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Executive Summary 

Australia's expansion of anti-money laundering and counter-terrorism financing 
regulations to professional services represents one of the most significant regulatory 
changes in the country's financial crime prevention framework since 2006. The AML/CTF 
Amendment Act 2024, passed on November 29, 2024, will bring approximately 90,000 
additional businesses under regulatory supervision starting July 1, 2026 - increasing the 
regulated population by 430% overnight. This expansion covers lawyers, accountants, real 
estate agents, trust and company service providers, and dealers in precious metals and 
stones, finally addressing Australia's status as one of only five jurisdictions globally 
without comprehensive professional services AML regulation. 

The reforms stem from persistent international pressure following Australia's poor 2015 
FATF evaluation, which found the country non-compliant with 16 out of 40 international 
standards. The estimated annual compliance cost of $1.8 billion over the next decade 
reflects the magnitude of this regulatory transformation, with particular impact on the 93% 
of Australian law practices that operate as small 1-4 partner firms. However, the reforms 
also promise to address the estimated $60 billion annual cost of organized crime to the 
Australian economy and restore the country's international reputation as a trusted 
financial centre. 

 



Background and context of the original framework 

The foundation and its gaps 

Australia's Anti-Money Laundering and Counter-Terrorism Financing Act 2006 established 
a robust regulatory framework for traditional financial institutions, covering approximately 
17,000 entities including banks, remittance services, gambling operators, and currency 
exchange services. The framework successfully brought Australia's core financial sector 
into compliance with international standards and created a solid foundation for financial 
crime prevention. 

However, significant vulnerabilities remained outside the regulated perimeter. 
Professional services - particularly lawyers, accountants, and real estate agents - 
continued operating without specific AML obligations despite their role as "gatekeepers" 
who facilitate complex financial structures and high-value transactions. These 
professional services, known internationally as Designated Non-Financial Businesses and 
Professions (DNFBPs) and referred to as "Tranche 2 entities" under Australia's regulatory 
framework, became increasingly attractive to money launderers seeking to exploit 
regulatory blind spots through sophisticated legal arrangements, trust structures, and 
property investments. 

International pressure intensifies 

The turning point came with Australia's 2015 FATF Mutual Evaluation, which delivered a 
damning assessment of the country's AML framework. Australia failed to comply with 16 
out of 40 FATF standards, with the absence of Designated Non-Financial Businesses and 
Professions regulation cited as a critical gap. The evaluation found that Australia had 
"failed to comply with a number of critical standards" and specifically highlighted the need 
to extend AML/CTF regulation to professional services. 

By 2023, Australia found itself in the embarrassing position of being one of only five 
jurisdictions out of more than 200 in the FATF Global Network - alongside China, Haiti, 
Madagascar, and the United States - that did not regulate professional services under AML 
frameworks. This isolation created real risks of being placed on the FATF "grey list," which 
could have resulted in reputational damage, increased scrutiny of Australian financial 
institutions, and potential economic impacts on cross-border transactions. 

The regulatory catalyst 

The Senate Legal and Constitutional Affairs References Committee's bipartisan inquiry into 
Australia's AML/CTF regime, concluded on March 30, 2022, provided the political catalyst 
for reform. The committee's report emphasized the urgent need to expand the regime to 



professional services, noting that "the AML/CTF regime would become increasingly 
ineffective" without addressing these gaps. 

Australia's 2024 money laundering risk assessment reinforced these concerns, identifying 
the country as "an attractive destination to store and legitimise proceeds of crime" and 
highlighting how sophisticated criminals were exploiting the regulatory gaps in 
professional services. The assessment provided concrete evidence that the absence of 
AML obligations for lawyers, accountants, and real estate agents created systemic 
vulnerabilities that undermined the entire framework's effectiveness. 

The legislative response 

The Attorney-General's Department framed the reform around three core objectives: 
expanding coverage to high-risk professional services, modernizing regulation of digital 
currency services, and simplifying compliance requirements to reduce regulatory burden 
while maintaining effectiveness. This approach recognized that simply adding new sectors 
without addressing existing compliance inefficiencies would create an unnecessarily 
burdensome system. 

The designated services model emerged as the preferred regulatory approach, targeting 
specific high-risk activities rather than entire professions. This nuanced framework 
recognizes that not all professional service activities carry equal money laundering risks - a 
property management service differs significantly in risk profile from facilitating a complex 
trust structure or multi-million-dollar real estate transaction. 

  



Stakeholder perspectives and resistance patterns 

Legal profession's strategic opposition 

The legal profession mounted the most sophisticated and sustained resistance to the 
reforms, with the Law Council of Australia leading a strategic campaign that evolved from 
outright opposition to conditional acceptance. The profession's core argument centred on 
the absolute nature of legal professional privilege, which lawyers argued was fundamental 
to the legal system and incompatible with AML reporting obligations. 

The Law Council initially sought complete exemption from the regime, arguing that lawyers 
already take proactive measures to prevent their services being used for money 
laundering. When this position proved untenable, the profession shifted to advocating for 
specific protections for privileged communications. Gavin Ord from the Law Council 
articulated the profession's central concern: "The intersection between AML obligations 
and legal professional privilege creates irreconcilable conflicts that could undermine both 
the lawyer-client relationship and the integrity of the legal system." 

Small firm economics drove much of the profession's resistance. With 93% of Australian 
law practices operating as 1-4 partner firms, compliance costs were projected to 
disproportionately impact smaller practices, particularly those serving rural and regional 
communities. The profession highlighted New Zealand's experience, where sole 
practitioners faced 35.4% cost increases over three years following AML implementation, 
raising concerns about access to justice in underserved areas. 

The Law Society of New South Wales took a more collaborative approach, developing 
complimentary interactive courses for members and establishing a dedicated AML/CTF 
hotline while still advocating for minimized regulatory impact. This dual strategy of 
member support and regulatory engagement proved more effective than outright 
opposition. 

Accounting sector's pragmatic engagement 

The accounting profession, led by the joint efforts of CPA Australia, Chartered Accountants 
ANZ, and the Institute of Public Accountants, adopted a more pragmatic stance that 
evolved into active cooperation. The sector's collective submission supported the 
inclusion of professional services while emphasizing the extensive existing regulatory 
obligations that accounting professionals already face. 

CPA Australia's Gavin Ord captured the sector's primary concern: "Government needs to 
be realistic about what it's asking accountants to do. Local accountants, especially in 
regional and rural areas, don't have the resources to perform the same checks as a bank 



does." This practical perspective influenced the profession's advocacy for risk-based 
approaches and recognition of existing professional obligations to avoid regulatory 
duplication. 

The accounting bodies leveraged their members' experience in other jurisdictions, 
particularly New Zealand, to advocate for proportionate requirements. Chartered 
Accountants ANZ drew on its members' experience with AML regulation implemented in 
New Zealand since 2018, providing concrete evidence of compliance challenges and 
successful adaptation strategies. 

The Institute of Public Accountants moved to early acceptance of the legislation, with CEO 
Andrew Conway describing AML/CTF compliance as "critical" as early as 2021. However, 
as of 2025, Conway has expressed concerns about mixed preparedness levels across the 
industry, particularly among smaller practices, and uncertainty about which activities 
constitute designated services. 

Real estate industry's defensive positioning 

The real estate industry, represented primarily by the Real Estate Institute of Australia and 
state-based organizations like REIV, adopted a more defensive strategy that emphasized 
the sector's peripheral role in money laundering activities. REIA's core argument was that 
real estate agents don't have a direct role in money laundering like lawyers or accountants, 
despite operating in a sector identified as "Very High Risk" by AUSTRAC. 

The industry's June 2024 submission sought to distinguish between the broader real estate 
market's vulnerability to money laundering and individual agents' complicity in criminal 
activity. REIA pointed to AFP data showing real estate accounting for 65% of assets 
confiscated in 2023 while arguing this statistic doesn't implicate agents directly in criminal 
activity. 

The real estate sector requested a partnership approach rather than punitive regulation, 
proposing comprehensive industry education programs and information sharing 
arrangements as alternatives to traditional compliance obligations. This position reflected 
the industry's recognition that resistance was futile while attempting to minimize 
regulatory burden through alternative approaches. 

REIV took a more constructive approach, engaging with government on training and 
education requirements and developing member resources for July 2026 compliance. This 
state-level engagement proved more effective than national resistance strategies. 

 

 



Cross-sector concerns and common themes 

Despite different strategic approaches, several concerns emerged across all affected 
professional sectors. Professional privilege and client confidentiality issues were universal 
concerns, though they played out differently across sectors. Legal professionals faced 
direct conflicts between LPP and reporting obligations, while accountants and real estate 
agents worried about broader confidentiality duties and client trust relationships. 

Compliance cost concerns were particularly acute for smaller firms across all sectors. The 
projected $1.8 billion annual compliance burden was expected to impact small 
businesses disproportionately, with fixed compliance costs creating barriers to entry and 
potentially forcing market consolidation. 

Technology gaps represented another common challenge, with professional services 
lacking the sophisticated AML technology infrastructure of traditional financial institutions. 
Most firms relied on manual processes, basic customer management systems, and 
spreadsheet-based record keeping that would require significant upgrading to meet AML 
requirements. 

The evolution of industry positions over time reveals a pattern of initial resistance giving 
way to constructive engagement as stakeholders recognized the inevitability of reform. 
Through 2024 and into 2025, focus has shifted from preventing implementation to shaping 
practical details and minimizing unnecessary burden while maintaining professional 
integrity. 

  



Implementation challenges across multiple dimensions 

Technology infrastructure deficits 

Professional services firms face a fundamental technology challenge that distinguishes 
them from traditional financial institutions. Most practices operate with basic customer 
management systems, manual processes, and spreadsheet-based record keeping that are 
inadequate for comprehensive AML compliance. Unlike banks, which have invested 
billions in sophisticated transaction monitoring and customer due diligence systems over 
decades, professional services must build AML capabilities from a much lower baseline. 

The RegTech solutions emerging to address this gap include platforms like RegTechONE, 
which offers no-code configurability for end-to-end AML compliance, and First AML, which 
specializes in complex entity KYC workflows. However, integration challenges remain 
significant, with many smaller firms lacking the technical infrastructure for seamless 
system integration and API connectivity. 

Legacy system integration represents a particular challenge for established practices that 
must connect new AML systems with existing practice management software, accounting 
systems, and client databases. The cost of system integration ranges from $5,000 to 
$50,000 for initial setup, with ongoing maintenance consuming 10-20% of the initial 
technology investment annually. 

Data migration presents another complex challenge, as firms must transfer existing client 
information to comply with new customer due diligence requirements while maintaining 
data integrity and managing historical records that may not meet current standards. 

Professional privilege complexity 

The intersection of AML reporting obligations with legal professional privilege represents 
the most complex implementation challenge for the legal profession. The AML/CTF Act 
explicitly protects information reasonably believed to be subject to LPP, but the practical 
implementation of this protection creates significant operational complexity. 

The LPP Form process allows lawyers to submit a form asserting privilege instead of 
providing requested information to AUSTRAC. The form requires lawyers to specify the 
nature of the privilege claim, the basis for believing information is privileged, and sufficient 
detail for AUSTRAC assessment without disclosing privileged content. While this includes 
review procedures for independent assessment, the process creates administrative 
burdens and risks inadvertent privilege waiver through over-disclosure of contextual 
information. 



International experience provides mixed guidance on resolving these conflicts. The UK 
adopted activity-based exemptions for privileged circumstances, while New Zealand 
implemented a risk-based approach with clear privilege exemptions. Canada's experience 
is particularly instructive, where the Supreme Court struck down portions of AML 
legislation requiring lawyers to report privileged communications, highlighting the 
constitutional dimensions of privilege protection. 

The practical resolution approaches being developed in Australia focus on risk-based 
assessments and client consent protocols. Law firms are developing triage systems to 
identify privileged communications before AML obligations apply, though the scope 
boundaries between privileged and non-privileged information remain unclear. 

Compliance cost realities 

 

 



The estimated $1.8 billion annual compliance cost reflects the magnitude of regulatory 
change, but the distribution of these costs reveals important implementation challenges. 
Small firms face disproportionate impacts due to fixed compliance costs that cannot be 
spread across large client bases or leveraged through economies of scale. 

Technology costs represent a significant component, with RegTech solutions ranging from 
$10,000 to $100,000+ annually depending on firm size and complexity. Personnel costs are 
equally substantial, with dedicated compliance officer positions requiring $80,000-
$150,000 annual salaries and comprehensive staff training costing $500-$2,000 per 
employee. 

New Zealand's experience provides concrete evidence of cost impacts, with sole 
practitioners experiencing 35.4% cost increases and small firms facing 22.9% increases 
over three years following AML implementation. These figures have been particularly 
influential in shaping Australian stakeholder concerns about small firm viability. 

Operational costs extend beyond technology and personnel to include independent 
reviews ($15,000-$50,000 every three years), enhanced record keeping systems ($5,000-
$20,000), and specialized reporting capabilities ($2,000-$10,000 annually). For small 
practices, these cumulative costs can represent 10-15% of annual revenue. 

Training and capability gaps 

Professional services staff lack traditional financial crime detection skills, creating 
substantial training requirements that go beyond basic compliance education. The 
challenge is not simply learning AML rules but developing the expertise to identify 
suspicious activities in professional service contexts - recognizing red flags in legal 
transactions, accounting arrangements, or real estate dealings that may indicate money 
laundering. 

Resource constraints in smaller firms compound training challenges, with limited ability to 
release staff for comprehensive education programs and significant cost burdens from 
external training courses. The customization requirements for sector-specific training add 
another layer of complexity, as generic AML education doesn't address the specific 
contexts and risk profiles of different professional services. 

With the July 2026 implementation deadline now just one year away, AUSTRAC's training 
support program has become critical. The agency is developing e-learning modules, starter 
program kits for small businesses, and industry-specific guidance materials. However, the 
current timeline remains compressed, with comprehensive sector-specific guidance still 
pending publication in January 2026, leaving only six months for intensive staff training and 
system implementation. 



Professional bodies are actively developing training solutions to address capability gaps. 
The Law Society of NSW offers complimentary interactive courses and operates a 
dedicated AML/CTF hotline, while accounting bodies are collaborating on sector-specific 
educational materials that leverage existing professional development frameworks. These 
industry-led initiatives are proving essential given the compressed regulatory timeline. 

Regulatory guidance uncertainties 

The implementation timeline continues to create significant pressure points for affected 
entities. With final rules publication expected imminently, the critical challenge remains 
the gap between comprehensive sector-specific guidance availability (expected January 
2026) and the July 1, 2026 commencement date. This six-month window between detailed 
implementation guidance and regulatory obligations taking effect creates substantial 
preparation challenges, particularly for smaller firms lacking dedicated compliance 
resources. 

In July 2025, AUSTRAC published updated regulatory expectations outlining a three-phase 
transition pathway. Phase 1 (now to late 2025) calls on entities to begin undertaking initial 
ML/TF risk assessments, engaging staff in AML awareness, and familiarizing themselves 
with their likely obligations. Phase 2 (early 2026) encourages development and testing of 
AML/CTF programs and customer due diligence (CDD) processes, while full compliance is 
expected from July 1, 2026 under Phase 3. While this phased approach provides clarity, it 
also places pressure on firms to act early—even before detailed guidance is finalised. 

Industry stakeholders are currently operating with preliminary guidance and draft 
consultation materials, forcing many entities to begin compliance preparation based on 
incomplete information. This uncertainty is compounded by the need to finalize technology 
procurement, complete staff training, and establish operational procedures within the 
compressed timeframe once final guidance becomes available. 

Key areas of ongoing uncertainty include definitional boundaries around "designated 
services", with many professional activities falling into grey areas between commercial 
and advisory services. Customer due diligence standards for existing professional 
relationships remain unclear, particularly regarding the extent of retrospective verification 
required for long-standing clients. Risk assessment frameworks specific to professional 
services contexts lack detailed guidance, leaving entities uncertain about appropriate risk 
categorization and mitigation strategies. 

Cross-border compliance requirements represent another significant uncertainty, with 
limited clarity on international client verification procedures, mutual recognition 
arrangements with other jurisdictions, and the intersection of Australian AML requirements 



with foreign regulatory frameworks. These issues are particularly acute for larger firms with 
international practices and cross-border client relationships. 

AUSTRAC’s response strategy emphasizes extensive industry consultation and 
collaborative guidance development through peak professional bodies and industry 
associations. The agency has committed to providing sector-specific implementation 
support, including e-learning modules, starter kits for small businesses, and dedicated 
industry liaison teams. AUSTRAC has also indicated it will take a risk-based and 
proportionate approach to early compliance, particularly for small firms that demonstrate 
genuine efforts to meet obligations. 

However, the compressed timeline between final guidance publication and 
implementation commencement raises legitimate concerns about whether adequate 
preparation time will be available, particularly for entities requiring significant system 
upgrades or structural changes to comply with new obligations. 

The regulatory uncertainty is driving many entities toward conservative compliance 
approaches, implementing more comprehensive systems and procedures than may 
ultimately be required. While this defensive posture reduces non-compliance risk, it also 
increases implementation costs and may result in unnecessarily burdensome processes 
that could have been avoided with earlier clarity on regulatory expectations. 

  



Industry impact assessment and market effects 

Compliance cost distribution and market dynamics 

The $1.8 billion annual compliance burden masks significant variations in cost impact 
across different sectors and firm sizes. Legal services face the highest per-entity costs due 
to complex privilege considerations and diverse service types, while accounting practices 
benefit from existing client verification processes that reduce incremental compliance 
requirements. 

Market consolidation pressures are already emerging, with smaller firms exploring merger 
opportunities to share compliance costs and outsourcing arrangements with specialized 
AML providers. The economic reality is stark: practices that cannot absorb compliance 
costs or achieve economies of scale through consolidation face potential market exit. 

Technology investment represents both a challenge and an opportunity for competitive 
advantage. Firms that invest early in comprehensive RegTech solutions gain operational 
efficiencies that extend beyond AML compliance, while those that delay technology 
adoption face escalating costs and competitive disadvantages. 

The real estate sector shows particular variation in cost impacts, with high-volume urban 
offices better positioned to absorb compliance costs than smaller regional practices. 
Transaction-based businesses can more readily pass compliance costs to clients, while 
advisory-focused practices must absorb costs within existing fee structures. 

Early effectiveness indicators and regulatory outcomes 

While comprehensive effectiveness data remains limited due to the pre-implementation 
phase, early indicators suggest the reforms are achieving their intended regulatory 
objectives. AUSTRAC has received $160 million over two years specifically for 
implementation support, indicating government commitment to successful execution. 

The expansion from approximately 17,000 to 90,000 regulated entities represents a 430% 
increase in regulatory coverage, with significant implications for suspicious matter 
reporting volumes and transaction monitoring capabilities. Professional services are 
expected to generate substantial increases in SMR reporting, providing enhanced 
intelligence on previously unmonitored criminal activities. 

International alignment benefits are already emerging, with Australia's movement toward 
FATF compliance reducing grey-listing risks and enhancing reputation as a trusted 
financial centre. This improvement in international standing provides broader economic 
benefits that extend beyond direct AML compliance outcomes. 



Enforcement readiness is evident in AUSTRAC's enhanced powers, including new 
examination authorities and strengthened information-gathering capabilities. The agency's 
enforcement track record - including penalties totalling over $2.5 billion since 2017 - 
demonstrates capacity for robust supervision of expanded responsibilities. 

RegTech adoption and innovation drivers 

The RegTech sector is experiencing significant growth in anticipation of Tranche 2 
implementation, with AI-powered solutions emerging for customer due diligence, 
transaction monitoring, and risk assessment specific to professional services contexts. 
Cloud-based platforms designed specifically for professional services are gaining traction, 
offering integration with existing practice management systems and scalable pricing 
models suited to smaller firms. 

Innovation drivers include cost reduction through automation, improved accuracy with 
reduced false positives, and scalability to meet growing compliance requirements. The 
technology solutions emerging span identity verification services, automated risk scoring 
models, PEP and sanctions screening platforms, and end-to-end compliance management 
systems. 

Early adopters are reporting significant efficiency gains, with automated customer due 
diligence reducing onboarding time by 60-80% while improving accuracy and consistency. 
However, adoption barriers remain substantial for smaller firms, including upfront 
investment requirements, integration complexity, and ongoing training needs. 

The technology landscape is rapidly evolving, with RegTech vendors increasingly focusing 
on professional services markets and developing sector-specific solutions. This 
specialization is driving innovation in areas like legal privilege management, accounting 
client verification, and real estate transaction monitoring. 

Unintended consequences and market adaptations 

Market effects extend beyond direct compliance costs to include changes in service 
delivery models, pricing structures, and competitive dynamics. Enhanced customer due 
diligence is becoming a standard service offering rather than a compliance burden, with 
some firms leveraging superior AML capabilities as competitive differentiators. 

Service outsourcing is emerging as a viable strategy, with specialized AML providers 
offering fixed-fee compliance services that provide cost certainty and expertise access for 
smaller firms. This trend is creating new market segments and business models within 
professional services. 



Client onboarding friction represents a potential negative impact, with enhanced due 
diligence requirements potentially affecting business relationships and client acquisition 
processes. However, early indicators suggest that clients generally accept additional 
verification requirements when properly explained as regulatory obligations. 

Regional service delivery concerns remain significant, with compliance costs potentially 
reducing access to professional services in rural and remote areas where smaller 
practices predominate. This access to justice issue requires ongoing monitoring and 
potentially targeted policy interventions. 

The pricing adjustments necessary to absorb compliance costs are beginning to emerge 
across all affected sectors, with fixed-fee structures giving way to more complex pricing 
models that reflect the true cost of service delivery in the regulated environment. 

  



International comparisons and regulatory models 

 

 



UK's comprehensive but challenged DNFBP framework 

The United Kingdom's approach to regulating Designated Non-Financial Businesses and 
Professions under the Money Laundering Regulations 2017 provides the most 
comprehensive international model for professional services AML regulation. The UK 
framework employs professional body supervision with oversight from the Office for 
Professional Body Anti-Money Laundering Supervision (OPBAS), creating a hybrid model 
that leverages industry expertise while maintaining regulatory consistency. 

However, OPBAS's 2024 assessment reveals significant ongoing challenges. The fifth 
annual report found that none of the 25 Professional Body Supervisors assessed were fully 
effective in all areas, with weaknesses in enforcement, information sharing, and proactive 
supervision. The number and value of fines declined in 2022-23 despite increased non-
compliance findings, indicating inadequate deterrent effects. 

Key structural features include risk-based supervision with sector-specific guidance, clear 
carve-outs for privileged communications while maintaining reporting obligations for non-
privileged activities, and comprehensive compliance requirements including risk 
assessments, policies and procedures, training programs, and Money Laundering 
Reporting Officer appointments. 

Recent developments show the UK government consulting on fundamental supervisory 
reform, potentially reducing the 25 professional body supervisors or creating a single 
supervisor model. HM Treasury's 2024 consultation reflected concerns about 
effectiveness and consistency across the fragmented supervisory structure. 

The professional body supervision model provides mixed lessons for Australia. While it 
demonstrates the potential benefits of industry expertise, the OPBAS experience highlights 
risks of conflicts of interest, inconsistent standards, and insufficient enforcement. The 
UK's ongoing reform discussions suggest that hybrid models require exceptional 
coordination mechanisms and oversight to be effective. 

 

EU's transformative sixth Anti-Money Laundering Directive 

The European Union has completed a major overhaul of its AML framework with the sixth 
Anti-Money Laundering Directive (AMLD6) published in June 2024, which came into force 
on July 9, 2024, and must be transposed by member states by July 10, 2027. This 
represents a fundamental shift from the previous directive-based approach to a hybrid 
regulation-directive framework. 



The new EU AML package introduces the Anti-Money Laundering Authority (AMLA), which is 
set to commence operations in Frankfurt in July 2025, with direct supervision beginning in 
2028. AMLA will directly supervise high-risk obliged entities operating in at least six 
member states and provide oversight to national supervisors for professional services. 

The AML Regulation (AMLR) creates a single rulebook that applies directly across all 
member states, eliminating previous inconsistencies in national transposition. 
Professional services coverage is more expansive than other jurisdictions, including all 
accountancy, auditing, and tax advisory services regardless of formal capacity, with 
enhanced beneficial ownership transparency requirements. 

Key innovations include mandatory risk assessment frameworks for all obliged entities, 
enhanced customer due diligence requirements with lower beneficial ownership 
thresholds (potentially as low as 15% for high-risk entities), and comprehensive beneficial 
ownership registers with public access provisions. 

The EU experience demonstrates the benefits of harmonized regulatory frameworks while 
maintaining flexibility for national implementation. Member states retain discretion over 
supervisory structures and enforcement approaches, providing valuable comparative data 
for Australia's federal system. 

North American constitutional challenges and enforcement evolution 

The United States continues to face constitutional obstacles in expanding AML regulation 
to professional services. The ENABLERS Act remains stalled due to professional privilege 
concerns and constitutional challenges, though it passed the House as part of the NDAA 
2023. 

Canada presents a more complex and evolving picture. While the Supreme Court of 
Canada's constitutional ruling struck down lawyer reporting requirements for privileged 
communications, Canada has significantly strengthened its AML framework through other 
means. The Strong Borders Act (Bill C-2), recently introduced in June 2025, represents 
watershed changes including mandatory FINTRAC enrolment for all reporting entities and 
40-fold increases in administrative monetary penalties. 

Recent Canadian developments include expansion to title insurers and enhanced real 
estate sector coverage effective January 2025, with maximum penalties now reaching CAD 
20 million for companies and CAD 4 million for individuals. FINTRAC's October 2024 
warning that lawyers may be assisting major money laundering schemes has intensified 
enforcement focus. 



FINTRAC's approach focusing on "facilitation activities" rather than general professional 
services provides a viable model for narrowly scoped regulation that minimizes privilege 
conflicts while maintaining effectiveness. The Canadian emphasis on mandatory 
compliance agreements and enhanced information sharing demonstrates robust 
enforcement evolution. 

The contrast between US constitutional gridlock and Canadian adaptive implementation 
suggests that constitutional frameworks significantly influence feasible regulatory 
approaches. Australia's explicit privilege protections in the AML/CTF Amendment Act 
appear well-designed to avoid Canadian-style constitutional challenges. 

New Zealand's ongoing reforms and lessons learned 

New Zealand's implementation of AML/CFT obligations for professional services starting in 
2018 provides highly relevant experience for Australia. However, the regime is undergoing 
significant transformation, with announcement in October 2024 of a move to a single 
supervisor model under the Department of Internal Affairs, replacing the current three-
supervisor system. 

The phased amendment approach implemented through 2023-2025 demonstrates the 
iterative nature of effective AML regulation. Phase 1 (July 2023) provided regulatory relief, 
Phase 2 (June 2024) introduced enhanced obligations for existing reporting entities, and 
Phase 3 (June 2025) extended coverage to previously non-captured sectors with 
mandatory customer risk rating requirements. 

Critical cost impact data show sole practitioners experiencing 35.4% cost increases and 
small firms facing 22.9% increases over three years. However, the regime has achieved 
broad compliance with minimal market disruption, suggesting professional services can 
successfully adapt to AML obligations with appropriate implementation support. 

New Zealand's experience with enhanced due diligence requirements for trusts, expanded 
PEP timeframes (from 12 to 24 months), and risk-based assessment approaches provides 
practical implementation guidance. The move to a single supervisor model reflects 
lessons learned about coordination complexity and regulatory consistency challenges. 

Recent amendments emphasize the maturation from "detect and deter" to "prevent, 
detect and deter," indicating increased enforcement expectations and heavier penalties 
for non-compliance. 

Singapore's advanced regulatory framework and technology integration 

Singapore has established one of the world's most sophisticated professional services 
AML frameworks, culminating in the Corporate Service Providers Act 2024, which took 



effect on June 9, 2025. This recent legislation requires all corporate service providers to 
register with the Accounting and Corporate Regulatory Authority (ACRA) and comply with 
comprehensive AML/CFT/PF obligations. 

The Singapore framework demonstrates advanced risk assessment methodologies and 
multi-agency coordination across the Monetary Authority of Singapore, ACRA, and sector-
specific supervisors. The 2024 Money Laundering National Risk Assessment identifies 
corporate service providers as posing higher risks within the DNFBP sectors due to their 
role in providing upstream services and connection to legal person misuse. 

Key innovations include mandatory fitness and propriety assessments for nominee 
directors, comprehensive beneficial ownership disclosure requirements, and penalties up 
to SGD 100,000 for AML/CFT/PF breaches. The framework also incorporates proliferation 
financing prevention, reflecting evolving international standards. 

Singapore's emphasis on RegTech adoption and AI-powered compliance solutions offers 
models for Australia's technology-focused implementation approach. The strong 
international cooperation capabilities and high FATF compliance ratings demonstrate the 
benefits of comprehensive regulatory frameworks that integrate professional services with 
broader financial crime prevention strategies. 

Technology integration achievements, including advanced RegTech adoption, automated 
risk assessment systems, and seamless information sharing between supervisory 
authorities, provide practical models for Australia's digital compliance infrastructure 
development. 

Supervisory models and effectiveness patterns 

International experience reveals evolving supervisory approaches, with several 
jurisdictions reforming initial models based on implementation experience. The UK is 
considering consolidation of its 25 professional body supervisors, New Zealand has moved 
to a single supervisor model, and the EU has created a supranational authority with direct 
supervision powers. 

Professional body supervision (UK model) leverages existing industry relationships and 
expertise but faces significant challenges with consistency, enforcement effectiveness, 
and potential conflicts of interest. OPBAS oversight has improved standards but has not 
eliminated fundamental weaknesses in the model. 

Single supervisor models (Canada, reformed New Zealand) provide consistency and 
specialized expertise but require substantial resource allocation and sophisticated risk 



assessment capabilities. These models show stronger enforcement outcomes but may 
lack sector-specific expertise. 

Multi-agency approaches (Singapore, EU AMLA) leverage diverse expertise while requiring 
sophisticated coordination mechanisms. The EU's hybrid approach with AMLA providing 
oversight and direct supervision for high-risk entities represents an innovative solution to 
coordination challenges. 

The most successful implementations feature strong coordination mechanisms, adequate 
regulatory resources, risk-based supervision approaches, and clear accountability 
frameworks. International experience suggests that institutional design is less important 
than implementation quality, adequate resourcing, and continuous adaptation based on 
effectiveness assessment. 

Technology adoption emerges as a critical success factor across all models, with 
jurisdictions showing better outcomes when they invest in RegTech solutions, automated 
risk assessment systems, and comprehensive data sharing capabilities. 

 

 

  



Future implications 

Policy lessons for regulatory expansion 

Australia's AML/CTF Tranche 2 implementation offers valuable insights for future 
regulatory expansions in financial services and beyond. The most significant lesson is that 
early and comprehensive stakeholder engagement can transform initial resistance into 
constructive cooperation, but only when coupled with genuine willingness to address 
legitimate industry concerns through practical solutions. 

The designation services approach represents an important innovation in regulatory 
design, targeting specific high-risk activities rather than entire industries. This precision 
regulation reduces compliance burden for low-risk activities while maintaining 
comprehensive coverage of money laundering vulnerabilities. Future regulatory 
expansions should consider similar targeted approaches that balance effectiveness with 
proportionality. 

Professional privilege protections emerged as non-negotiable for legal profession 
acceptance, requiring explicit legislative safeguards rather than reliance on general 
protections. The LPP Form process developed for Australia provides a model for managing 
professional confidentiality obligations within regulatory frameworks, though its practical 
effectiveness remains to be tested. 

The importance of adequate implementation timelines cannot be overstated. The 
compressed schedule between legislative passage and implementation creates 
unnecessary pressure and risks suboptimal compliance approaches. Future expansions 
should allow minimum 18-24 months between final rules and implementation 
commencement. 

Technology transformation imperatives 

The RegTech adoption required for Tranche 2 compliance represents a broader technology 
transformation that will reshape professional services delivery models. Firms that view 
AML technology as enabling infrastructure rather than compliance burden will gain 
competitive advantages through operational efficiency, enhanced client service, and 
reduced risk exposure. 

Artificial intelligence and machine learning applications are becoming central to effective 
AML compliance, offering significant improvements in false positive reduction, risk 
assessment accuracy, and resource efficiency. Professional services firms should 
prioritize RegTech solutions that incorporate AI capabilities and provide learning 
algorithms that improve performance over time. 



Cloud-based platforms offer particular advantages for smaller firms, providing enterprise-
level capabilities without infrastructure investment requirements. The scalability and cost-
effectiveness of cloud solutions make sophisticated AML technology accessible to 
practices that could not justify traditional system investments. 

Integration capabilities represent critical selection criteria for AML technology, with 
systems that seamlessly connect to existing practice management platforms providing 
superior workflow efficiency and data consistency. Future technology selection should 
prioritize interoperability and data portability to avoid vendor lock-in situations. 

Market structure evolution and competitive dynamics 

The compliance cost realities will inevitably drive market consolidation in professional 
services, particularly affecting smaller practices that cannot achieve economies of scale in 
AML compliance. Policy makers should monitor market concentration trends to ensure 
that consolidation does not reduce competition or client choice inappropriately. 

Outsourced compliance services represent an important market innovation that can help 
smaller firms remain viable while meeting regulatory obligations. The emergence of 
specialized AML providers offering fixed-fee services creates new business models and 
competitive dynamics that benefit smaller practices. 

Service delivery models will continue evolving toward technology-enabled approaches that 
improve efficiency while reducing costs. Digital client onboarding, automated compliance 
monitoring, and AI-powered risk assessment will become standard practice elements 
rather than regulatory compliance add-ons. 

Regional and rural service delivery challenges require ongoing attention, with potential 
need for targeted policy interventions to ensure access to professional services in 
underserved areas. Regulatory relief for low-risk activities in regional markets may be 
necessary to maintain service availability. 

International coordination and regulatory evolution 

Australia's alignment with international AML standards through Tranche 2 implementation 
positions the country for enhanced cooperation in cross-border financial crime prevention. 
The regulatory framework should anticipate future international developments and 
maintain flexibility for additional requirements or technological innovations. 

FATF standards continue evolving, with increasing emphasis on beneficial ownership 
transparency, technology adoption, and effectiveness measurement. Australia's 
implementation should incorporate forward-looking provisions that accommodate future 
international requirements without requiring comprehensive legislative revision. 



Cross-border information sharing and mutual recognition arrangements will become 
increasingly important as money laundering techniques become more sophisticated and 
internationally coordinated. The regulatory framework should facilitate information 
exchange while protecting client confidentiality and professional privilege appropriately. 

Virtual asset services and digital currency regulation represent rapidly evolving areas 
where international coordination is essential for effectiveness. Australia's integrated 
approach to traditional and digital AML compliance provides a model for comprehensive 
regulatory frameworks. 

  



Conclusion 

The implementation of Tranche 2 reforms under Australia’s AML/CTF Amendment Act 2024 
marks a pivotal transformation in the country’s approach to financial crime prevention. By 
expanding the regulatory perimeter to include high-risk professional services such as 
lawyers, accountants, real estate agents, and trust and company service providers, 
Australia is addressing long-standing vulnerabilities identified in international 
assessments and restoring its standing within the global AML community. 

While the scope and ambition of these reforms are commendable, the case study 
highlights that successful implementation will hinge on the ability to balance regulatory 
effectiveness with industry practicality. For small and regional firms, compliance cost 
burdens pose a substantial challenge that may reshape market structures through 
consolidation and outsourcing. Technology will be a critical enabler—firms that embrace 
RegTech innovation and cloud-based solutions will not only meet compliance obligations 
but may gain long-term competitive advantage. 

Stakeholder engagement has evolved from resistance to pragmatic cooperation, 
underscoring the importance of clear guidance, adequate transition time, and tailored 
support. However, the compressed timeline between final rule publication and the July 
2026 enforcement date remains a key risk area. Effective sector-specific guidance, training 
programs, and phased support will be vital to avoid implementation failures. 

International experiences—from New Zealand’s phased rollout to Singapore’s advanced 
regulatory infrastructure—offer valuable insights. Australia’s designated services 
approach, privilege safeguards, and RegTech adoption reflect a modern regulatory 
mindset, yet execution quality will determine whether the reforms deliver on their promise. 

Ultimately, Tranche 2 is more than a compliance upgrade—it is a systemic shift toward 
risk-based regulation, digital transformation, and global alignment. The long-term success 
of the reforms will depend on sustained collaboration between regulators and industry, 
continuous improvement of enforcement capabilities, and policy flexibility that keeps pace 
with evolving financial crime risks. As the July 2026 deadline approaches, the true test of 
Tranche 2 will lie not just in compliance, but in capacity building, culture change, and long-
term system integrity. 
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