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Without doubt the introduction of Tranche 2 of the AML/CTF will have a significant impact 
on conveyancers, lawyers, real estate agents and accountants. The technology is in place to 
assist in providing tools that make compliance efficient and the sooner they get on top of it 
the less likely they are to incur a substantial fine for any breaches in the future.

To assist these professionals to comply with Tranche 2 of the AML/CTF legislation, InfoTrack 
convened a roundtable with Australia’s leading AML/CTF experts in January 2018.  
Participants explored the implications of Tranche 2 and what it means for conveyancers, 
lawyers, accountants and real estate agents.

I would particularly like to thank Ronald Daliya, Project Manager, AML, Clayton Utz; Todd 
Harland, CEO of AML Solutions International; Alexia Houston, Head of Insurance and Risk at 
Clayton Utz; Geoff Peck, Managing Director, FTI Consulting and Lee Baillie General  
Manager, Products and Innovation at InfoTrack for their participation and insightful thinking.

The roundtable brought to light a diverse range of concerns and observations including:
• An overview of the current AML/CTF Act
• The role of the lawyer is being challenged under Tranche 2
• Uncertainty and lack of knowledge of what it means is at an all-time high
• Impact on time and resources is a key pain point 
• The “she’ll be right attitude of Australia” is not going to cut the mustard
• Potential for new business opportunities 
• All companies, big and small, need to act now - what they need to do

This guide not only explores, but also endeavours to address these concerns and observa-
tions in a determined bid to assist ‘gatekeeper’ professionals to understand the new regime, 
how to comply with it efficiently and seamlessly and how to take advantage of potential new 
business opportunities.

As the largest provider of searching technologies to conveyancers, lawyers, accountants and 
real estate agents in the country, InfoTrack is committed to taking a leadership role in  
informing, educating and assisting these professionals transition to the new regime  
smoothly and with a minimum cost and disruption to their business.

   - John Ahern, Chief Executive, InfoTrack

PREPARING FOR TRANCHE 2



THE CURRENT AML/CTF LANDSCAPE

Tranche 1 

The Anti-Money Laundering and Counter-Terrorism Financing Act 2006 (AML/CTF Act) was established in 2006 
to stop money laundering and terrorism financing. Currently, only Tranche 1 of the Act has been implemented 
which extends obligations to those who work in financial businesses, including the financial sector, gambling 
sector, bullion dealers and remittance service providers. This group includes around 14,000 entities. 

National occurrences involving big Australian companies such as the Commonwealth Bank and Tabcorp, have 
highlighted the need for greater AML/CTF due diligence and increased the pressure for wider reaching  
regulations across the Australian business landscape. Knowing your customer has never been so prevalent in 
today’s world of commerce.

Criticism of Australia’s regime 

The AML/CTF Act is part of a legislative package meant to align Australia with international best practice to 
deter money laundering and terrorism financing. However, it has been criticised internationally, most notably by 
the Financial Action Task Force (FATF) in 2015, the intergovernmental body responsible for setting standards to 
target money laundering, terrorism financing and other related threats and the effective implementation of those 
standards. 

In 2015, FATF reviewed Australia’s AML/CTF regime and found many areas that were not compliant with their 
recommendations, particularly in the area of prosecution and investigation of money laundering. Their biggest 
criticism was around the fact that Tranche 2 had not yet been implemented, meaning most of the  
non-designated, non-financial professions who deal with large value transactions still aren’t subject to  
the regime. 

The pressure is on to implement Tranche 2

Not surprisingly there is now increasing pressure on the 
government to implement Tranche 2 of the AML/CTF 
Act which would extend the regulations to cover more 
than 100,000 entities including designated non-finan-
cial businesses who have similar vulnerabilities such as 
the real estate industry, high-value item dealers  
(jewellery, fine art and precious stones), lawyers,  
accountants and trust services. It is widely anticipated 
that this legislation will be introduced in 2018.
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“Compliance needs to be proportionate to the business as 
do the building the risk rates. Inadequate risk assessment 
is always an issue. You need to understand what the risks 
are from the start because that assessment will underpin 
your entire approach to compliance.” 

- Lee Bailie, General Manager,  
Products and Innovation, InfoTrack



ROLE OF THE LAWYERS, ACCOUNTANTS AND 
REAL ESTATE AGENTS IS BEING CHALLENGED 

UNDER TRANCHE 2

Prepare now. Tranche 2 of the Act will inevitably create challenges for these 
professions.  If the New Zealand Tranche 2 legislation which was introduced 
in December 2017 is anything to go by, there will be very little time to 
become compliant after the legislation is introduced. New Zealand’s lawyers 
and conveyancers only have a 6-month transition period and are required to 
comply with the Act from 1 July 2018.

The catch 22 of the gatekeeper professions

There was robust discussion as to the role of the ‘gatekeeper’ professions in 
AML/CTF activities. The point was made that money laundering terrorism 
financing is about finding a needle in a haystack and while most lawyers, 
accountants and real estate agents are not complicit, some are. So too is 
the real estate sector. In fact, Australia is essentially seen as the ‘washing 
machine’ for real estate fraud in Papua New Guinea.

The role of the lawyers, accountants and real estate agents will be challenged 
and irrevocably changed by this new regime as all will have to comply with 
a much tougher due diligence and reporting regime.  What should they or 
should they not report? Should it be based on a moral compass or black letter 
law? Inevitably it will have far reaching consequences for these ‘gatekeeper’ 
professionals. In fact, the thing we do know for sure is that any serious 
breaches of the AML/CTF Act results in huge financial and reputational 
damage as evidenced in the cases of TabCorp and Commonwealth Bank.

Increased complexity 
One of the important issues firms will have to deal with going forward 
is complicated structures including trust accounts and their role in 
identifying who are the ultimate beneficiaries and if there are any 
politically exposed persons involved.  These are just some of the 
complexities that will have to be dealt with as the structures needed 
by sophisticated AML/CTF criminal syndicates can only be created by 
lawyers and accountants. They know the strengths and weaknesses 
of systems required for sophisticated money laundering syndicates. 
They know where the vulnerabilities are, and how to take advantage 
of them. Yet despite Tranche 2 of the AML/CTF Act being on the radar 
for several years, a survey on due diligence in Australia conducted 
by InfoTrack last month found searches preformed on international 
companies and people have decreased significantly between 2016 
and 2018.  

The privilege issue
It was also noted that to provide good quality advice, lawyers must 
have a full and frank relationship with their clients which is part of 
legal professional privilege.  Many would also say that this is the case  
with the accounting profession and real estate agents. However, 
when Tranche 2 comes in, lawyers may have to warn clients that 
some services they offer will be subject to AML/CTF, thus changing 
the role of the lawyer.  In the past ‘privilege’ has protected lawyers 
when advising on certain matters. However, this will no longer be the 
case when Tranche 2 of the AML/CTF Act is implemented.  If a lawyer 
suspects a client or potential client is about to engage in fraudulent 
AML/CTF activity, he or she will be required by law to report their 
suspicions to AUSTRAC. 

Determining what is suspicious will also be challenging.  One must 
ask again, should it be determined by a moral compass or black letter 
law? And so therein begins the blurring of roles and responsibilities 
and the blurring of lines between what is considered right and wrong. 
It’s not black and white, but 50 shades of grey and then some. 

“When you talk about lawyers becoming policemen you expose a clear conflict of interest between 
the traditional role of lawyers as trusted advisors, and then asking them to police their own clients.” 

- Alexia Houston, Head of Insurance and Risk, Clayton Utz.
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UNCERTAINTY AND LACK OF KNOWLEDGE 
SURROUNDING AML/CTF ARE AT AN  

ALL-TIME HIGH

Know your obligations.   
Breaches will be severely dealt with.

You may think it would never happen to you, but any business can be the target 
of money laundering and terrorism funding, especially those dealing with large 
transactions on a regular basis.  Four examples to date include:

January 2017  
Rolls Royce was made to pay £671 million ($1.1 billion AUD) after a five 
year-long investigation revealed that the company had been paying bribes to 
land export contracts.

 

March 2017 
Australian gambling company Tabcorp was fined $45 million after a report 
found  that the company had failed to report suspicious behaviour on 108 
occasions over more than five years. 

May 2017 
US authorities closed a ten-year investigation by reaching a $5.8 million 
($7.5 million AUD) settlement with an organisation linked to Russian money-
laundering allegations, which involved corrupt government officials, a 
suspicious death and a New York real estate.

 

August 2017 
Australian retail banking giant, Commonwealth Bank were put under 
investigation after suspicions arose alleging the bank’s intelligent deposit 

machines were used by money launderers and criminal gangs. 

The numbers reflect industry uncertainty 
Roundtable participants agreed that outside the larger organisations, those who are going to be most affected by Tranche 2 of 
the Act have little understanding of what the changes will mean for them, including the serious implications of any breaches and 
what they should be doing now in preparation for compliance with the new regime.  This is certainly confirmed by the findings of 
InfoTrack’s due diligence surveys in 2016 and January 2018. 

Ready for rollout?
Roundtable participants are concerned that should Tranche 2 comes into effect with very little lead time, very few organisations are 
adequately prepared and most don’t know what it means and what they must do.  When the Act was first introduced in 2006 there 
was enormous confusion and concern.  AUSTRAC was heavily criticised for failing to inform and educate the newly regulated entities 
as to their compliance responsibilities and the fact that breaches would be dealt with severely. So what precedent does this set for the 
implementation of Tranche 2? Is AUSTRAC adequately resourced to support these newly regulated entities transition to this new regime 
as well as monitor any breaches in a timely and efficient manner?
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“When you think back to release of Tranche 1 of the AML/CTF Act on 2006, the advice 
from AUSTRAC was typically a risk-based approach. It’s on you. Here’s the sort of frame-
work, but it’s got to be appropriate to your business and your risk profile, it’s not going to 
tell you what to do.”

-  Todd Harland, CEO, AML Solutions International 

15% have uncovered fraudulent or criminal 
behaviour while carrying out due diligence. 

56% believe cryptocurrencies such as bitcoin 
will be key tools for money laundering. 

2016: Only 18% believed AML/CTF legislation 
was effective.

2018: 69% are unsure whether AUSTRAC has 
been given enough power to deal with money 
laundering.

2018: 82% believe that Australian directors are 
not fully aware of their responsibilities under the 
AML/CTF Act. 



Conveyancers, lawyers, accountants and real estate 
agents needs to identify and implement the right 
technologies now to smooth their transition to a culture 
of compliance, reduce costs and pave the way for new 
business opportunities.

All agreed that the risks are all encompassing. To genuinely know clients, do you 
need a face-to-face relationship or can this be done remotely and if so what are 
the implications? Is it sufficient to interact with your clients via email or does that 
communication need to be over the phone or in person? It was noted that a lot 
of conveyancers never get to meet their clients adding to the complexity. How 
many transactions is this person doing? These are just examples of the potential 
risks and mining the sheer amount of data required to be compliant makes it very 
difficult. However, all agreed that a regulated entity would be unlikely to fall foul 
of the regulator so long as they’ve done sufficient work to identify the risk and to 
manage it. 

There is also a view that there will not be grandfathering provisions in Tranche 2 
of the Act as was the case when the AML/CTF Act was introduced in 2006.  At 
the time those provisions caused significant drama and unintended consequences 
for those affected because of the heavy reliance on technology and the 
disruption caused by a staggered implementation.

No target too small  
However, it was generally agreed that larger firms are better 
prepared for Tranche 2 and that mid to small sized firms will 
struggle to come to grips with the new regime.  Indeed, one 
participant made the point that the impending regime could put 
smaller firms at a greater risk because of the lack of preparedness, 
risk management frameworks and resources to manage. Citing 
property as an example, a small conveyancing practitioner in a 
good month might do $10m in property transactions potentially 
making them a prime target for fraudsters and terrorists that 
recognise that there is likely to be less due diligence protocol in 
smaller, under-resourced firms. 

Building a culture of compliance 
Learnings from the implementation of the initial Act show there are no brownie points or competitive advantage for over-engineering 
compliance.  To be compliant, your program needs to demonstrate that it is fit-for-purpose and effective and this is only possible if 
you have a reasonable period to prepare. That is why it is so important to start preparing for the new regime now, otherwise you’ll 
risk becoming caught in a compliance nightmare.

As one participant noted, many firms are asking themselves “What is the minimum I have to do and what will it cost me?” But is that 
the right attitude? The reality is that the soon to be regulated entities should not be cutting corners. Standard compliance ‘cookie-
cutter’ training is not sufficient; they need much more mature “Know Your Client” (KYC) processes that must be embedded in the 
organisation’s DNA.  It means building a culture of compliance and understanding that the time and money invested now in these 
processes is for the long-term health and protection of the business.

IMPACT ON TIME AND RESOURCES IS A KEY 
PAIN POINT

“Technology will be the great enabler. Increasing velocity around regulatory change is a big 
problem as most of the changes that any firm is likely to face are probably process orientated 
and they need to look to technology to ease the pain.”

-  Ronald Daliya, Project Manager, AML/CTF, Clayton Utz
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THE “SHE’LL BE RIGHT ATTITUDE OF 
AUSTRALIA” WON’T CUT THE MUSTARD 

Complacency is not an option! Since the Act was 
introduced in 2006, AUSTRAC has clearly demonstrated 
breaches will not be tolerated. 

14,000 entities are currently regulated under the AML/CTF Act.  When Tranche 
2 is introduced it will be 100,000.  AUSTRAC has made it very clear they mean 
business when it comes to compliance with the Act. Roundtable participants 
agreed that there is no room for complacency and urge all ‘gatekeepers’ to get up 
to speed now on their compliance obligations.

Early adopters of the new regime will be much less likely to incur serious breaches, 
and they will be in a front row position to develop new business opportunities that 
will go a long way towards recouping their initial compliance costs.

As one roundtable participant noted “She won’t be right mate if you’re not 
prepared”. Australia was sharply criticised by FATF in 2015 for its lack lustre 
approached to AML/CTF legislation compliance so we now need to demonstrate 
full compliance is a priority or seriously damage our global capacity for trade, 
investment and economic growth.

Don’t risk your business
In the end, compliance is not just about minimum requirements 
and avoiding punishment. Putting in place the right program for 
your business will protect against a number of potential serious 
negative impacts.

If you fail to put into place appropriate AML/CTF procedures, 
you’re at risk of all of the following.

You may face regulatory penalties including fines and 
imprisonment.

You may damage the reputation of your business which can 
in turn lead to drops in share value and decreased employee 
morale.

You may inadvertently support criminal and/or terrorist 
activities.

You may lose business opportunities if your business is seen 
as high-risk by banks and correspondent networks.

You may have limited recourse if a deal goes wrong if you 
haven’t done your due diligence properly. 

 

“Recent events involving Tabcorp (fined $45 million following a report that the 
company had failed to report suspicious behavior) and Commonwealth Bank 
(under investigation after suspicions arose alleging the bank’s intelligent deposit 
machines were used by money launderers and criminal gangs) clearly 
demonstrate that breaches of the Act will be severely dealt with.”

          - John Ahern, Chief Executive, InfoTrack
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AML/CTF Trance 2 will create new business 
opportunities so start identifying and developing new 
revenue raising options now.

Participants agreed the opportunities will be substantial because people will 
need a lot of help. They will need technology to do things quickly, to identify 
and verify clients and potential clients out in the field.  They will need new 
training and development programs as well as advice on risk management 
frameworks, and risk appetite.  And they will need technology to know 
who their clients really are and who they are dealing with, particularly 
within regard to corporate structures.  Not just who owns it and controls 
it.  They will need the history of the different ways those entities have been 
structured. For the early adopters, there will be significant opportunities 
because it’s brand new for so many.

Spotting opportunities 
It will enable conveyancers, lawyers, accountants 
and real estate agents to develop new business 
opportunities; giving them the opportunity to speak 
to their clients, update their information and offer 
more services.  They will really need to know their 
customers and clients and keep abreast of any 
changes.  Have they changed their occupation, has 
there been a salary change, a change in company 
structure and so forth and if so does that open up a 
new business opportunity? Compliance is big business 
and can offer a competitive advantage if thought 
through thoroughly and strategically.  And because 
due diligence is the very foundation of compliance it 
enables you to re-assess your clients on a regular basis 
and take advantage of any new opportunities.

Participants pointed to the fact that in the legal profession particularly, life cycle services for clients can be very beneficial. 
Clients get married, they need a will, buy a house, then sometimes get divorced. They need to sell the house, buy another, get 
married again and of course there is the pre nup. Life cycle management of a client is an opportunity and will play a substantial 
role in Tranche 2 of AML/CTF.

POTENTIAL FOR NEW BUSINESS 
OPPORTUNITIES

“Savvy professionals will be thinking about what services they are offering now and what they 
could under the new regime.  Technologies around knowing your customer, AML/CTF leg-
islation, sanctions, politically exposed people and international property searches will create 
tremendous opportunities for new business.” 

-  Geoff Peck, Managing Director, FTI Consulting
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Don’t procrastinate. When Tranche 2 of AML/CTF comes in, it is very likely that 
conveyancers, lawyers, accountants and real estate agents will be required to comply in a 
short period of time as was the case in New Zealand. 

You will need to know your clients at a deeper level. The risk of not doing so will be all encompassing.  You will need to 
know the nature of your clients, satisfy yourselves that you really know them and who they are connected to. Consider 
the intricacies of face-to-face vs. remote relationships. After all, many conveyancers, lawyers and accountants never get 
to meet their clients which will add greatly to the complexity of compliance. 

Participants agreed that it would be unlikely that a regulated entity will fall afoul of the regulator for failing to spot the 
money launderer, so long as they’ve done sufficient work to identify the risk and to manage it. They also suggest that 
building a culture of compliance and making everyone accountable is essential.

The reality is that businesses that don’t build and embed sophisticated and streamlined search technologies and processes 
into their DNA will struggle to manage, monitor and assess increased information which will inevitably slow down the 
business, reduce productivity and increase costs.

ALL COMPANIES, BIG AND SMALL NEED TO ACT NOW

“When you implement any type of compliance change, you want to do it in such a way 
that it’s not just a burden, but also drives other benefits to your business.  That’s why 
we’re looking at it and thinking about it now. So that in fact we don’t end up just putting 
on top a whole layer of red tape, and not actually improving the services we offer to our 
clients.”

-  Alexia Houston, Head of Insurance and Risk Clayton Utz
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Prepare for the minimum compliance requirements now

Conveyancers, lawyers, accountants and real estate agents will now have to have AMF/CTF programmes detailed in a written 
document, with a nominated compliance officer, training programmes and reporting regimes. The difference between technical 
compliance and effective compliance is critical. Technical compliance will be the minimum standard. That will entail a programme, 
with somebody nominated to be responsible with that on their business card or their email signature block.  

In addition to the minimum standard as mentioned in the quote above, if you’re committed to effective compliance you will 
need to conduct ongoing training to educate current employees and also embedd it into your onboarding process. You will need 
sophisticated searching technologies that will enable you to know who your clients really are and who and what companies they 
are connected to.  You will need to identify who is on sanction and politically exposed persons lists and do thorough searches on 
international property. 

When Tranche 2 is implemented if you are a real estate professional, high-value dealer, legal practitioner, conveyancer, 
accountant or trust and company service provider you will need to abide by the following: 

• Understand the AML/CTF Act, its rules and the impact it will have on business operations.
• Have a process in place that enables you to identify transactions that require submission of Threshold Transaction Reports and 

International Funds Transfer Instructions to AUSTRAC Online. 
• Have a process in place for identifying suspicious transactions and customers.  
• Enforce Customer Due Diligence processes so that you can collect and verify customer information. 
• Establish an adequate Enhanced Customer Due Diligence process on customers who pose a high-risk level of money laundering and 

terrorism financing risk. 
• Ensure your Board/Directors have oversight over the AML/CTF program and understand the firm’s accountabilities and obligations so 

that compliance culture is driven top down.
• Enrol your business with AUSTRAC. 

Finally, it is critical you understand the symbiotic relationship between compliance and intelligence.  Without 
compliance, you don’t have intelligence.  Robust compliance provides you with the intelligence to identify and mitigate 
potential risks.  

WHAT YOU NEED TO DO

 “At the very minimum, AML/CTF programmes need to be on a written document, with a 
nominated compliance officer, training programmes and reporting regimes. The difference 
between technical compliance and effective compliance is the critical matter. Technical 
compliance would be your minimum standard. Yes, we have a programme, and we have 
somebody nominated with that on their business card or their email signature block, and 
that’s about it.” 

-  Todd Harland, CEO, AML Solutions International 
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