
Importance of Data Localisation and 
Data Sovereignty for Australian Law 
Firms 

Introduction 
Australian law firms handle highly sensitive client information, from personal data to 
confidential business documents. In an era of cloud computing and global data services, 
data localisation and data sovereignty have become critical considerations. Law firms 
must understand where their data is stored and which laws govern it, as this affects client 
confidentiality, privacy compliance, and exposure to foreign jurisdictions. Both Australian 
regulations (like the Privacy Act 1988) and international laws (such as the EU’s GDPR and 
the US CLOUD Act) shape a firm’s duties regarding data storage and cross-border transfers. 
Failing to navigate these rules can lead to legal penalties, breaches of client trust, and 
significant compliance challenges. 

(Australian Data Sovereignty by Tim Vernon / Science Photo Library) Image: Conceptual 
illustration of data sovereignty – data stored within a country's borders remains under that 
nation's legal control. Data sovereignty means data is subject to the laws of the country 
where it is physically stored (Data Sovereignty In Australia). 

Data Localisation vs. Data Sovereignty 
Data localisation generally refers to requirements that certain data be stored within a 
specific jurisdiction (for example, mandating that client files remain on servers in Australia). 
Data sovereignty is a broader concept: it means that data, wherever it resides, is governed 
by the laws of the nation in which it is stored (Data Sovereignty In Australia). In practical 
terms, if an Australian law firm stores data on a server in Australia, that data is wholly under 
Australian law. If the same data is stored or accessible overseas, it becomes subject to 
foreign laws and courts, which may differ markedly from Australian law. For legal 
professionals, this distinction is crucial. Localisation is about where the data lives, while 
sovereignty is about which laws can be applied to it. A firm can have data “resident” in 
Australia (localised) but still face sovereignty issues if, for example, the cloud service 
provider is foreign and subject to external legal demands (as discussed below under the 
CLOUD Act). 

Many Australian firms and clients prefer data to be housed onshore to maintain clear legal 
oversight. In fact, it’s often said that lawyers require their data to be physically located in 
Australia (The Cloud - A Guide for Law Firms - Smokeball). Keeping data within national 
borders simplifies compliance with local duties (like privacy and secrecy obligations) and 
avoids the complexities of foreign jurisdictions. By contrast, if a firm’s emails or documents 
sit on a server overseas, that data could be exposed to another country’s laws or 
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government access requests, raising concerns about confidentiality and control. In short, 
data localisation (storing data in Australia) is one key way to uphold data sovereignty 
(ensuring Australian law applies) for law firms and their clients. 

Australian Legal and Regulatory Framework 

Privacy Act 1988 and Australian Privacy Principles (APPs) 

The Privacy Act 1988 (Cth) and the Australian Privacy Principles (APPs) are central to how 
Australian firms must handle personal information. APP 8 specifically addresses 
cross-border disclosure of personal information. In general, before an organisation (including 
a law firm) sends or discloses personal data abroad, it must take reasonable steps to ensure 
the overseas recipient will handle that information in accordance with the APPs (Overseas 
data transfers: The BC and AD of… | Jackson McDonald Lawyers). In other words, the 
Australian entity remains responsible for protecting the data. Even if you’ve taken 
precautions, your firm can be held accountable for privacy breaches by an overseas 
recipient of the data (Overseas data transfers: The BC and AD of… | Jackson McDonald 
Lawyers). The Office of the Australian Information Commissioner (OAIC) emphasizes that if 
personal information is accessible by an overseas entity (even just stored in a foreign data 
center), the Australian firm may be deemed to have “disclosed” it overseas and will be held 
to account for its protection (Overseas data transfers: The BC and AD of… | Jackson 
McDonald Lawyers) (Sending personal information overseas | OAIC). There is no loophole 
in simply using an overseas server: the law treats personal data sent or held offshore with 
equal care. The firm must either ensure the foreign recipient has equivalent privacy 
safeguards or fit within a specific exception. Exceptions under the Privacy Act are limited (for 
example, if the individual consents with explicit warning of no protection, or if the overseas 
location has laws substantially similar to the APPs, etc.), and none outright relieve an 
organisation of accountability in the way an adequacy decision might under GDPR. 

Practical effect for law firms: If an Australian law firm uses an overseas cloud provider or 
shares client personal information with an international office or partner, it must implement 
measures to safeguard that data. Common steps include contractual clauses requiring the 
foreign party to comply with Australian privacy standards, conducting due diligence on the 
foreign jurisdiction’s laws, and obtaining client consent when appropriate (Overseas data 
transfers: The BC and AD of… | Jackson McDonald Lawyers) (Overseas data transfers: The 
BC and AD of… | Jackson McDonald Lawyers). If the firm cannot ensure equivalent 
protection, it risks violating the Privacy Act. Non-compliance can lead to regulatory 
enforcement and significant fines (Overseas data transfers: The BC and AD of… | Jackson 
McDonald Lawyers). (Notably, recent amendments have increased potential penalties for 
serious or repeated privacy breaches, reflecting the growing regulatory concern in this area.) 
Law firms are also subject to the Notifiable Data Breaches scheme under the Privacy Act – 
meaning if a client’s personal data is compromised (including by an overseas breach), the 
firm may have to notify the individuals and the OAIC. This creates an added incentive to 
keep data secure and possibly onshore, where the firm has more direct control. 

Confidentiality and Professional Obligations 
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Beyond the Privacy Act, Australian solicitors have professional duties to maintain client 
confidentiality and legal professional privilege. While these duties are not codified in a 
single “data law,” they are enshrined in ethics rules and case law. A breach of confidentiality 
can occur if sensitive client information falls into the wrong hands – including foreign 
authorities or third parties – without authorisation. If a law firm chooses to store documents 
in a cloud service or data center overseas, it must assess the risk that local laws or political 
events in that country could force disclosure of those documents. Unlike in Australia, the firm 
might not have an opportunity to assert privilege or confidentiality before a foreign court or 
regulator. Thus, data sovereignty is tied to ethical obligations: keeping client files under 
Australian jurisdiction helps ensure that only Australian law (and courts) can compel 
their disclosure. For example, an Australian court order or warrant would generally be 
needed to access client data stored in Australia; if the same data is sitting on a US-based 
server, a U.S. subpoena could potentially access it under U.S. law, sidestepping Australian 
legal protections. Law firms must weigh this in their risk management. Many firms opt for 
Australian-based data storage (or at least providers that guarantee Australian hosting) to 
align with their confidentiality obligations and client expectations (The Cloud - A Guide for 
Law Firms - Smokeball). Indeed, using a reputable onshore cloud service that guarantees 
Australian data centers can reduce the risk of unauthorised foreign access and give 
clients peace of mind that their information remains within the Australian legal system. 

Sectoral Requirements and Data Localisation Trends 

It’s also worth noting that Australia has some sector-specific data localisation laws. For 
instance, health records in the federal My Health Record system must be stored in Australia 
by law (Guide to data protection laws and compliance in Australia - InCountry). Certain 
financial services and government data are subject to policies or contractual requirements 
for onshore storage as well. While these particular laws might not directly bind private law 
firms, they influence best practices. A law firm handling information for a client in a regulated 
industry (e.g. healthcare, finance, government) may find that the client insists on the firm 
keeping that data onshore to comply with those rules. Furthermore, the Australian 
government itself has committed to an onshore data strategy – e.g. all government data 
must now be stored in certified Australian data centers (New data sovereignty 
framework launched - Cyber Daily) – signaling a broader national security and privacy 
preference for data localisation. Law firms, especially those working on government briefs or 
sensitive matters, should be aware of these trends. They point to the importance of local 
data control. Even absent a general law forcing data localisation on private firms, the 
combination of privacy law obligations, client requirements, and risk considerations is 
effectively pushing many Australian legal practices toward keeping data within Australia 
whenever possible. 

International Regulations and Cross-Border Data 
Transfers 

EU GDPR – Data Exports and “Adequacy” 
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If an Australian law firm deals with personal data from the European Union – for example, 
information about EU clients, counterparties, or employees – it may be subject to the EU’s 
General Data Protection Regulation (GDPR) for those data processing activities. The 
GDPR has strict rules on transferring personal data out of the EU/EEA. Under GDPR 
Chapter V, personal data can only be transferred to a non-EU country if certain conditions 
are met. One mechanism is an “adequacy decision,” where the European Commission 
formally deems the other country’s privacy laws sufficient. Australia, however, is not 
currently recognised as providing an adequate level of data protection under EU law 
(EU General Data Protection Regulation – Office of the Victorian Information 
Commissioner). This means there is no blanket permission to send EU personal data to 
Australia. Instead, Australian law firms (as data importers/exporters) must rely on other 
GDPR transfer safeguards or exceptions. Common solutions are Standard Contractual 
Clauses (SCCs) or Binding Corporate Rules for intra-group transfers, which create 
contractual obligations to uphold EU privacy standards. In some cases, a specific derogation 
might apply – for instance, if the transfer is “necessary for the establishment, exercise or 
defence of legal claims,” it can be allowed (). This legal-claims exception could be relevant if, 
say, an EU company needs to send data to an Australian law firm for use in a lawsuit. 
However, such exceptions are narrowly interpreted and often require that the transfer is 
one-off or necessary in context, so they are not a blanket solution for ongoing data flows. 

In practice, Australian law firms must be very cautious when handling EU personal 
data. They should implement GDPR-compliant measures: signing the latest SCCs with EU 
partners or clients, applying encryption and access controls, and possibly appointing an EU 
representative or Data Protection Officer if the GDPR’s extraterritorial scope applies (GDPR 
can apply to Australian businesses that offer services to EU residents or monitor their 
behavior (EU General Data Protection Regulation – Office of the Victorian Information 
Commissioner) (EU General Data Protection Regulation – Office of the Victorian Information 
Commissioner)). The risks of getting it wrong are substantial: GDPR fines for serious 
infringements can reach up to €20 million or 4% of global annual turnover (Fines / 
Penalties - General Data Protection Regulation (GDPR)) – far higher than typical Privacy Act 
fines. Additionally, improper transfers could lead to EU regulators suspending data flows, 
which could paralyze a matter involving EU data. Therefore, from a compliance perspective, 
Australian firms often treat EU-sourced personal data with GDPR-level care (on top of 
Australian requirements). This may effectively require keeping such data on servers in 
Europe or under strict contractual control, to avoid unauthorized onward transfers from 
Australia to elsewhere. It’s a complex area, and seeking guidance or partnership with EU 
counsel is advisable when large volumes of EU personal information are involved. 

US CLOUD Act – Foreign Government Access to Data 

While the GDPR is concerned with privacy and outbound data transfers, the U.S. CLOUD 
Act raises a different issue: inbound demands for data by foreign (specifically U.S.) 
authorities. The CLOUD Act (Clarifying Lawful Overseas Use of Data Act, 2018) empowers 
U.S. law enforcement, with a valid warrant or subpoena, to compel U.S.-based technology 
companies to hand over data they control, regardless of where the data is stored 
(Sovereignty and the Cloud - Incarta). In other words, if an Australian law firm uses a cloud 
service owned by a company headquartered in the United States, the U.S. government 
could lawfully demand access to the firm’s data through that provider. This applies even if 
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the data is sitting in an Australian data center operated by the provider. For example, emails 
hosted with Microsoft or documents on Google Drive could be produced to U.S. agencies 
under the CLOUD Act, without the firm’s consent and potentially without an Australian court 
order. From the perspective of Australian data sovereignty, this is a significant intrusion: it 
means Australian-held data might be accessible under U.S. law. 

For Australian law firms, the CLOUD Act presents clear risks to client confidentiality and 
control. Sensitive client information could be disclosed to a foreign government without the 
client or firm ever being notified, if the cloud provider complies with a U.S. warrant (and 
providers generally must comply, by law). This scenario could conflict with the firm’s privacy 
obligations or the expectation of attorney-client privilege under Australian law. It also raises 
ethical dilemmas – how to reconcile a foreign disclosure with duties to keep client 
information confidential. Even though Australia has entered into a bilateral CLOUD Act 
agreement with the U.S. to streamline cross-border requests, that mainly expedites legal 
process; it doesn’t eliminate the underlying risk of foreign access. In recognition of this, firms 
are increasingly turning to onshore or “sovereign” cloud solutions. By using cloud 
providers that are Australian-owned or not subject to U.S. jurisdiction, or by retaining 
encryption keys themselves, firms can mitigate this risk. In fact, industry guidance suggests 
that merely having data residency in Australia is not enough if the service is foreign-owned – 
true sovereignty matters (Sovereignty and the Cloud - Incarta). As one analysis put it, 
passing custodianship of confidential data to foreign-owned tech companies risks significant 
reputational harm and loss (Sovereignty and the Cloud - Incarta). The safer course is 
keeping data under Australian jurisdiction whenever feasible. 

Other International Regimes 

Aside from GDPR and the CLOUD Act, law firms may encounter other international data 
regulations. For instance, if a firm operates in jurisdictions like China or Russia, strict data 
localisation laws there could affect how it transfers case data out of those countries. While 
our focus is Australian firms, many large firms have global offices and must juggle these 
local requirements (for example, China’s laws may forbid exporting certain data without 
consent or security assessment). Additionally, countries like Canada, Singapore, and Brazil 
have privacy laws that, similar to GDPR, restrict cross-border transfers unless certain 
safeguards are in place. An Australian firm dealing with personal data from those countries 
will need to comply with any applicable transfer rules (often via contractual clauses or 
consent). Moreover, international standards and frameworks (such as the OECD guidelines 
on cross-border data access, or the new EU-U.S. Data Privacy Framework) can influence 
best practices. The key point is that data jurisdiction issues are truly global: a law firm must 
be aware of the patchwork of laws that apply to any data it holds, especially when that data 
crosses national boundaries. 

Data Storage Considerations for Law Firms 
Where and how data is stored is a foundational concern linked to both compliance and risk 
management. Storing data on servers within Australia generally means Australian law 
governs that data, and Australian courts have jurisdiction – this is the ideal scenario for 
maintaining control. Storing data overseas (or with an overseas-based service) can 
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introduce a host of complications: the data could become subject to foreign subpoenas, 
surveillance, or differing data breach laws. Law firms should carefully consider the following 
aspects of data storage: 

● Physical Location of Servers: Always know which country your data resides in. 
Many cloud providers allow choice of region – e.g. ensuring backups are in 
Australian data centers. If data is stored in multiple locations, all relevant jurisdictions 
need consideration. Some providers might replicate or move data for load-balancing 
or resilience, so firms should obtain contractual commitments on location. 

● Control and Ownership: The firm should retain clear ownership of its data and the 
ability to retrieve or relocate it. This is tied to sovereignty – you want to avoid “lock-in” 
to a foreign host that could complicate legal control. As a best practice, ensure 
contracts stipulate that the firm’s data remains your property and can be 
returned or deleted on demand (The Cloud - A Guide for Law Firms - 
Smokeball). 

● Security Standards: Data centres in Australia are subject to Australian security 
regulations and can be audited against them. When evaluating storage options, 
consider that local data hosting may align better with Australian cyber security 
frameworks (such as the ACSC guidelines). Foreign data storage might not meet 
these standards or could be targeted by threats in that region. 

● Access and Encryption: If using an international cloud solution, one way to 
maintain sovereignty is through encryption – if the data is encrypted with keys the 
firm alone holds, even a foreign order to the provider cannot yield intelligible 
information. This doesn’t change the legal requirements, but it provides technical 
protection for confidentiality. Firms dealing with extremely sensitive material (e.g. 
national security, large IP assets) often use such measures when cloud storage is 
needed. 

● Retention and Deletion: Different countries have different data retention mandates. 
By keeping data in Australia, firms can follow Australian rules (and client instructions) 
on how long to retain files without accidentally violating another country’s 
requirements. Conversely, storing client data in Country X might inadvertently subject 
it to mandatory retention or government access laws in Country X. 

In summary, the more an Australian law firm can localise its data storage, the fewer 
surprises and conflicts it will face. That said, there can be legitimate reasons to store data 
abroad (for instance, a client might request storage in their jurisdiction, or a multinational firm 
may use a centralised global system). In those cases, it is vital to perform a risk assessment 
and implement additional safeguards to uphold the firm’s obligations despite the offshore 
element. 

Cross-Border Data Transfer Challenges 
Moving data across borders – whether sending it to a client or expert overseas, sharing with 
an international law firm partner, or using a cloud service where foreign staff can access it – 
triggers a range of legal considerations. Key challenges for Australian law firms include: 

● Ensuring Equivalent Protection: As noted, APP 8 of the Privacy Act requires firms 
to ensure personal information sent overseas is protected comparably to Australia’s 
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standards (Overseas data transfers: The BC and AD of… | Jackson McDonald 
Lawyers). This can be challenging when dealing with countries that have weaker 
privacy laws. Law firms must often negotiate data protection agreements or rely on 
trusted vendors to meet this requirement. It essentially puts the onus on the firm to 
police the privacy practices of any overseas recipients of data. 

● Complex Contracts and Liability: When transferring data to third parties (e.g., an 
e-discovery vendor in another country or an overseas counsel), firms need robust 
contracts. These contracts should bind the recipient to confidentiality, proper use of 
data, and compliance with relevant privacy laws. However, even with a contract, the 
Australian firm remains liable if something goes wrong in many cases (Overseas 
data transfers: The BC and AD of… | Jackson McDonald Lawyers). Managing that 
residual liability is a challenge – insurance may not fully cover foreign breaches, and 
enforcement against a breaching overseas party could be difficult. 

● Multi-Jurisdictional Compliance: A cross-border data transfer might mean 
simultaneously complying with multiple regimes. For example, consider an Australian 
firm handling an EU client’s data that is stored in a U.S.-based cloud service. The 
firm would need to satisfy Australian law (Privacy Act), EU law (GDPR transfer rules), 
and be wary of U.S. law (CLOUD Act) – all at once. These laws can sometimes 
conflict or impose overlapping requirements, creating a compliance puzzle. Keeping 
track of international developments (like new standard contractual clauses, or 
Schrems II rulings invalidating EU-U.S. frameworks) becomes necessary but is 
resource-intensive. 

● Data Transfer Impact Assessments: Following the GDPR’s influence, organizations 
now conduct transfer impact assessments (TIA) to evaluate the risk of foreign 
government access or inadequate protection before sending personal data abroad. 
An Australian firm might need to perform a similar analysis, especially if transferring 
data to a country with intrusive surveillance laws. This is a new layer of diligence that 
legal teams must incorporate into their processes. 

● Client Consent and Expectations: Sometimes obtaining the individual client’s 
consent for an overseas transfer can be a strategy (and under Privacy Act APP 8, 
explicit informed consent is an exception for transfer ()). However, for law firms, the 
“client” is often an organization or multiple individuals, and consent isn’t always 
straightforward (or advisable if the individuals are not fully aware of risks). Corporate 
clients may have their own policies against certain data leaving Australia. Thus, even 
when the law permits transfer with consent, client expectations or ethical 
considerations might effectively limit a firm’s ability to transfer data abroad. Clear 
communication with clients about where their data may go is essential. 

Overall, cross-border data transfers require a careful balancing act: facilitating the needs of a 
legal matter (which increasingly may span countries) while upholding all applicable data 
protection obligations. Many firms have adopted internal policies, such as “no personal data 
to be sent to overseas counsel without Privacy team approval” or using 
anonymization/pseudonymization when sharing datasets internationally, to reduce risk. It’s a 
challenging area that demands both legal and technical solutions. 

Key Risks for Australian Law Firms 
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When data sovereignty and transfer issues are mismanaged, law firms face a variety of 
risks: 

● Regulatory Penalties: Breaching privacy laws can result in serious fines and 
enforcement action. Under the Privacy Act, the Office of the Australian Information 
Commissioner can seek hefty penalties (recent amendments allow fines in the 
millions for significant breaches). Under the GDPR, fines can reach up to €20 million 
or 4% of global turnover for allowing unlawful transfers or other violations (Fines / 
Penalties - General Data Protection Regulation (GDPR)). These penalties, aside 
from the financial hit, can also trigger compliance audits and public undertakings that 
distract from the firm’s practice. 

● Client Confidentiality Breaches: Perhaps the most profound risk for a law firm is 
loss of client confidentiality. If data stored or transmitted abroad is accessed by 
unauthorized parties – be it hackers or foreign agencies – the firm could breach its 
fundamental duty of confidentiality. This can lead to client mistrust, loss of clients, 
and even legal malpractice claims in extreme cases. Particularly, a CLOUD Act 
disclosure or an unanticipated foreign court order could expose client files without 
consent, which is a nightmare scenario for any law firm’s reputation. 

● Legal Professional Privilege Loss: Closely related is the risk to legal privilege. 
Privileged communications or work product might not be recognized as such under 
foreign law. If, for instance, privileged emails are seized under a U.S. subpoena from 
a cloud server, that privilege could be effectively pierced. The firm might then face 
difficulties asserting privilege in either jurisdiction, harming the client’s legal position. 

● Data Breaches and Cybersecurity Incidents: Transferring data across borders or 
using multiple storage locations can broaden the “attack surface” for cyber threats. 
Different jurisdictions have varying levels of cybersecurity maturity. A data breach at 
an overseas vendor could compromise the firm’s data just as easily as a breach of 
the firm’s own systems. The impact – mandatory breach notifications, potential 
litigation, and reputational harm – is the same, but the remediation may be harder if it 
involves a foreign entity. 

● Reputational and Commercial Damage: Law is a profession built on trust. Clients 
entrust their sensitive information to firms and expect it to be protected. Any hint that 
a firm cannot control where data travels or that it allowed exposure to foreign 
jurisdictions can damage the firm’s standing. For example, if a corporate client learns 
that their deal documents ended up on a server in a jurisdiction they consider 
high-risk, they may not use that firm again. As one commentary noted, outsourcing 
data to foreign providers can risk “significant reputational harm and commercial loss” 
if things go wrong (Sovereignty and the Cloud - Incarta). In competitive legal markets, 
no firm can afford that loss of confidence. 

It’s clear that these risks are not just theoretical – they go to the heart of a law firm’s viability 
and duty to clients. This is why many Australian firms have become proactively involved in 
managing data residency and transfer matters, often with dedicated IT and compliance 
teams. 

Compliance Challenges and Best Practices 
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Addressing data localisation and sovereignty concerns is challenging, but there are concrete 
steps and best practices Australian law firms can adopt: 

● Mapping Data Flows: First, a firm should map out what types of data it holds and 
where that data goes. This includes identifying all cloud services, client databases, 
document management systems, and communication tools in use. By knowing which 
data might leave Australia (and to where), the firm can focus its compliance efforts 
effectively (Management of Data Centres in Australia Key Legal Issues Part 1 - Bird 
& Bird) (Management of Data Centres in Australia Key Legal Issues Part 1 - Bird & 
Bird). 

● Adopting Clear Policies: Develop internal policies on data storage and transfers. 
For example, a policy might mandate that all client data be stored on Australian 
servers unless a specific exemption is approved by management. Another policy 
could require that any cross-border transfer of personal information undergo a 
privacy impact assessment. The policy should also cover usage of personal email or 
unauthorized apps – staff should not, for instance, use consumer file-sharing 
services that might store data offshore without approval ([DOC] 
20221207_choosing_and_using...). Clear guidelines ensure everyone in the firm is 
aware of these obligations. 

● Vendor and Cloud Provider Due Diligence: Law firms should vet their technology 
providers carefully. Key questions include: Where will the data be stored? Who can 
access it? What jurisdiction is the company based in? Reputable cloud vendors will 
offer to house data in Australia and provide commitments around access control. It’s 
wise to obtain a guarantee of Australian data residency in contracts (The Cloud - 
A Guide for Law Firms - Smokeball). If a provider is U.S.-based, discuss how they 
handle government data requests and whether they have ever received CLOUD Act 
demands. Some firms negotiate clauses that require notice to the firm (if legally 
possible) before any foreign disclosure. 

● Encryption and Technical Safeguards: To bolster sovereignty, firms can encrypt 
data in transit and at rest, using encryption keys that they control. This way, even if 
data is stored with a foreign provider, the provider cannot read it. Additionally, 
deploying data loss prevention (DLP) tools can prevent staff from accidentally 
emailing or uploading sensitive files to unauthorized locations. These technical 
measures complement legal measures by adding a layer of protection that travels 
with the data. 

● Training and Awareness: Ensure that lawyers and support staff are trained on 
privacy obligations and the importance of data locality. Often, the weakest link is 
human – e.g., an employee might use a handy free app without realizing it sends 
data overseas. Regular training can instill good practices (like only using approved, 
compliant services) and explain the “why” behind these rules, which increases buy-in. 
For instance, explaining the concept of data sovereignty and giving real examples 
(such as the CLOUD Act case involving Microsoft (Sovereignty and the Cloud - 
Incarta)) can make the abstract risks more concrete to employees. 

● Monitoring Regulatory Changes: The landscape of data regulation is evolving. 
Australia is currently reviewing its Privacy Act to possibly bolster privacy protections 
(which might include clearer rules on overseas data flows). Internationally, 
frameworks like the GDPR are frequently updated by court decisions (Schrems II, 
etc.) and new treaties are formed (e.g., the Australia–U.S. CLOUD Act Agreement). 
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Law firms should subscribe to updates or use legal tech tools to stay informed of 
changes that could affect data handling. Timely knowledge allows the firm to adjust 
its practices before a compliance issue arises. 

● Incident Response Planning: Finally, incorporate data sovereignty scenarios into 
the firm’s incident response plan. If a foreign government or law enforcement body 
requests client data from the firm (directly or via a provider), have a plan for how to 
respond – including legal counsel involvement, challenging the request if appropriate, 
and notifying affected clients if possible. Similarly, if an overseas data breach occurs, 
know the notification obligations in that jurisdiction as well as in Australia. Being 
prepared for these events ensures a smoother, legally sound response under 
pressure. 

By implementing these practices, Australian law firms can better navigate the tricky waters of 
data localisation and sovereignty. The goal is not to avoid using modern cloud technology or 
global collaboration – it’s to do so in a way that honors legal obligations and protects 
clients’ interests. Law firms that get this right will not only stay on the right side of the law 
but also reinforce their reputation as trusted custodians of client data. 

Conclusion 
In summary, data localisation and data sovereignty are of paramount importance to 
Australian law firms for both legal and practical reasons. Firms must contend with Australian 
laws like the Privacy Act 1988, which makes them accountable for personal information even 
when it leaves Australia’s shores, as well as international regimes such as the GDPR that 
restrict transfers and the CLOUD Act that can reach across borders to obtain data. Both data 
storage decisions and data transfer practices can create compliance landmines – whether 
it’s where you host your email server or how you send documents to overseas counsel. The 
key risks include regulatory sanctions, breaches of confidentiality, and loss of client trust, all 
of which can have severe consequences for a legal practice. The compliance challenge is 
significant, but not insurmountable: by keeping data onshore where possible, enforcing 
strong policies and contracts, and staying vigilant about cross-border access, law firms can 
meet their obligations and protect their clients. Ultimately, maintaining control over data 
location and movement is now a core part of running a law firm in the digital age – as 
fundamental as any other aspect of legal risk management. The firms that embrace this will 
be better positioned to serve their clients confidently and securely in an increasingly 
interconnected world. 

Sources: Australian Privacy Act 1988 (Cth) and OAIC guidelines; EU General Data 
Protection Regulation (GDPR); Clarifying Lawful Overseas Use of Data (CLOUD) Act; 
Jackson McDonald “Overseas data transfers” (Overseas data transfers: The BC and AD of… 
| Jackson McDonald Lawyers) (Overseas data transfers: The BC and AD of… | Jackson 
McDonald Lawyers); OAIC guidance on sending information overseas (Sending personal 
information overseas | OAIC); Victorian Information Commissioner on GDPR adequacy (EU 
General Data Protection Regulation – Office of the Victorian Information Commissioner); 
Science Photo Library (data sovereignty image) (Data Sovereignty In Australia); Smokeball 
(law firm cloud guide) (The Cloud - A Guide for Law Firms - Smokeball); Incarta (sovereign 
cloud commentary) (Sovereignty and the Cloud - Incarta); Servers Australia (data 
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sovereignty insights) (Data Sovereignty In Australia); GDPR fine framework (Fines / 
Penalties - General Data Protection Regulation (GDPR)). 
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