 x $0.27 

$500,000 x $0.000002 

$2,700

$1 

Total  $2,942 

 

Example 5: Large reporting entity with significant transaction 
reporting obligations 

A large reporting entity in an industry group, which attracts significant transaction 
reporting obligations, such as bank with 5,000 FTE staff, would be subject to the 
base component, the large entity component and the transaction report component of 
the levy. If the bank lodged 500,000 transaction reports with AUSTRAC during the 
transaction reporting measurement period relating to transactions valued at $500 
million, the entity would be charged $146,145 under the proposed model. 
Component  Calculation  Total 

Base  $241  $241 

Large Entity  $9,904  $9,904 

Transaction Report  
500,000 x $0.27 

$500 million x $0.000002 

$135,000

$1,000 

Total  $146,145

 

 



 Base Component 
 Large Entity 
Component 

Significant Volume 
Reporter 

 Significant Value 
Reporter 

$                        241  $                        9,904  $                       0.27  $              0.000002 

Domestic Banks 53 53 20,310,590 $                    2,396,137,066,787  $                   12,773  $                   524,919  $             5,571,510  $             4,761,054  $             10,870,2

Registered Remittance Network Providers  30             ‐    4,779,894  $                           6,842,450,608   $                     7,230   $                              ‐     $             1,311,199   $                   13,596   $                1,332,02
Foreign and Investment Banks  55 55 1,959,900 $                    1,689,046,139,823  $                   13,255  $                   544,727  $                537,631  $             3,356,085  $                4,451,69
Other Money Service Businesses  223            ‐    1,923,644 $                         76,145,990,715  $                   53,743  $                              ‐    $                527,685  $                151,300  $                   732,728
Foreign Exchange Providers  507 10 1,071,556 $                         30,878,317,669  $                122,187  $                     99,041  $                293,944  $                   61,354  $                   576,527
Independent Remittance Dealers  600            ‐    251,573 $                               360,128,979  $                144,600  $                              ‐    $                   69,010  $                        716  $                   214,326
Casinos  14 14 69,813 $                           4,125,608,262  $                     3,374  $                   138,658  $                   19,151  $                     8,197  $                   169,380
Credit Unions and Building Societies  145 145 52,427 $                           1,066,846,972  $                   34,945  $                1,436,099  $                   14,382  $                     2,120  $                1,487,54
Bookmakers  551            ‐    36,920 $                                 49,891,538  $                132,791  $                              ‐    $                   10,128  $                           99  $                   143,018
Other Lenders  1,346 200 29,863 $                           4,147,089,300  $                324,386  $                1,980,826  $                     8,192  $                     8,240  $                2,321,64
Managed Investment Trustees  971 64 794 $                               144,892,729  $                234,011  $                   633,864  $                        218  $                        288  $                   868,381
Betting Agencies  17 17 793

55 
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$                               109,899,810  $                     4,097  $                   168,370  $                        218  $                        218  $                   172,903

Precious Metal Traders  71 56 $                   17,111  $                   554,631  $                            ‐    $                            ‐    $                   571,742
Stock Brokers  525 106 $                126,525  $                1,049,838  $                            ‐    $                            ‐    $                1,176,36
Pubs and Clubs  4,899            ‐    $             1,180,659  $                              ‐    $                            ‐    $                            ‐    $                1,180,65
Superannuation Fund Trustees  320 23 $                   77,120  $                   227,795  $                            ‐    $                            ‐    $                   304,915

Financial Planners and Insurance Brokers  1,185 60  $                285,585   $                   594,248   $                            ‐     $                            ‐     $                   879,833
Insurance Product Issuers  63 63 $                   15,183  $                   623,960  $                            ‐    $                            ‐    $                   639,143
Custodians  148 148 $                   35,668  $                1,465,811  $                            ‐    $                            ‐    $                1,501,47
Non Bank Wealth Creation Groups 3 3
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$                        723  $                     29,712  $                            ‐    $                            ‐    $                     30,435

Entire RE Population Totals 11,726 1,017 30,487,768 $                    4,209,054,323,192  $             2,825,966  $             10,072,500  $             8,363,267  $             8,363,267  $             29,625,0

 Total Levy 

Industry Groups with significant transaction 
reporting obligations 

Industry Groups without significant 
transaction reporting obligations 

RE Industry Groups 
Leviable 
Entities

Large 
Entities

Report Volume   Report Value 

 

00   

11 

 
 
Figure 3.2 below sets out the total levies attributable to various industry groups regulated by AUSTRAC based on the estimates 
above. Entities in industry groups under the line would not be subject to the transaction report component of the levy.  

Figure 3.2 Summary of expected levies applicable to different industry sectors5

                                                      

 

 
5 Currently Reporting Entities self classify which industry group they belong to. This means that some entities may be incorrectly classified.



4 Administrative arrangements 
4.1 Enabling legislation 
The AUSTRAC regulatory cost recovery model will be established by legislation. Two 
separate pieces of legislation (an imposition bill and a collection bill) are proposed to 
be introduced into the Parliament in the autumn 2011 sittings to enable cost recovery 
to commence from the 2011-12 financial year. 
The legislation will include provisions to facilitate the collection of levy payments. In 
line with Commonwealth standards, AUSTRAC is proposing that industry pay the 
levy within 30 days of AUSTRAC invoicing reporting entities. Similar to other cost 
recovery arrangements, provision for penalties and interest charges for late or non-
payment would be included in the legislation. 
The legislation would also include mechanisms to enable the review of administrative 
decisions, such as a decision not to waive late payment penalties. 

4.2 Transitional arrangements 
During the first year of operation, certain transitional arrangements are likely to apply. 
AUSTRAC anticipates that levies will be invoiced later in the 2011-12 financial year 
than they would be in subsequent years.  
AUSTRAC is proposing that the levy amount for registered remittance networks will 
initially be based on historical levels of transaction reports lodged by the registered 
remittance network’s affiliates until such time as registered remittance networks are 
wholly responsible for lodging threshold transaction and international funds transfer 
instruction reports on behalf of their affiliates. 

4.3 Cost Recovery Impact Statement 
Under the government’s cost recovery guidelines, all agencies with significant cost 
recovery arrangements are required to prepare a CRIS. A draft CRIS was prepared 
as part of the 2010-11 budget process. The CRIS will be updated following input 
received from reporting entities on the revised model set out in this paper. AUSTRAC 
expects to release an exposure draft of the revised CRIS before the government 
introduces the legislation into the Parliament. 

4.4 Monitoring and review 
The amount to be recovered by the AUSTRAC supervisory levy is determined 
through the government’s budgeting process and set out in the budget papers. The 
levy will be set annually to take into account the number of reporting entities, the 
classification of reporting entities and the volume and value of transaction reports.  
A review of the calculation methodology is planned after 5 years or earlier if there are 
material changes to the AUSTRAC operating environment. However, AUSTRAC will 
monitor the cost recovery approach on an ongoing basis.  
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Appendix A: How the government’s cost recovery 
guidelines apply to AUSTRAC 
What is cost recovery? 
Cost recovery encompasses fees and charges related to the provision of government 
goods and services, including regulation, to the private sector. Costs may be 
recovered by way of fee for the product or service or by way of a levy, whichever is 
most efficient. 
The Australian Government cost recovery guidelines set out the government’s policy 
in respect of cost recovery for government agencies. 
The purpose of the government’s cost recovery policy is to improve the consistency, 
transparency and accountability of Commonwealth cost recovery arrangements and 
to promote the efficient allocation of resources.  
Cost recovery charges ideally should reflect the costs of undertaking individual 
activities. Agencies may have insufficient information to formulate prices that reflect 
those cost drivers precisely; therefore, an agency will often need to use a proxy for 
the costs that are attributable to a particular entity. 

Key principles of cost recovery 
AUSTRAC’s proposed approach to cost recovery complies with the cost recovery 
guidelines. The table below sets out the key principles of cost recovery6 and how the 
proposed arrangements for AUSTRAC comply with these requirements. 

 

Figure A.1: Principles of cost recovery 

Key principles of cost recovery  Proposed AUSTRAC cost recovery 
arrangements 

1. Agencies should set charges to recover all the costs of 
products or services where it is efficient to do so, with partial 
cost recovery to apply only where new arrangements are 
phased in, where there are government endorsed community 
service obligations, or for explicit government policy purposes 

The total amount AUSTRAC will collect 
through the supervisory levy is equal to the 
cost of AUSTRAC’s work as Australia’s 
AMT/CTF regulator 

2. Cost recovery should not be applied where it is not cost 
effective, where it is inconsistent with government policy 
objectives or where it would unduly stifle competition or 
industry innovation 

The AUSTRAC cost recovery arrangements 
are consistent with government policy. The 
design of the levy has taken into account the 
need to maintain services, particularly in 
regional and rural areas 

                                                       
6 The key principles have been reproduced from page 29 of the ANAO Audit Report No. 23 2007-2009: The Management of Cost Recovery by Selected 

Regulators. Some principles may have been paraphrased and those relating to purely administrative matters have been omitted. 
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Key principles of cost recovery  Proposed AUSTRAC cost recovery arrangements 

3. Any charges should reflect the costs of 
providing the product or service and should 
generally be imposed on a fee for service bases 
or, where efficient, as a levy 

The components of the levy are directly linked to 
AUSTRAC’s regulatory activities 

4. All cost recovery arrangements should have 
clear legal authority for the imposition of 
charges 

The arrangements will be underpinned with legislation 

5. Agencies should not recover costs that are not 
directly related or integral to the provision of 
products or services (for example, some policy 
and parliamentary servicing functions). Agencies 
that undertake regulatory activities should 
generally include administration costs when 
determining appropriate charges 

The total amount AUSTRAC will collect through the 
supervisory levy is equal to the cost of AUSTRAC’s work as 
Australia’s AML/CTF regulator. Costs associated with 
AUSTRAC’s functions as a financial intelligence unit are not 
subject to cost recovery 

6. Where possible, cost recovery should be 
undertaken on an activity (or activity group) 
basis rather than across the agency as a whole. 
Cost recovery targets on an agency‐wide basis 
are to be discontinued 

The levy is made up of three components reflecting 
AUSTRAC’s regulatory activities as they apply to different 
reporting entities 

7. Agencies should not cost recover for products 
and services funded through the budget process, 
but may cost recover, where appropriate, for 
commercial, additional and incremental products 
and services that are not funded through the 
budget process 

AUSTRAC will not cost recover for activities funded through 
the budget process 

8. Portfolio Ministers should determine the most 
appropriate consultative mechanisms for their 
agencies’ cost recovery arrangements, where 
relevant 

Consultation with industry on the design of the levy will 
take place through this discussion paper and an exposure 
draft of the CRIS. The annual determination of levies will be 
set via a rule and industry will be consulted on the draft 
rule prior to the commencement of each financial year 

9. Cost recovery arrangements will be 
considered ‘significant’ depending on both the 
amount of revenue and the impact on 
stakeholders and where ministers have 
determined the activity to be significant on a 
case‐by‐case basis 

The AUSTRAC cost recovery arrangements are considered 
significant 

10. Agencies with significant cost recovery 
arrangements should ensure that they undertake 
appropriate stakeholder consultations, including 
with relevant departments 

AUSTRAC has consulted with relevant departments in the 
preparation of this discussion paper. Consultation with 
industry on the design of the levy will take place through 
this discussion paper and an exposure draft of the CRIS. 
The annual determination of levies will be set via a rule and 
industry will be consulted on the draft rule prior to the 
commencement of the financial year to which the levy 
relates 
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Key principles of cost recovery  Proposed AUSTRAC cost recovery 
arrangements 

11. All agencies with significant cost recovery arrangements 
will need to prepare a CRIS, unless they have prepared a 
Regulation Impact Statement (RIS) that also addresses cost 
recovery arrangements against these guidelines, and must 
include a summary of the CRIS in their portfolio budget 
submissions and statements. The chief executive, secretary 
or board must certify that the CRIS complies with the policy 
and provide a copy to Finance 

A draft CRIS was prepared as part of the budget 
process. A revised draft of the CRIS will be 
developed after the finalisation of the 
consultation process around this discussion 
paper. An exposure draft of this CRIS will be 
released prior to the legislation being 
introduced into the Parliament 

12. Agencies are to review all significant cost recovery 
arrangements periodically, but no less than every five years 

A review of the calculation methodology is 
planned after 5 years or earlier if there are 
material changes to the AUSTRAC operating 
environment. However, AUSTRAC will monitor 
the cost recovery approach on an ongoing basis 
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Appendix B: Relationship between AUSTRAC regulatory 
activities and AUSTRAC supervisory levy components 
In regulating the compliance of reporting entities with their obligations, AUSTRAC 
employs a risk-based approach to supervision. That is, the higher the ML/TF risk 
associated with a particular reporting entity, the greater supervisory effort AUSTRAC 
employs to supervise that entity. 
Under the AML/CTF Act, five key obligations are internationally recognised as best 
practice in deterring and detecting ML/TF. These key obligations are set out in the 
table below together with a description of the regulatory activities undertaken by 
AUSTRAC associated with each of these obligations. The table also describes how 
these regulatory activities are applied to different reporting entities across the 
AUSTRAC regulatory population. The table also shows an estimate of the proportion 
of AUSTRAC regulatory resources applied to each of the supervisory activities. 
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Determinants of regulatory effort and cost 

Obligation Regulatory activities Application of regulatory activity to 
Reporting Entities 

Proxy measure 
for regulatory 
effort and cost 

Proportion of 
Regulatory 

Budget  

Reporting entities 
must make 
themselves known 
to AUSTRAC 

Registration and enrolment through AUSTRAC systems. 
Maintenance of census information relating to reporting 
entities. Collection and analysis of compliance reports 

AUSTRAC applies uniform effort and incurs uniform cost 
for each reporting entity that it regulates under the 
AML/CTF Act 

The number of 
reporting entities Approx 10 % of 

the regulatory 
budget  

Reporting entities 
must conduct 
ML/TF risk 
assessments 

AUSTRAC monitors the appropriateness of ML/TF risk 
assessments through behavioural assessments, on-site 
assessments and desk reviews 

AUSTRAC expends relatively more effort and costs in 
reviewing the ML/TF risk assessment of larger reporting 
entities. The larger a reporting entity and the more 
complex its business the more complex is its assessment 
of risk 

The size of reporting 
entities 

Reporting entities 
must implement 
systems and 
governance to 
manage their 
ML/TF risks. 

AUSTRAC monitors the appropriateness of reporting entities 
governance and systems through behavioural assessments, 
on-site assessments and desk reviews 

AUSTRAC expends relatively more effort and costs in 
reviewing the systems and governance arrangements for 
larger reporting entities. The larger and more complex a 
reporting entity, the more complex are its systems and 
governance to manage risk 

The size of reporting 
entities 

Reporting entities 
must know their 
customers 

AUSTRAC monitors the appropriateness of reporting entities 
customer identification procedures through behavioural 
assessments, on-site assessments and desk reviews. 
AUSTRAC undertakes sampling of customer records to 
identify instances where a reporting entity has failed to comply 
with its customer identification procedures 

AUSTRAC expends relatively more effort and costs in 
reviewing the customer identification procedures of larger 
reporting entities. The larger and more complex a 
reporting entity, the more customers it is likely to have 
and the higher its exposure to ML/TF risk. In addition the 
larger a reporting entity, the more varied and complex are 
its likely customer types 

The size of reporting 
entities 

 

 

 

 

 

Approx 34%  
of the 

regulatory 
 budget 

Report transactions 
to AUSTRAC 

AUSTRAC facilitates the collection of transaction reports 
through AUSTRAC systems AUSTRAC monitors the timing, 
quality and volume of transaction reports. AUSTRAC monitors 
the adequacy of reporting entities’ transaction monitoring 
systems through on-site assessments 

AUSTRAC undertakes behavioural assessments to identify 
under, over and non- reporting by reporting entities 

AUSTRAC regulates reporting entities that submit higher 
volumes and higher values of transaction reports to 
AUSTRAC more intensively than other entities. The 
greater the number and value of transactions that a 
reporting entity undertakes that are captured by 
AUSTRAC, the higher is its exposure to ML/TF risk 

The number and value 
of transaction reports 
lodged with AUSTRAC Approx 56% of 

the regulatory 
budget 



Appendix C: Budgetary processes applying to AUSTRAC 
 
AUSTRAC is responsible for administering two programs that contribute to the 
delivery of one outcome for the government. 

AUSTRAC’s Outcome Statement from the 2010/11 Portfolio 
Budget Statement 

Outcome 1: A financial environment hostile to money laundering, financing of terrorism, 
major crime and tax evasion through industry regulation and the collection, analysis and 
dissemination of financial intelligence.

Program 1.1

Component 1.1.1: 
Australia’s anti‐money 
laundering and counter‐
terrorism financing 
regulator

Program 1.1

Component 1.1.2: 
Australia’s financial 
intelligence unit

Component contribution to Outcome 1:

As Australia’s AML/CTF Regulator AUSTRAC:

•Engages with and supports its regulated population 
to comply with AML/CTF obligations

•Supervises industry compliance with AML/CTF 
obligations and enforces them if necessary

•Develops regulatory policy

Component contribution to Outcome 1: 

As Australia’s FIU AUSTRAC:

•Promotes and disseminates financial intelligence to 
its partner agencies

•Conducts financial intelligence research and analysis

•Contributes to international AML/CTF efforts
 

The cost recovery funding model 
Under cost recovery, AUSTRAC would still be funded by a government appropriation 
for the cost of performing its two programs. However, cost recovery places an 
obligation on AUSTRAC to recover the amount it is funded by appropriation relating 
to program 1.1 and return those monies to the government’s Consolidated Revenue 
Fund (CRF). 
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AUSTRAC Cost Recovery Funding Model 

 

AUSTRAC supervision expenses 
In order to calculate the AUSTRAC Supervisory Levy the total amounts to be 
recovered via the levy must be determined.  
The AUSTRAC Cost Recovery Model is designed to recoup from reporting entities 
the full costs of AUSTRAC’s regulatory activities and only that amount. 
The government will determine the regulatory budget of AUSTRAC in accordance 
with the normal requirements of the Australian Government’s budgeting processes. 
The regulatory budget for AUSTRAC for 2011-12 through to 2013-14 is set out 
below. 

Total Regulatory Budget 
 2011-12 2012-13 2013-14
Supervision Business As Usual (including support 
services and capital items) $26.0 m $25.8 m $26.4 m

Small Business $0.8 m $0.9 m $0.8 m
Enforcement $1.0 m $1.0 m $1.0 m
Implementation and ongoing admin costs $1.8 m $1.7 m $1.7 m
 $29.6 m $29.4 m $30.0 m
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Glossary 
Affiliate of a registered 
remittance network 

Businesses that provide remittance services to customers as part of a 
remittance network facilitated by a registered remittance network 

AUSTRAC Australian Transaction Reports and Analysis Centre 

Australian 
Government Cost 
Recovery Guidelines 

Provide a framework to assist Australian Government agencies to design 
and implement cost recovery arrangements that comply with the 
government’s cost recovery policy 

AML/CTF Act Anti-Money Laundering and Counter-Terrorism Financing Act 2006 

Base component One of the three components that make up the proposed AUSTRAC 
supervisory levy. The base component relates to the base line expenses that 
AUSTRAC incurs in regulating all reporting entities. These expenses are 
uniform for all reporting entities 

CRF Consolidated Revenue Fund 

CRIS Cost Recovery Impact Statement 

DBG Designated Business Group 

Financial Action Task 
Force 

An international inter-governmental body whose purpose is the development 
and promotion of national and international policies to combat money 
laundering and terrorism financing 

FTE Full time equivalent 

Industry sector with 
significant transaction 
reporting obligations 

Industry sectors that submit more than 10,000 transaction reports or 
transaction reports relating to transactions of more than $100 million in value 
in a year to AUSTRAC 

Large entity A reporting entity with more than 150 FTE employees. The number of FTE 
employees can be calculated by dividing the number of ordinary hours 
worked by all employees in a reporting entity (regardless of whether or not 
those employees are physically located in Australia) in a four weeks period 
by 152 

Large entity 
component 

One of the three components that make up the proposed AUSTRAC 
supervisory levy. This component relates to additional expenses incurred by 
AUSTRAC in regulating larger entities. Larger entities have relatively more 
customers and typically provide products that are more complex over 
multiple distribution channels and multiple jurisdictions. In addition, large 
reporting entities are relatively more important to the overall integrity of 
Australia’s financial system. Accordingly, AUSTRAC applies relatively more 
supervisory resources toward regulating larger entities compared to small 
entities 

ML/TF Money laundering and terrorism financing 

Registered remittance 
network 

Typically large organisations that facilitate networks of remittance affiliates, 
providing the systems and services that enable their affiliates to provide 
remittance services 

Reporting entity The date at which AUSTRAC will determine which entities are liable to be 
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census date levied for that financial year 

Report value factor Part of the transaction reporting component of the AUSTRAC supervisory 
levy. This factor is multiplied by the value of transaction reports received 
from reporting entities in industry sectors with significant transaction 
reporting obligations to determine part of the transaction reporting 
component of the levy for that reporting entity 

Report volume factor Part of the transaction reporting component of the AUSTRAC supervisory 
levy. This factor is multiplied by the volume of transaction reports received 
from reporting entities in industry sectors with significant transaction 
reporting obligations to determine part of the transaction reporting 
component of the levy for that reporting entity 

Transaction reporting 
component 

One of the three components that make up the proposed AUSTRAC 
supervisory levy. This component relates to the additional direct expenses 
incurred by AUSTRAC in regulating reporting entities that lodge high 
volumes of transaction reports and/or transaction reports relating to higher 
value transactions 

Transaction report 
component 
measurement period 

The period over which AUSTRAC will measure the transaction reports 
received by it for the purposes of determining the transaction report 
component of the AUSTRAC supervisory levy 
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