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Advanced Certificate in Compliance in Humanitarian Organizations

Anti-Money Laundering and Counter-Terrorist
Financing

Money laundering is the process by which illicit funds are transformed into apparently legitimate assets. The
classic three‑stage model—placement, layering and integration—remains the foundation for understanding
how criminals obscure the source of their proceeds. In the placement stage, cash or other “dirty” assets are
introduced into the financial system, often through high‑volume, low‑value deposits that evade detection.
For humanitarian organisations, placement can occur when a crisis‑affected community receives cash
assistance that is subsequently diverted to illicit actors. The layering stage involves a series of complex
transactions—such as transfers between multiple accounts, conversion into foreign currencies, or purchase
of high‑value goods—to create distance between the original source and the final beneficiary. Humanitarian
supply chains may be used for layering when goods are shipped through several intermediary warehouses
before reaching the end recipient. Integration completes the cycle when the laundered funds re‑enter the
economy as apparently clean capital, perhaps as a donation to a non‑governmental organisation (NGO) or
as a grant to a development project. Understanding each stage helps compliance officers design controls
that interrupt the flow at the earliest possible point.

Counter‑terrorist financing (CTF) refers to the set of measures aimed at preventing the collection,
movement, and use of funds for terrorist activities. Unlike money laundering, which seeks to conceal the
origins of illicit proceeds, terrorist financing may involve legitimate‑sounding revenue streams—such as
charitable donations—mixed with illegal sources. A practical example for a humanitarian agency is the
exploitation of disaster relief appeals to raise money that is later diverted to support extremist groups. CTF
controls therefore focus not only on the detection of suspicious patterns but also on the verification of the
ultimate purpose of funds. The dual nature of terrorist financing—legal and illegal—requires a nuanced
approach that balances humanitarian imperatives with security obligations.

Know Your Customer (KYC) is the cornerstone of client verification. In the humanitarian sector, “customer”
may include donors, beneficiaries, partner NGOs, and local service providers. Effective KYC entails collecting
and verifying identity documents, assessing the purpose of the relationship, and establishing a baseline of
expected activity. For instance, when a new donor pledges a large sum, the compliance team must confirm
the donor’s identity, source of wealth, and intended use of funds. Failure to conduct thorough KYC can
expose an organisation to reputational risk and regulatory penalties. The KYC process is typically
documented in a KYC file that is retained for a statutory period, often five years, and is subject to audit.

Customer Due Diligence (CDD) expands on KYC by evaluating the risk profile of a client. CDD includes
ongoing monitoring of transactions, periodic reviews of client information, and the application of risk‑based
thresholds. In practice, a humanitarian organisation may assign a low risk rating to a longstanding corporate
donor with transparent financial statements, while assigning a higher rating to a new individual donor from
a high‑risk jurisdiction. The risk rating determines the level of scrutiny applied to subsequent transactions.
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For example, a high‑risk client may trigger an immediate review of any donation exceeding a pre‑defined
amount, whereas a low‑risk client’s transactions may be reviewed on a quarterly basis.

Enhanced Due Diligence (EDD) is reserved for clients or transactions that present a heightened risk of
money laundering or terrorist financing. EDD requires deeper investigation, such as obtaining additional
documentation, conducting background checks, and consulting external databases. A humanitarian agency
might apply EDD when a donor is a politically exposed person (PEP) from a country with weak
anti‑corruption controls. In such cases, the compliance officer would verify the donor’s source of wealth,
scrutinise the flow of funds through multiple banking institutions, and perhaps request an independent
audit of the donor’s financial statements. EDD is resource‑intensive but essential for mitigating exposure to
illicit activity.

Politically Exposed Person (PEP) denotes an individual who holds or has held a prominent public function, as
well as close family members and associates. PEPs are considered high‑risk because of the potential for
abuse of public office for personal gain. In humanitarian contexts, a PEP might be a government minister
who also serves on the board of a local NGO. The presence of a PEP in a donor or partner list triggers
mandatory EDD, including verification of the source of funds and continuous monitoring for any changes in
the PEP’s status. Organisations must maintain a dynamic PEP database that reflects updates from
international sanction lists and political risk assessments.

Beneficial Owner is the natural person who ultimately owns or controls a legal entity, regardless of the name
on the registration documents. Identifying the beneficial owner is critical because shell companies can
conceal true ownership, facilitating illicit transfers. For example, a charitable foundation may be established
by a corporate entity that is itself owned by a group of individuals with opaque shareholdings. Compliance
officers must request shareholder registers, trust deeds, and other ownership documentation to trace the
ultimate control chain. Failure to identify beneficial owners can lead to inadvertent facilitation of money
laundering or the financing of extremist activities.

Suspicious Activity Report (SAR) is a formal notification filed with the national Financial Intelligence Unit
(FIU) when a transaction or series of transactions raises suspicion of money laundering or terrorist financing.
In the humanitarian sector, SARs may be triggered by unusual donation patterns, such as a sudden influx of
cash from a region experiencing conflict, or by irregularities in procurement processes. The SAR must
contain a factual description of the activity, the rationale for suspicion, and any supporting documentation.
It is crucial that the reporting officer maintains confidentiality, as disclosure of a SAR can jeopardise
investigations and expose the organisation to legal liability.

Financial Intelligence Unit (FIU) is the national agency responsible for receiving, analyzing, and
disseminating financial information related to money laundering and terrorist financing. FIUs act as the
conduit between private sector reporting entities and law‑enforcement agencies. When a humanitarian
organisation files a SAR, the FIU evaluates the report, may request additional information, and determines
whether to forward the case to investigative authorities. Cooperation with the FIU is mandatory in many
jurisdictions, and non‑compliance can result in severe penalties, including loss of the right to operate.

Risk Assessment is the systematic process of identifying, measuring, and prioritising risks associated with
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money laundering and terrorist financing. In the humanitarian environment, risk assessments consider
factors such as geographic exposure, donor profile, program type, and the regulatory landscape. A
comprehensive risk assessment might reveal that operations in a post‑conflict zone with weak governance
pose a higher risk of diversion of funds. The output of the risk assessment informs the allocation of
resources, the design of controls, and the selection of monitoring thresholds. It is a living document that
must be reviewed annually or whenever a material change occurs, such as the launch of a new program.

Transaction Monitoring involves the automated or manual review of financial transactions to detect patterns
that deviate from a client’s expected behaviour. Humanitarian organisations typically use transaction
monitoring software to flag donations that exceed a certain size, originate from high‑risk jurisdictions, or
involve multiple transfers to the same beneficiary within a short timeframe. When a trigger is activated, the
compliance team investigates the underlying activity, assesses whether a SAR should be filed, and
determines if any corrective actions are required. Effective transaction monitoring balances sensitivity
(detecting genuine threats) with specificity (avoiding false positives that waste resources).

Sanctions are government‑imposed restrictions that prohibit dealings with designated individuals, entities,
or countries. Sanctions programmes are enforced by bodies such as the United Nations Security Council,
the European Union, and the United States Office of Foreign Assets Control (OFAC). Humanitarian
organisations must screen all donors, partners, and beneficiaries against sanctions lists before engaging in
any transaction. For example, if a local partner is listed on the OFAC Specially Designated Nationals (SDN)
list, the NGO must cease all financial interactions and report the finding to the relevant authorities.
Sanctions compliance is distinct from AML/CTF but intersects closely, as sanctioned parties are often
involved in illicit financing networks.

Watchlist refers to a broader set of databases that include not only sanctions but also politically exposed
persons, high‑risk jurisdictions, and known terrorist organizations. Screening against watchlists is a
continuous process; new entries are added daily, and existing entries may be updated. Humanitarian
organisations typically integrate watchlist screening into their donor management systems, ensuring that
any change in a partner’s status triggers an automatic alert. The compliance team must then verify the alert,
document the outcome, and, if necessary, take remedial action such as terminating the relationship or filing
a SAR.

Shell Company is a legal entity that exists only on paper and has no active business operations or significant
assets. Shell companies are frequently used to conceal the true source or destination of funds. In a
humanitarian context, a shell company might be set up to receive a grant, then quickly transfer the money
to a third party, making tracing difficult. Detecting shell companies requires diligent review of incorporation
documents, the presence of a physical office, and the history of financial activity. The presence of a shell
company in a supply chain should raise a red flag and prompt EDD.

Front Company is similar to a shell company but engages in a façade of legitimate business activity to mask
illicit operations. Front companies can be used to funnel money, procure equipment, or provide cover for
the movement of goods. For example, a logistics firm that appears to provide transport services for relief
supplies might actually be diverting a portion of the cargo to fund armed groups. Compliance teams need
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to assess the authenticity of business licences, review transaction volumes against declared activities, and
conduct site visits where feasible.

Correspondent Banking refers to a banking relationship where one bank (the correspondent) provides
services on behalf of another bank (the respondent) in a different jurisdiction. Correspondent banking is a
high‑risk channel for money laundering because it can enable the rapid movement of funds across borders
with limited transparency. Humanitarian organisations often rely on correspondent banks to process
cross‑border donations. To mitigate risk, the compliance function must verify that the correspondent bank
has robust AML/CTF controls, is not located in a high‑risk jurisdiction, and is subject to regular supervisory
reviews. Documentation such as the correspondent bank’s AML policies should be obtained and retained.

Financial Action Task Force (FATF) is an intergovernmental body that sets international standards for AML
and CTF. FATF’s 40 Recommendations provide a framework that most jurisdictions adopt into law.
Humanitarian organisations operating in multiple countries should align their compliance programmes with
FATF standards, as non‑alignment can result in increased scrutiny from regulators and donors. FATF also
publishes a list of high‑risk and non‑cooperative jurisdictions (the “blacklist”) and a separate “greylist” of
jurisdictions under increased monitoring. Organizations must incorporate these lists into their risk
assessment and screening processes.

Risk‑Based Approach is the principle that compliance resources should be allocated proportionally to the
level of risk identified. Rather than applying uniform controls to all transactions, a risk‑based approach
tailors due diligence, monitoring, and reporting to the assessed risk. For example, a donation from a
well‑known corporate foundation with transparent financial statements may be subject to standard CDD,
whereas a cash donation from an individual in a conflict‑affected country may require EDD and continuous
monitoring. This approach enables humanitarian organisations to focus effort where it matters most,
without compromising overall integrity.

Structuring (also known as “smurfing”) is the practice of breaking up large transactions into smaller amounts
to avoid detection thresholds. Structuring is a common technique used to conceal the source of illicit funds
during the placement stage. In a humanitarian setting, a donor may make numerous small cash
contributions that, when aggregated, represent a significant sum. Transaction monitoring systems must be
configured to detect patterns of repeated small deposits that cumulatively exceed a set threshold. When
such a pattern is identified, the compliance officer should investigate the underlying motive and consider
filing a SAR.

Beneficiary Due Diligence extends the CDD process to the ultimate recipients of funds or goods. In
humanitarian programmes, beneficiaries may be individuals, households, or community organisations.
Conducting due diligence on beneficiaries involves verifying identity documents, assessing eligibility criteria,
and ensuring that funds are not being diverted to unauthorized parties. For cash‑based assistance, this may
include confirming that the recipient is not a member of an extremist group. Beneficiary due diligence also
involves maintaining records of distribution, which can be audited to demonstrate compliance.

Asset Freezing is a legal tool that prevents the movement or use of assets belonging to designated
individuals or entities. Asset freezing is often employed in response to sanctions or court orders.
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Humanitarian organisations may be required to freeze funds or property if a donor or partner is placed on a
sanctions list after a transaction has been initiated. The compliance team must act promptly to prevent
disbursement, notify senior management, and report the action to the relevant authorities. Procedures for
asset freezing should be documented in a clear policy that outlines roles, responsibilities, and escalation
pathways.

Money Laundering Reporting Officer (MLRO) is the senior individual responsible for overseeing an
organisation’s AML/CTF compliance programme. The MLRO’s duties include ensuring that policies are
up‑to‑date, that staff receive appropriate training, and that SARs are filed in a timely manner. In the
humanitarian sector, the MLRO may also coordinate with programme managers to integrate compliance
considerations into project design. The MLRO must maintain independence from operational
decision‑making to avoid conflicts of interest and must have direct access to senior leadership and the
board.

Compliance Programme encompasses the policies, procedures, controls, and training that enable an
organisation to meet its AML/CTF obligations. A robust compliance programme for a humanitarian NGO
includes a written AML/CTF policy, KYC and CDD procedures, transaction monitoring rules, SAR filing
protocols, and regular independent audits. The programme should be proportionate to the organisation’s
size, risk profile, and operating environments. Documentation of the programme is essential for regulatory
inspections and donor due diligence reviews.

Independent Audit is an external review of the AML/CTF compliance framework to assess its effectiveness
and identify gaps. Audits may be conducted by certified public accountants, specialized compliance
consultants, or regulatory bodies. An audit typically examines policy adherence, the adequacy of risk
assessments, the completeness of SAR filings, and the functionality of transaction monitoring systems.
Findings are reported to senior management and the board, with recommendations for remediation. For
humanitarian organisations, independent audits provide assurance to donors that funds are being managed
responsibly.

Training and Awareness is a critical component of any AML/CTF strategy. Staff at all levels—from field
officers to finance personnel—must understand the signs of money laundering and terrorist financing, the
importance of KYC, and the procedures for escalating suspicious activity. Training should be role‑specific,
using real‑world scenarios such as a donor’s cash contribution in a refugee camp or a procurement contract
with a local transport firm. Regular refresher courses and updates on regulatory changes help maintain
vigilance and reduce the likelihood of inadvertent non‑compliance.

Regulatory Framework refers to the body of laws, regulations, and guidance that govern AML/CTF
obligations. In many jurisdictions, the primary legislation is the Anti‑Money Laundering Act, supplemented
by specific anti‑terrorist financing statutes. Humanitarian organisations must map the regulatory
requirements of each country in which they operate, as well as any sector‑specific obligations imposed by
donors or multilateral agencies. Non‑compliance can result in fines, loss of funding, or criminal prosecution.
A compliance officer should maintain a regulatory register that tracks changes and ensures that internal
policies are updated accordingly.
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Data Privacy considerations intersect with AML/CTF requirements, particularly when collecting personal
information for KYC and beneficiary due diligence. Humanitarian organisations must balance the need for
detailed data against privacy laws such as the General Data Protection Regulation (GDPR) in the European
Union. Approaches include obtaining explicit consent, limiting data collection to what is necessary for risk
assessment, and implementing robust data security measures. Failure to protect personal data can lead to
regulatory penalties and undermine trust with beneficiaries and donors.

Third‑Party Risk Management addresses the risks associated with outsourcing services to external vendors,
such as payment processors, logistics providers, or fundraising platforms. Third parties can become vectors
for money laundering if they lack adequate controls. Humanitarian organisations should conduct due
diligence on vendors, assess their AML/CTF policies, and include contractual clauses that require compliance
with the organisation’s standards. Ongoing monitoring of third‑party performance is essential, as a vendor’s
risk profile may change over time.

Geographic Risk reflects the varying levels of AML/CTF exposure associated with different locations. Regions
experiencing armed conflict, political instability, or weak regulatory oversight are typically high‑risk.
Humanitarian programmes operating in such areas must apply heightened controls, such as EDD on all local
partners, increased transaction monitoring frequency, and more frequent SAR filings. Geographic risk
should be incorporated into the overall risk assessment and reviewed whenever the security situation
evolves.

Sectoral Risk pertains to the specific vulnerabilities inherent in certain humanitarian activities. Cash‑based
assistance, for example, is more susceptible to diversion and structuring than in‑kind donations.
Procurement of high‑value items, such as construction equipment, can be exploited for illicit procurement
schemes. Understanding sectoral risk enables organisations to design targeted controls—like requiring
multiple signatures for cash disbursements or implementing physical inventory checks for donated goods.

Red Flag Indicators are observable signs that suggest potential money laundering or terrorist financing
activity. Common red flags include: Sudden changes in donor behaviour, donations from unrelated parties
to a single project, use of intermediaries with opaque ownership, or transactions that do not align with the
stated purpose of a program. Compliance staff should maintain a checklist of red flags and ensure that any
occurrence triggers a documented investigation. Over‑reliance on generic red flags without context can
lead to “alert fatigue,” so it is important to calibrate indicators to the organisation’s risk profile.

Alert Management is the systematic process of handling alerts generated by transaction monitoring
systems. An effective alert management workflow includes initial triage, investigation, escalation, and
resolution. Alerts should be logged with details of the investigation, the decision taken, and any supporting
evidence. For humanitarian NGOs, the alert management process must be flexible enough to accommodate
field‑based staff who may have limited access to digital tools, while still ensuring that central compliance
can review and act on high‑risk alerts.

Documentation and Record‑Keeping is a regulatory requirement that mandates the retention of all AML/
CTF related records for a prescribed period, often five years. Documents to be retained include KYC files,
CDD and EDD reports, SAR filings, internal audit reports, training logs, and board minutes discussing
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compliance matters. Proper documentation provides evidence of a compliant culture and enables regulators
to assess the effectiveness of the organisation’s controls. In humanitarian settings, where staff turnover can
be high, robust record‑keeping ensures continuity despite personnel changes.

Whistleblower Mechanism allows employees, volunteers, or external partners to report concerns about
potential money laundering or terrorist financing anonymously. A well‑designed whistleblower system
encourages early detection of misconduct and protects reporters from retaliation. The mechanism should
include clear reporting channels, confidentiality guarantees, and procedures for investigating disclosures.
Humanitarian organisations often operate in environments where fear of reprisal is high, making a trusted
whistleblower system a vital component of the overall compliance framework.

Regulatory Inspection is an official review conducted by a supervisory authority to assess an organisation’s
compliance with AML/CTF obligations. Inspections may be scheduled or triggered by a suspicious activity
report. During an inspection, regulators examine policies, interview staff, review transaction records, and
assess the effectiveness of controls. Preparation for inspections includes conducting internal mock reviews,
ensuring that all documentation is up‑to‑date, and training staff on how to respond to regulator inquiries. A
successful inspection outcome reinforces donor confidence and can mitigate the risk of sanctions.

Donor Due Diligence is the process of evaluating the legitimacy and intent of donors before accepting
contributions. Humanitarian NGOs often receive funds from a diverse array of sources, including private
individuals, corporations, foundations, and governments. Each source carries a distinct risk profile. For
example, a corporate donor with a history of corporate social responsibility may be low‑risk, while an
anonymous cash donation from a conflict zone may be high‑risk. Donor due diligence should verify the
donor’s identity, source of wealth, and any affiliations with sanctioned or extremist entities. This process is
essential not only for compliance but also for safeguarding the organisation’s reputation.

Beneficiary Screening involves checking the identities of individuals or groups who will receive assistance
against sanctions, watchlists, and other risk indicators. In practice, this may mean cross‑referencing a
beneficiary’s name with the United Nations Consolidated List of Sanctions, the OFAC SDN list, and regional
terrorist watchlists. Screening should be performed before funds are disbursed, and any match must be
investigated to determine whether a false positive or a genuine risk exists. Beneficiary screening is
particularly important in cash‑based programmes, where funds can be quickly transferred to illicit actors if
not properly vetted.

Programmatic Risk is the risk that a specific humanitarian programme could be exploited for money
laundering or terrorist financing. For instance, a food‑distribution programme in a refugee camp could be
used to funnel cash payments to armed groups under the guise of “food vouchers.” To mitigate
programmatic risk, compliance teams must collaborate with programme managers to design controls such
as segregation of duties, random audits of voucher redemption, and real‑time monitoring of procurement
invoices.

Control Environment describes the overall attitude, policies, and procedures that influence the effectiveness
of AML/CTF compliance. A strong control environment is characterised by clear governance structures,
senior management commitment, and an organisational culture that values ethical conduct. In humanitarian
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organisations, the control environment must also reflect the mission‑driven nature of the work, ensuring
that compliance does not become a hindrance to delivering aid, but rather an enabler of sustainable,
trustworthy assistance.

Segregation of Duties is a fundamental internal control that prevents a single individual from having
end‑to‑end authority over a financial transaction. In practice, the person who authorises a donor’s
contribution should not be the same person who processes the payment or records the entry in the
accounting system. Segregation of duties reduces the risk of fraud, misappropriation, and inadvertent
non‑compliance. Humanitarian NGOs with limited staff may need to implement compensating controls,
such as dual‑approval workflows or periodic supervisory reviews, to achieve the same level of assurance.

Dual‑Use Goods are items that have both civilian and military applications, such as communications
equipment, vehicles, or certain chemicals. The transfer of dual‑use goods can be subject to export controls
and may be monitored for potential diversion to terrorist or armed groups. Humanitarian organisations that
procure or distribute such items must ensure that end‑users are vetted and that the goods are not
repurposed for illicit activities. This often involves obtaining end‑use certificates and conducting
post‑delivery verification.

Beneficiary Feedback Mechanism allows recipients of aid to report concerns, including suspected misuse of
funds or coercion. While primarily a tool for improving programme quality, the feedback mechanism can
also serve as an early warning system for AML/CTF risks. For example, a beneficiary might report that a local
partner is demanding a “tax” on cash assistance, which could indicate extortion or the financing of illicit
actors. The compliance team should integrate feedback analysis into its risk monitoring processes.

Legal Entity Identifier (LEI) is a unique global identifier for legal entities participating in financial
transactions. LEIs facilitate the identification of counterparties and help in tracing the flow of funds across
borders. Humanitarian organisations that engage in large‑scale financial transactions, such as grant
agreements with international partners, should capture the LEI of each entity to improve transparency and
support regulatory reporting requirements.

Cross‑Border Transfers involve the movement of funds or assets from one jurisdiction to another. These
transfers are a focal point for AML/CTF controls because they can obscure the origin and destination of
money. Humanitarian NGOs that receive foreign donations or remit payments to local contractors must
apply robust screening, monitor for unusual patterns, and retain documentation that evidences the purpose
of each transfer. In some cases, the use of correspondent banks may be unavoidable, requiring additional
due diligence on the banking relationships involved.

Beneficiary Verification is the step of confirming that a person or group is genuinely eligible for assistance.
Verification may involve checking identity documents, proof of residence, or community endorsements. In
high‑risk environments, verification should also consider the possibility of infiltration by extremist actors
seeking to access resources. Techniques such as biometric verification, community‑based validation, and
random spot checks can enhance the reliability of beneficiary verification processes.

Operational Risk refers to the risk of loss resulting from inadequate or failed internal processes, people, or
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systems. Within AML/CTF, operational risk can manifest as incomplete KYC records, failure to file a SAR, or
inadequate staff training. Humanitarian organisations should conduct regular operational risk assessments,
identify potential failure points, and implement mitigation strategies such as process automation, standard
operating procedures, and continuous improvement cycles.

Regulatory Change Management is the systematic approach to identifying, assessing, and implementing
changes in laws or guidance that affect AML/CTF obligations. This function involves monitoring legislative
updates, interpreting new requirements, and updating internal policies accordingly. In the humanitarian
sector, regulatory change management must also consider donor‑specific compliance mandates, which may
evolve more rapidly than national legislation. A dedicated compliance officer or team should be tasked with
maintaining a change‑log and ensuring that all staff are informed of pertinent updates.

Incident Response Plan outlines the steps to be taken when a compliance breach or suspicious activity is
identified. The plan should define roles and responsibilities, communication protocols, and escalation
procedures. For example, if a SAR is filed, the incident response plan may require immediate notification of
senior management, preservation of relevant records, and coordination with the FIU. Regular drills and
tabletop exercises help ensure that the response plan is effective and that staff know how to act under
pressure.

Stakeholder Engagement is essential for building a shared understanding of AML/CTF expectations among
donors, partners, beneficiaries, and regulators. Transparent communication about compliance measures can
enhance trust and encourage cooperation. Humanitarian organisations should develop stakeholder
engagement strategies that include regular reporting on AML/CTF activities, joint training sessions with
partners, and collaborative risk assessments. Engaging stakeholders early in programme design can also
help identify potential vulnerabilities before they are exploited.

Technology Solutions such as automated screening tools, artificial intelligence‑driven transaction
monitoring, and blockchain‑based traceability platforms offer new capabilities for AML/CTF compliance. For
instance, AI algorithms can detect anomalous patterns in donor behaviour that traditional rule‑based
systems might miss. Blockchain can provide immutable records of fund flows, improving transparency for
donors and regulators. However, technology adoption must be balanced against cost, data privacy
concerns, and the need for human oversight to interpret alerts correctly.

Data Analytics enables compliance teams to analyse large volumes of transaction data, identify trends, and
refine risk models. By applying statistical techniques, organisations can quantify the likelihood of money
laundering events and adjust monitoring thresholds accordingly. In humanitarian contexts, data analytics
can also be used to assess the effectiveness of anti‑fraud measures, such as measuring the reduction in
irregularities after implementing a new control.

Continuous Improvement is the philosophy that AML/CTF compliance is an evolving process. Regular
reviews of policies, feedback from audits, and lessons learned from incidents should feed back into the
compliance programme. Humanitarian NGOs should establish key performance indicators—such as the
number of SARs filed, average investigation time, or percentage of donors screened—to monitor progress.
A culture of continuous improvement ensures that the organisation remains resilient against emerging
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threats.

Ethical Considerations intersect with AML/CTF compliance, especially when humanitarian principles of
neutrality and impartiality are at stake. For example, refusing to accept a donation from a donor with a
questionable background may protect the organisation’s integrity but could also limit resources for
vulnerable populations. Compliance officers must balance legal obligations with ethical judgments, often
consulting senior leadership and ethics committees to reach decisions that uphold both the law and
humanitarian values.

Case Study: Cash Assistance in a Conflict Zone illustrates many of the concepts described. An NGO receives
a large cash grant from an overseas foundation to support displaced families. The donor is a registered
charitable organization, but its board includes a member who is a citizen of a country on the OFAC
sanctions list. The compliance team conducts KYC on the donor, identifies the high‑risk individual, and
initiates EDD. The donor’s source of funds is traced to a commercial bank in a jurisdiction with weak AML
enforcement. Transaction monitoring flags multiple disbursements to beneficiaries in a region where an
armed group is active. The compliance officer reviews beneficiary verification documents, discovers that
several beneficiaries share the same address, and that the local implementing partner has a shell company
registered in a tax haven. A SAR is filed, the FIU requests additional information, and the NGO temporarily
suspends cash disbursements while conducting a forensic audit. The incident triggers a review of the NGO’s
third‑party risk management, leading to stricter vetting of local partners and the adoption of biometric
verification for beneficiaries. This case demonstrates how risk assessment, KYC, CDD, EDD, transaction
monitoring, and SAR filing work together to mitigate AML/CTF risk while preserving the mission’s
humanitarian objectives.

Case Study: Procurement of Construction Materials shows a different risk profile. A humanitarian
organisation contracts a local supplier to build temporary shelters. The supplier is a newly incorporated
entity with no physical office, and its ultimate owner is listed on a sanctions watchlist. The compliance team
performs a watchlist screen, uncovers the match, and escalates to senior management. An EDD is
performed, revealing that the supplier’s bank account is held with a correspondent bank known for lax AML
controls. The procurement contract is paused, and a new supplier with verified ownership is selected. The
incident highlights the importance of third‑party risk management, watchlist screening, and the need for
robust procurement policies that incorporate AML/CTF considerations.

Challenges in Humanitarian Settings include limited infrastructure, volatile security environments, and the
need to act quickly. In remote field offices, internet connectivity may be intermittent, affecting the ability to
run real‑time screening tools. Staff may have limited training in compliance, and high staff turnover can
erode institutional knowledge. Additionally, the imperative to deliver aid rapidly can create tension with the
time‑consuming nature of due diligence. To address these challenges, NGOs can adopt a tiered approach:
Applying streamlined KYC for low‑risk donors, leveraging mobile‑based verification tools for beneficiaries,
and establishing pre‑approved partner lists that have undergone prior EDD. Capacity‑building initiatives,
such as remote training modules and mentorship programmes, help embed compliance expertise
throughout the organisation.
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Emerging Risks include the use of cryptocurrencies for illicit financing. While some humanitarian
organisations explore digital currencies to reduce transaction costs, the anonymity and cross‑border nature
of crypto assets pose AML/CTF concerns. Compliance teams should develop policies that define acceptable
use cases, require wallet address verification, and integrate blockchain analytics tools to monitor for
suspicious activity. Another emerging risk is the “crowd‑sourced” fundraising model, where large numbers
of small donors contribute via online platforms. The sheer volume of transactions can overwhelm traditional
monitoring systems, necessitating the adoption of machine‑learning algorithms that can detect patterns
indicative of layering or structuring.

International Coordination is vital because money laundering and terrorist financing are transnational
phenomena. Humanitarian NGOs often collaborate with UN agencies, multilateral donors, and government
bodies, each of which may have its own compliance expectations. Harmonising standards across partners
reduces duplication of effort and strengthens collective resilience. Participation in industry working groups,
such as the International Committee of the Red Cross’s Financial Integrity Forum, provides opportunities to
share best practices, develop joint guidelines, and influence policy development.

Regulatory Reporting Obligations vary by jurisdiction but typically include periodic filings of AML/CTF
compliance statements, annual risk assessments, and details of SARs submitted. In some countries, NGOs
are exempt from certain reporting requirements if they meet specific criteria, such as operating exclusively
for charitable purposes. However, exemptions are not universal, and organisations must verify local
obligations before assuming compliance. Failure to meet reporting deadlines can attract fines and
jeopardise the organisation’s ability to operate in the affected jurisdiction.

Integration with Financial Management Systems ensures that AML/CTF controls are embedded in the
day‑to‑day financial processes. For example, an enterprise resource planning (ERP) system can be
configured to automatically enforce KYC checks before processing a donor’s contribution, generate alerts
for transactions that exceed predefined thresholds, and log audit trails for all compliance‑related actions.
Integration reduces manual data entry errors, improves efficiency, and provides a single source of truth for
auditors and regulators.

Governance Structures define the lines of authority and accountability for AML/CTF compliance. A typical
governance model includes a board‑level oversight committee, an executive sponsor, the MLRO, and
functional leads for finance, procurement, and programmes. Clear delegation of authority ensures that
compliance decisions are made by individuals with the appropriate expertise and that there is no conflict of
interest. Governance documents should outline escalation pathways for high‑risk findings, the frequency of
board reporting, and the criteria for approving new high‑value donors or partners.

Documentation of Controls is essential for demonstrating compliance during inspections. Control
documentation should include policies, standard operating procedures, risk assessment reports, training
records, and evidence of monitoring activities. For each control, the documentation must specify the
objective, the responsible party, the frequency of execution, and the method of verification. Maintaining a
centralised repository of control documentation facilitates audit readiness and enables rapid retrieval of
information when regulators request specific evidence.
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Cost‑Benefit Analysis is often required to justify the allocation of resources to AML/CTF controls. While
compliance can be perceived as a cost centre, the benefits—such as protecting the organisation’s
reputation, avoiding fines, and preserving donor confidence—far outweigh the expenses. A cost‑benefit
analysis should consider both direct costs (software licences, staff salaries) and indirect costs (delays in fund
disbursement). By quantifying the potential financial and reputational losses associated with
non‑compliance, NGOs can make a compelling case for investing in robust AML/CTF infrastructure.

Future Directions in AML/CTF for humanitarian organisations include greater use of artificial intelligence for
predictive risk modelling, the development of industry‑wide data sharing platforms that respect privacy
while enhancing collective intelligence, and the incorporation of sustainability metrics that align
anti‑corruption efforts with broader ESG (environmental, social, governance) goals. As regulatory
expectations evolve, organisations that proactively adopt innovative solutions will be better positioned to
navigate complex risk landscapes while delivering aid efficiently and ethically.
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