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Introduction

The Australian Government is reforming Australia’s anti-
money laundering and counter-terrorism financing (AML/
CTF) regime. These regulations propose to extend the
existing AML/CTF legislation to certain high-risk services,
known as tranche 2 services. The reforms aim to simplify
and modernize the regime, reduce complexity, and harden
Australian businesses against exploitation by serious
organized criminals.

Expert insights from Momenta Group will keep you informed
about the latest industry developments and regulatory
changes, ensuring your business has the necessary people,
processes, and technology. Keep in mind that the specific
impact will vary depending on your business’s type, industry,
and size. Therefore, it is essential for businesses to stay
informed and adjust their practices accordingly.

Key Proposals

e Expanded Scope: Tranche 2 services will now fall under AML/CTF obligations. Businesses in these sectors must adapt their
practices to comply with reporting requirements.

e Customer Due Diligence (CDD): Enhanced CDD measures will apply to high-risk services. Businesses need to verify
customer identities, assess risk, and monitor transactions more rigorously.

e AML/CTF Programs: Affected businesses must develop and maintain robust AML/CTF programs. These programs should
address risk assessment, training, reporting, and internal controls.

e Reporting Entities: The reforms broaden the definition of reporting entities. Businesses that previously fell outside AML/CTF
obligations may now need to register with AUSTRAC.

The Tranche 2 reforms in Australia are expected to impact businesses significantly. Here are some key points Momenta want to

share:

e Reporting Obligations: Businesses will have more stringent reporting obligations. They'll need to provide detailed
information about transactions, customers, and suspicious activities to AUSTRAC.

e  Risk Assessment: Businesses will need to conduct thorough risk assessments to identify and manage money laundering and
terrorism financing risks. This includes understanding their customer base, transaction patterns, and potential vulnerabilities.

e Enhanced Due Diligence: Businesses dealing with high-risk customers or jurisdictions will need to perform enhanced due
diligence. This involves verifying customer identities, monitoring transactions, and assessing the legitimacy of funds.

e Technological Upgrades: Many businesses will need to invest in better AML/CTF technology and systems to comply with the
reforms. This includes implementing transaction monitoring tools and automated reporting mechanisms.

e Penalties and Enforcement: Non-compliance can result in hefty penalties.

Sector-Specific Implications

Based on our experience, we believe that several sectors will likely experience significant effects from the Tranche 2 reforms.
Financial institutions such as banks, credit unions, and others will face increased compliance requirements, necessitating
enhancements to their AML/CTF programs, thorough customer due diligence, and prompt reporting of suspicious transactions.
The real estate sector, including property developers, agents, and settlement agents, will encounter stricter rules for verifying
the identities of buyers and sellers to prevent money laundering through property transactions.

Cryptocurrency exchanges and wallet providers, given the growing popularity of cryptocurrencies, will need to comply with AML
regulations by monitoring transactions, identifying high-risk activities, and reporting suspicious behavior. Professional services
such as lawyers, accountants, and other advisors will need to assess their clients’ risk profiles and report any suspicious activities.
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The gaming and gambling industry, including casinos, online betting platforms, and gaming operators, will face tighter scrutiny
and strengthened AML measures to prevent illicit funds from entering the sector. Lastly, remittance services, including money
transfer businesses and remittance providers, will need to improve their AML controls by verifying customer identities and
rigorously monitoring cross-border transactions.

At Momenta Group, we are assisting Australian businesses to ensure compliance with the Tranche 2 reforms through several key
steps. First, we conduct thorough risk assessments to understand the business’s exposure to money laundering and terrorism
financing risks, identifying high-risk areas, customer profiles, and transaction patterns. We then develop or enhance AML/CTF
programs, including policies, procedures, and controls that align with the new regulations to prevent illicit activities.

Our approach includes implementing robust customer due diligence (CDD) procedures to verify identities and applying
enhanced measures for high-risk customers, politically exposed persons (PEPs), and complex transactions. We set up
transaction monitoring systems to detect suspicious activities and regularly review and analyze transactions for anomalies.
Additionally, we ensure that businesses report suspicious transactions promptly to AUSTRAC and submit threshold transaction
reports (TTRs) as required. Training employees on AML/CTF policies and procedures and fostering a culture of compliance
within the organization are also crucial components of our strategy.

We emphasize investing in AML/CTF technology, using automated tools for monitoring and reporting, and keeping systems
up-to-date to adapt to changing risks. Finally, we conduct regular independent audits to assess compliance effectiveness and
address any deficiencies promptly.

Consequences of Non-Compliance
Non-compliant businesses in Australia face significant penalties for failing to adhere to the Tranche 2 reforms. These penalties
are designed to encourage compliance and deter financial crimes:

Civil Penalties: Fines Criminal Offences: Enforcement

for specific breaches Severe cases may Actions: AUSTRAC
can be substantial, result in criminal can issue
with a maximum of charges, including infringement

Reputational Business Disruption:
Damage: Non- Regulatory
compliance can investigations and
harm a business’s  [@penalties can disrupt
AU$21 million for imprisonment for up Jll notices, enforceable
corporations and to 7 years. undertakings, or seek
AU$4.2 million for court orders against
individuals. non-compliant
businesses.

reputation, leading operations, causing
to loss of trust financial losses

among customers, and operational
investors, and challenges
partners.

When addressing the AML Tranche 2 reforms, Momenta Group provides comprehensive assistance to businesses across various
critical areas. Firstly, we prioritize Risk Assessment by conducting thorough evaluations to discern the extent of a business’s exposure
to money laundering and terrorism financing risks. This involves identifying high-risk areas, analyzing customer profiles, and scrutinizing
transaction patterns. Secondly, our focus extends to the development or enhancement of AML/CTF Programs. We work closely

with businesses to establish robust programs comprising policies, procedures, and controls aimed at preventing illicit activities. Our
emphasis lies in ensuring that these programs align seamlessly with the new regulatory framework.

Thirdly, in the realm of Customer Due Diligence (CDD), we assist businesses in implementing stringent procedures. This includes
verifying customer identities through robust CDD protocols and applying enhanced due diligence measures, particularly for high-risk
customers, politically exposed persons (PEPs), and complex transactions. Moreover, we facilitate Transaction Monitoring by helping
businesses establish effective systems to detect suspicious activities. Regular reviews and analyses of transactions are conducted to
identify anomalies promptly. Addressing Reporting Obligations is another crucial aspect of our assistance. We guide businesses in
promptly reporting suspicious transactions to AUSTRAC and ensuring compliance with threshold transaction reporting requirements.
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Furthermore, we prioritize Training and Awareness initiatives, providing comprehensive education to employees on AML/CTF policies
and procedures. Additionally, we work towards fostering a culture of compliance within organizations. In the realm of Technology and
Systems, we advocate for investments in AML/CTF technology, encouraging the use of automated tools for monitoring and reporting
Moreover, we stress the importance of keeping systems up-to-date to effectively adapt to evolving risks. Lastly, we advocate for the
importance of Independent Audits, assisting businesses in conducting regular assessments to gauge compliance effectiveness. Any
identified deficiencies are promptly addressed to maintain regulatory compliance and mitigate risks effectively.

Remember that compliance is an ongoing process. Stay informed about regulatory updates and adapt your practices
accordingly. Here’s a concise guide and how Momenta Group can help:

Education and Awareness: Transaction Monitoring:

Train Staff: Educate employees about AML/CTF Automate: Use software to monitor transactions for
regulations, risks, and their responsibilities. anomalies.

Stay Updated: Regularly review guidelines and adapt to Review Regularly: Analyse flagged transactions promptly.
changes.

Risk Assessment: Reporting Obligations:

Identify Risks: Understand your business’s vulnerabilities. Timely Reporting: Report suspicious activities to relevant
Consider customer types, transaction volumes, and high- authorities.
risk areas. Threshold Reports: Submit threshold transaction reports
Prioritize: Focus on critical risks first. as required.

Simplified Policies and Procedures: Technology Solutions:

Customize: Develop AML/CTF policies tailored to your Affordable Tools: Explore cost-effective AML software.
business size and operations. Cloud-Based: Consider cloud solutions for scalability.
Clear Procedures: Create straightforward procedures for

customer due diligence, reporting, and monitoring.

Customer Due Diligence (CDD): Independent Review:

Basic CDD: Verify customer identities using reliable
documents

Periodic Audits: Conduct independent reviews to assess
compliance.

Enhanced CDD: Apply enhanced checks for high-risk
customers.

Address Gaps: Rectify any deficiencies promptly.

Who are Momenta Group?

Momenta Group is a leading provider of recruitment, consultancy, outsourcing, and next generation Al-enabled solution
services, dedicated to driving success for our clients in today’s rapidly evolving regulatory business landscape. With a proven
track record of delivering exceptional results, we combine cutting-edge technology with industry expertise to deliver tailored
solutions that meet the unique needs of each client. To find out more about how our bespoke solutions can assist your
Business, please reach out to our experts at

geollyer@momentaresourcing.com.au or srippon@momentagroup.com.



