Legal Guide:
Complying with UK
Money Laundering
Regulations
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Introduction

Money laundering involves concealing the origins of illegally obtained money
by passing it through a complex sequence of banking transfers or commercial
transactions. The primary aim is to make the money appear legitimate. The
UK’s comprehensive legal framework seeks to combat money laundering and
the financing of terrorism, ensuring that businesses and professionals adhere to
strict guidelines to prevent illegal financial activities.

Compliance is crucial to avoid severe penalties, which can include substantial
fines, imprisonment, and reputational damage.

DISCLAIMER: The information contained in this eBook is for general informational purposes only. While every effort has been made to
ensure the accuracy and completeness of the content, the author and publisher assume no responsibility for errors or omissions, or for
any consequences resulting from the use of the information provided. This eBook does not constitute legal advice and should not be
relied upon as such. Readers are advised to consult with a qualified legal professional for specific legal advice tailored to their individual
circumstances. The author and publisher disclaim any liability for any loss or damage incurred by individuals relying on the information in
this eBook. Use of this eBook is subject to the terms and conditions outlined herein.
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Key
Legislation

PROCEEDS OF CRIME
ACT 2002 (POCA):

POCA establishes the principal
offences relating to money
laundering and provides the
legal foundation for confiscating
proceeds from crime.

TERRORISM ACT 2000:

This Act includes offences related
to terrorist financing, outlining
measures to detect and prevent the
use of funds for terrorism.

MLR 2017:

The MLR 2017 details the
administrative obligations for
businesses to prevent money
laundering and terrorist financing.
It emphasises the importance of
risk assessments, customer due
diligence, and internal controls.
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Who Needs
to Comply?

Compliance is required for
businesses and individuals in
various sectors, including:

* Banks and financial institutions
* Accountants and auditors

» Estate agents

e Legal professionals

* High-value dealers

e Casinos
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Main Requirements

CUSTOMER DUE DILIGENCE (CDD):

* |dentity Verification: Verify the identity of clients using reliable, independent
source documents, data, or information.

e Business Understanding: Understand the nature and purpose of the business
relationship.

* Risk Assessment: Assess the risk of money laundering and terrorist
financing.

ONGOING MONITORING:

* Monitor customer transactions and
activities to identify suspicious
patterns.

 Keep records of customer
information and transactions for at
least five years.

REPORTING SUSPICIOUS
ACTIVITY:

* Employees must report suspicious
activities to their firm’s Money
Laundering Reporting Officer
(MLRO).

e The MLRO must file a Suspicious
Activity Report (SAR) with the
National Crime Agency (NCA)
promptly.
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INTERNAL CONTROLS AND TRAINING:

* Establish and maintain internal policies, controls, and procedures to
mitigate money laundering risks.

* Provide regular training to employees on recognising and reporting
suspicious activities.

PENALTIES FOR NON-COMPLIANCE:

Non-compliance can result in severe penalties, including:
e Significant fines

* Imprisonment for serious breaches

 Reputational damage

* Regulatory sanctions
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Recent Case Studies

NATWEST BANK:

In 2021, NatWest was fined £264.8 million for failing to comply with AML
regulations. The bank failed to adequately monitor the activities of a client who
deposited £365 million over five years, much of it in cash.

STANDARD COMMERZBANK AG:

CHARTERED BANK:
In 2020, Commerzbank AG’s

In 2019, Standard Chartered was London branch was fined £37.8

fined £102.2 million by the Financial million for failing to have adequate

Conduct Authority (FCA) for AML AML systems and controls in place,

breaches, including failures in CDD particularly around customer

and ongoing monitoring processes. due diligence and transaction
monitoring.
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Practical Steps
for Compliance

RISK ASSESSMENT:

Conduct regular risk assessments to
identify potential money laundering
risks associated with your business
operations and customers.

IMPLEMENT POLICIES:

Develop and implement
comprehensive policies and
procedures tailored to your
business. Ensure they are regularly
reviewed and updated.

STAFF TRAINING:

Provide ongoing training to all staff
members on money laundering
regulations, risk factors, and
reporting procedures.

RECORD KEEPING:

Maintain thorough records of all
customer interactions, transactions, and
risk assessments. Ensure these records
are accessible and securely stored.
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Sector-Specific Guidance

FINANCIAL SECTOR:

Financial institutions must
implement robust CDD measures,
transaction monitoring systems,
and report suspicious transactions
to the relevant authorities.

ACCOUNTANTS:

Accountants must verify the
identity of their clients, understand
the source of funds, and report any
suspicious activities.

CASINOS:

LEGAL PROFESSIONALS:

Solicitors and notaries must
conduct CDD on clients, especially
in property transactions, and
report any suspicious activity to
the NCA.

ESTATE AGENTS:

Estate agents must verify the
identity of buyers and sellers,
understand the source of funds,
and report any suspicious
activities.

Casinos must implement CDD measures, monitor large transactions, and

report any suspicious activities.
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Frequently Asked
Questions (FAQS)

WHAT IS MONEY LAUNDERING?

Money laundering is the process of concealing the origins of money obtained
through illegal activities, such as drug trafficking, corruption, fraud, or

other criminal acts. The primary objective is to make the illicit funds appear
legitimate, enabling criminals to enjoy their profits without attracting attention
from law enforcement agencies.

WHO MUST COMPLY WITH AML REGULATIONS?

Businesses in the financial sector, legal professionals, accountants, estate
agents, and casinos must comply with AML regulations.

WHAT ARE THE PENALTIES FOR NON-COMPLIANCE?

Non-compliance with AML regulations can result in severe penalties for

both businesses and individuals. These penalties are designed to deter non-
compliance and ensure adherence to the legal framework. Key penalties include
fines, imprisonment, and reputational damage.

HOW OFTEN SHOULD RISK ASSESSMENTS BE CONDUCTED?

Risk assessments are a critical component of an effective AML compliance
program. They help businesses identify and mitigate potential money
laundering and terrorist financing risks associated with their operations and
customers. Risk assessments should be conducted regularly, at least annually,
or more frequently if there are significant changes in the business or regulatory
environment, such as when introducing new products or services, after changes
in the customer base, regulatory updates or major organisational changes such
as mergers and acquisitions or restructuring.

By conducting regular and ad-hoc risk assessments, businesses can proactively
identify and address potential AML risks, ensuring compliance with regulations
and protecting their operations from financial crimes.
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Useful Resources

* National Crime Agency (NCA): National Crime Agency

* Financial Conduct Authority (FCA): Financial Conduct Authority

e HM Revenue and Customs (HMRC): HMRC

* The Law Society: The Law Society
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Key Takeaways

 Understand Your Obligations: Familiarise yourself with the relevant
legislation and regulations.

 Conduct Regular Risk Assessments: Identify and mitigate money laundering
risks within your business.

 Implement Robust Policies: Develop and enforce comprehensive AML
policies and procedures.

e Train Your Staff: Ensure all employees are trained on AML regulations and
reporting requirements.

 Monitor and Report: Continuously monitor transactions and report any
suspicious activities to the appropriate authorities.

 Keep Accurate Records: Maintain detailed records of all customer
interactions and transactions for at least five years.

 Learn from Others: Review recent cases of non-compliance to understand
common pitfalls and best practices.
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How Can We Help?

At 360 Law Services, our team of experienced lawyers is dedicated to assisting
businesses in navigating the complex landscape of Anti-Money Laundering
(AML) regulations. We understand the critical importance of compliance in
safeguarding your business from financial crimes and regulatory penalties.
Here’s how we can help you:

e Comprehensive Compliance Assessment
Our legal experts will conduct a thorough assessment of your current AML
compliance framework. We will identify any gaps or weaknesses in your
existing policies and procedures and provide actionable recommendations
to enhance your compliance program.

* Tailored Policy Development
We can help you develop and implement tailored AML policies and
procedures that align with the specific needs and risks of your business.
Our team will ensure that your policies are up-to-date with the latest
regulatory requirements and industry best practices.

e Customer Due Diligence (CDD) Guidance
Our lawyers will assist you in establishing robust CDD processes to verify
the identity of your clients, understand the nature of their business
relationships, and assess the risk of money laundering and terrorist
financing. We will guide you on the best practices for ongoing monitoring
and record-keeping.

e Staff Training and Education
Effective AML compliance requires that all employees are knowledgeable
about their roles and responsibilities. We provide comprehensive training
programs tailored to your business, ensuring that your staff can recognize
and report suspicious activities accurately and promptly.
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 Risk Assessment and Management
We help you conduct regular and thorough risk assessments to identify
potential money laundering risks associated with your operations and
customers. Our team will work with you to develop strategies to mitigate
these risks effectively.

e Reporting and Liaison with Authorities
Our lawyers can assist you in establishing efficient reporting mechanisms
to ensure that any suspicious activities are promptly reported to the
relevant authorities, such as the National Crime Agency (NCA). We can
also represent and support you in any communications or dealings with
regulatory bodies.

e Ongoing Support and Advisory
Compliance is an ongoing process. We offer continuous support and
advisory services to help you stay abreast of regulatory changes and
maintain compliance over time. Our team is always available to provide
expert advice and assistance as new challenges and requirements arise.

Partnering with 360 Law Services ensures that your business is well-equipped
to meet AML regulatory requirements, protect against financial crimes, and
avoid costly penalties. Contact us today to learn more about how we can
support your compliance efforts.

You can email us at
info@360lawgroup.co.uk or call us on 0333 772 7736.

c)LAWGROUP 15
© 2024 360 Law Group Limited, London. All rights reserved.


mailto:info@360lawgroup.co.uk

