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Money Laundering Regulations and Background 
 

Certain businesses have been affected by anti-money laundering rules for some time, for example, 
insurance companies, banks and other financial institutions.  Since 1994, these businesses have been 
required to put in place specific arrangements to prevent and detect money laundering. 
 
The 2017 Money Laundering Regulations amended and updated the 2007 regulations ensuring that 
businesses continue to combat money laundering and the criminal activity that underlies it.  As money 
launderers have resorted to more sophisticated ways of disguising the source of their funds, legislation 
is updated aimed at catching those involved. 
 
The key pieces of regulation are: 
 

• The Terrorism Act 2000  

• The Proceeds of Crime Act 2002 – this provides for civil recovery of the proceeds from crime. 

• The Serious Organised Crime and Police Act 2005 (amending the POCA 2002) 

• The Crime and Courts Act 2013 (introducing the National Crime Agency) 

• The Money Laundering Regulations (most recently updated in 2017) 

• The EU's 5th Money Laundering Directive came into force on 10 January 2020, amending 
the Money Laundering, Terrorist Financing and Transfer of Funds (Information on the 
Payer) Regulations 2017 

 
The Proceeds of Crime Act and Terrorism Act contain offences which may be committed by individuals 
(or entities), whereas the 2017 Regulations deal with the systems and controls which businesses are 
required to have and contain offences which may be committed by businesses as well as the key 
individuals within them.  

 
The “regulated sector” 
 
The legislation relates to anyone in what is termed as the “regulated sector”, which includes but is not 
limited to: 
 

• Accountants and auditors  

• Tax advisers 

• Financial institutions 

• Credit institutions 

• Dealers in “high value goods” (including auctioneers dealing in goods) whenever a transaction 
involves accepting a total cash payment equivalent to 10,000 euros or more, whether in a single 
operation or in several operations that are linked 

• Casinos 

• Estate agents 

• Some management consultancy services 

• Company formation agents 

• Insolvency practitioners 

• Legal professionals 
 

Banks, Building Societies and other Financial Institutions are regulated and monitored by the Financial 
Conduct Authority to confirm their compliance with the requirements of the anti-money laundering 
legislation. 
 
From 2010, Estate Agents have had to register (and pay a fee) to the Office of Fair Trading (OFT) 
who will then jointly monitor firms (together with the local authority Trading Standards Services) 
compliance with the Money Laundering Regulations. 
 

So, who does it apply to? 
 

Residential Agency, Commercial and Agricultural Property Sales are all classed as regulated 
businesses and therefore fall within the Money Laundering Regulations. 
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Whilst the lettings business is not specifically named under the scope of the regulations, the relevant 
bodies provide strong guidance to ensure that there is a framework of compliance for money laundering 
– to enforce this point, it must be noted that all staff are subject to the requirements under the 
Proceeds of Crime Act 2002; the RICS, amongst other industry regulators suggest in their guidance 
on Money Laundering that “best practice” is to follow some or all of the requirements of the money 
laundering regulations to protect the individual and the firm. 
 
Auction and Fine Art businesses – if a firm accepts cash over 10,000 euros (approximately £8,900 
as at October 2018 exchange rates) in one (or a series of linked/related transactions) the firm is bound 
by the Money Laundering Regulations and must register as a “High Value Dealer”, which in itself results 
in a much more stringent regime for the handling of money. Cash is defined as ‘notes, coins or travellers’ 
cheques in any currency’, but does not include bank transfers. 
 
However, the Moore Allen & Innocent LLP has agreed that we do NOT accept cash over £8,000 
(communicated by e mail to the business on 18th August 2017 and on an annual basis as part of the 
AML Quiz) and therefore this means this aspect of the business falls outside the regulated sector. 
However, as mentioned before all staff are subject to the requirements under the Proceeds of Crime 
Act 2002, and therefore if there is a suspicion that a client is acting in a manner which would imply that 
money laundering may be occurring, there is a responsibility to report this to the MLRO. 

 
What is Money Laundering? 
 

Most of us imagine Money Launderers to be criminals involved in drug trafficking or terrorism or to be 
someone like Al Capone, or indeed the stereotypical man with black and white hooped sweater, black 
mask and “Swag” bag slung over the shoulder! – not the case at all!  Legislation in recent years has 
expanded significantly the definition of what might have been traditionally considered as money 
laundering.  While the general principles remain, money laundering involves turning the proceeds 
of crime into apparently “innocent” funds with no obvious link to their criminal origins, what has 
changed is that the definition now includes the proceeds of any criminal offence, regardless of the 
amount involved. 
 
The National Crime Agency (NCA) defines Money Laundering as…. “any action taken to conceal, 
arrange, use or possess the proceeds of any criminal conduct”.  Criminals try to launder “dirty 
money” in an attempt to make it look “clean” in order to be able to use the proceeds without detection 
and to put them beyond the reach of law enforcement and taxation agencies”. 
 
Essentially, Money laundering is where money obtained, as a result of a crime, is used to pay for 
services or goods. Although the term ‘money laundering’ is usually associated with organised criminal 
activities, it can include a suspicion that someone you know, or know of, is benefiting financially from 
dishonest activities, e.g. non-payment of income tax.  
 
People involved in handling criminal property look for ways to secure and safeguard the proceeds of 
their criminal activities. Although other ways exist, cash is the mainstay of criminal transactions, being 
the most reliable and flexible, and having little or no audit trail.  
 
Criminals often transport cash out of the UK using couriers, usually through airports, to pay into banks 
overseas. They use this money to purchase property abroad, or to pay to their families.  
 
In the UK, the most popular method of money laundering is thought to be the purchase of property, 
followed by investment in front companies or high cash turnover businesses (often legitimate 
businesses) or by funding a lifestyle. After property, the most significant assets bought by criminals are 
jewellery, artwork, antiques, cars and boats. But this list is not exhaustive and criminals continue to 
adapt their approach to laundering money – hence the continuous response from regulatory changes 
to combat this! 
 
Criminals invest cash in financial products with a view to selling them quickly (if necessary at a loss). 
Criminals also use trusts to launder money because of their secretive nature and flexibility, often using 
front companies to hide identities. Gambling large amounts at relatively low odds is also used, since 
winnings are usually received in the form of cheque payments.  
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Criminals use ‘layering’ to confuse the audit trail. This involves passing transactions through several 
stages, often eventually banking the proceeds of business income and transferring the money overseas 
to a country whose regulatory regime is weaker.  
 
General examples of money laundering can include: large cash payments; buying and selling assets 
in a short space of time, asking for cash refunds on credit card payments; or overpaying bills, e.g. 
council tax or rates, then asking for cash refunds.  
 
Any transaction involving an unusually large amount of cash should cause concern and prompt 
questions to be asked about the source. This will particularly be the case where the value of cash 
paid exceeds the amount due to settle the transaction and the person(s) concerned ask for a non-
cash refund of the excess.  
 
If the person(s) concerned use trusts or offshore funds for handling the proceeds or settlement of a 
transaction. The reasons for this should be questioned.  
 
Care should be also exercised, and questions asked, where:  
 

A third party intermediary becomes involved in a transaction;  
 

The identity of a party is difficult to establish, or is undisclosed;  
 

A company is used where the ultimate ownership of the company is concealed or difficult to verify; 
and/or  
 

A party is evasive about the source or destiny of funds.  
 
Please remember that the money laundering regime adopts an ‘all-crimes’ approach. While the 
above examples are largely concerned with significant transactions, money laundering offences may 
apply to a very wide range of more everyday activities within an organisation. For example, being 
complicit in crimes involving the falsification of claims or facilitating employment on which tax is 
not paid which is why all employees should be paid via the payroll.  

 
So how is it done? 
 

Generally speaking, money is laundered whenever a person or business deals in any way with another 
person’s benefit from crime.  That can occur in a countless number of diverse ways. 
 
Traditionally money laundering has been described as a process, which takes place in three distinct 
stages. 
 
Placement: the stage at which criminally derived funds are introduced in the financial system. 
 
Layering: the substantive stage of the process in which the property is “washed” and its ownership and 
source is disguised. 
 
Re-integration: the final stage at which the “laundered” property is re-introduced into the legitimate 
economy. 
 
This three staged definition of money laundering is highly simplistic.  The reality is that the so 
called stages often overlap and in some cases, for example in cases of financial crimes, there 
is no requirement for the proceeds of crime to be “placed”. 
 
So, give me some practical examples….. 
 
You can imagine that if a drug dealer went along to a bank on a Monday morning and tried to pay in the 
weekend’s takings, the bank would notice it and report it unless the sum was relatively small.  If criminals 
can find a legitimate business to help them by taking the cash and pretending that it is the business’s 
money being paid in (in exchange for a proportion!), then that business can be put the cash into the 
bank without any questions being asked. 
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Take, for example, the mobile telephone business that has had a fairly steady turnover of £10,000 per 
week for the last couple of years but suddenly beings to bank £100,000 in cash each week.  Without a 
clear, rational and plausible explanation, this type of suspicious activity would clearly be reported to the 
NCA. 
 
Perhaps a less obvious example of possible money laundering could be where an individual comes into 
an antiques shop and offers to buy a piece of furniture for £12,000 in cash.  Not too many sellers would 
have insisted upon a cheque in the past!  This person may be a money launderer who then goes to 
another shop and sells the antique for say £8,000, being quite prepared to suffer the apparent loss.  
This time the criminal asks for a cheque that can be paid innocently into a bank account, making the 
money look legitimate. 

 
Offences under the Proceeds of Crime Act 2002 
 

The basic money laundering offences that you need to be aware of are: 
 
1. Assisting another to retain the benefit of crime; 
2. Acquiring, possession and use of criminal proceeds; 
3. Concealing/transferring proceeds to avoid prosecution/confiscation orders; 
4. Failure to disclose knowledge or suspicion of money laundering; 
5. Tipping off. 
 
Of these, the key offences that are of particular relevance: 
 
(i) Assisting another to retain the benefit of crime 
 
Assistance occurs where a person is involved in an arrangement with another person, and knows or 
suspects that the other is, or has been involved in, or has benefited from drug trafficking or criminal 
conduct if the arrangement helps the other person to retain or control proceeds directly or indirectly or 
enables the other person to use the proceeds or to invest them for his benefit.  The legislation allows 
“disclosure to a constable” which is normally to the NCA (National Crime Agency). 
 
On conviction on indictment, the penalty is imprisonment of up to 14 years, or a fine, or both. 
 
(ii) Failure to disclose knowledge or suspicion of money laundering 
 
A person is guilty of an offence if, as a result of something he learns in the course of his trade, profession 
or employment, he does not report a suspicion to a police or customs officer. 
 
On conviction on indictment, the penalty is imprisonment of up to five years, or a fine, or both. 
 
(iii) Tipping off 
 
The requirement to report suspicions is not much use if the suspected person is tipped off to the fact 
that they are under investigation.  In order to preserve the integrity of an investigation, the offence of 
“tipping off” occurs when information or any other matter which might prejudice the investigation is 
disclosed to the suspect of the investigation (or anyone else) by someone who know or suspects that: 
a police investigation into money laundering has begun or is about to begin, or the police have been 
informed of suspicious activities, or a disclosure has been made to another employee under internal 
reporting procedures. 
 
On conviction on indictment, the penalty is imprisonment of up to five years, or a fine, or both. 
 
It is important to note, however, that none of these offences are committed if:  
 

the persons involved did not know or suspect that they were dealing with the proceeds of 
crime  and  
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a report of the suspicious activity is made promptly to the Money Laundering Reporting 
Officer (MLRO).  

 
 

What is the Firm’s policy on money laundering?  

Our policy is to:  
 

• prevent, where possible, the firm and its employees being exposed to money laundering.  
 

• identify the potential areas where money laundering may occur and provide staff with 
guidance and training to help prevent money laundering.  

 

• report all suspicions to the firm’s nominated Money Laundering Reporting Officer.  
 

Remember, the obligation is on firms AND their employees within the UK (and beyond) to report 
suspicious transactions for the purposes of avoidance and prevention of money laundering. 
 

The Obligations of a Firm 
 

The firm is obliged to implement and regularly review a number of actions for the purposes of anti-
money laundering and the main areas are listed below: 
 
 (a) Appointment of a Money Laundering Reporting Officer 
 

Receive “suspicious reports” 
Make external reports to the NCA (National Crime Agency) 
Respond to information requested by the Governing authority or NCA 
Regularly monitor and update the firm’s anti-money laundering policies and procedures and 
implement accordingly 
Manage ongoing training requirements 
Be aware of latest developments in anti-money laundering regulation 

 
(b) Process for reporting and recording any suspicious transactions 
 

Registered with NCA for “online reporting” 
Maintenance of register for suspicious transactions to carry out trend analysis, to enable 
policies to be updated where appropriate. 
 

(c) Staff awareness and training 
 

Regular training/refresher training (annually). 
Maintenance of an Anti-Money Laundering Handbook. 
 

(d) Maintain systems and procedures to identify and prevent money laundering 
 

Risk based approach to systems and controls reviews on a regular basis. 
Pragmatic approach to satisfy the business without alienating the client. 
 

(e) Perform Client Care Due Diligence to identify clients and monitor their business 
relationship “Know your Client” rules 

 
Decide who the client is for business purposes 
Satisfactorily identify the client(s) 
Ascertain the nature and purpose of the business relationship 
Know enough about the client’s position to assess the legitimacy of the relationship 
Monitoring the transactions/activity undertaken to assess if in line with expectations or unusual. 
 

(f) Keep records of checks you have undertaken 
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Records should be kept and available for inspection for 6 years from the date on which the 
transaction was completed. 
 
 

Roles and responsibilities 

Identifying acts (or potential acts) of money laundering is the responsibility of individual firm’s like 
ourselves and crucially our employees. The Firm has assigned the overall responsibilities for anti-
money laundering measures to the Money Laundering Reporting Officer (MLRO), who is the 
Partnership Manager, Sue Mothershaw. 

 
The MLRO will review all reported money laundering allegations and decide whether the transaction 
and/or circumstances are suspicious. The MLRO will then, if necessary, report suspicions to the 
National Criminal Intelligence Service (NCIS) and the Police, as appropriate.  
 
Employees  

It is each employee’s responsibility to remain vigilant and report any suspicions to help the 
Firm prevent and detect money laundering. Failure to report a suspicion of money laundering 
may lead to disciplinary action.  

    
Reporting 
 

As mentioned previously, a regulated firm is required to appoint a Money Laundering Reporting Officer 
whose duties include the responsibility for reporting any suspicious transactions to the relevant body, 
the National Crime Agency (NCA). 

 
What should I do if I suspect a case of money laundering?  A simple two step approach: 

• Do not tell the customer about your suspicions.  
 

• Report your suspicions immediately to the firm’s Money Laundering Reporting Officer, 
initially by phone (01285 648109) and then by e mail: 
sue.mothershaw@mooreallen.co.uk 

It is important that you keep all records relating to the transaction(s). If you are unsure about what 
records or information to keep, please ask the MLRO.  

 

Who is the National Crime Agency? 
 

The National Crime Agency was established in 2013 and evolved from its predecessor, the Serious 
Organised Crime Agency (SOCA), which had itself been formed from an amalgamation of the National 
Crime Squad, the National Criminal Intelligence Service (NCIS) and specialist departments of HMRC 
and the UK Immigration service. 

 
The NCA is a law enforcement agency created to reduce the harm caused to people and communities 
in the UK by serious organised crime. Part of the role of the NCA is to analyse the suspicious activity 
reports received from those in the regulated sector and to then disseminate this information to the 
relevant law enforcement agency. 

 
The Regulations require those in the regulated sector to report all suspicions of money laundering to 
the NCA.  By acting as a co-ordinating body, NCA collates information from a number of different 
sources.  This could potentially build up a picture of the criminal activities of a particular individual, which 
only become apparent when looked at as a whole.  This information can then be passed on to the 
relevant authorities to take action. 

 
The MLRO therefore is required to report any transactions that they have suspicions about.  Also, it is 
not simply the more obvious examples of suspicious activities that have to be reported.  For the majority 
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of those regulated, the government has insisted upon there being no de minimis limits within the 
legislation.  This means that very small proceeds of crime have to be reported to the NCA. 

 
Appendix 1 provides some examples of “Suspicious Behaviour” from the RICS guidance on Money 
Laundering. 
 

Evidence of Identity 
 

Identity should be obtained prior to a business relationship (or indeed a one-off transaction) being 
established. 

 
You should ask your clients to provide sufficient proof of their identity.  This means showing WHO they 
are and WHERE they live.  Care and sensitivity must be taken when dealing with clients who are well 
known to the firm (e.g. an established professional business contact).  On occasions you are also able 
to consider accepting confirmation of identity from another professional (who themselves have verified 
the identity of the client), provided they consent to this – BUT the overall responsibility for client 
identification still rests with us! 

 
The current norm for identity verification amongst financial institutions is to have prescribed lists of 
documents that are acceptable to be used as identity checks.  For example: 

 
Verification of Name 
 

• Current photocard driving licence 

• Current UK passport 

• Latest benefit or notification of pension letter from the Department of work and 
Pensions 

• Latest HM Revenue and Customs tax notification 
 
Verification of Address 
 

• Latest utility bill (no more than 3 months old) 

• Latest council tax bill 

• Latest mortgage statement 

• Latest bank/building society statement (no more than 3 months old) 

• Latest insurance renewal notice 
 

Records should be kept and available for inspection for 5 years from the date on which the transaction 
was completed. 

 
Appendix 2 further expands the list of acceptable client identification as suggested by RICS. 

 
Appendix 3 details the steps required to identify an individual. 

 
Appendix 4 is a template model Client Identification Verification Certificate, which highlights forms of 
identification required.  The form is an aide memoire and does not have to be completed (provided 
suitable notes and photocopies of relevant identification are retained on the client file). 

 

Source of Funds 
 

Whilst cash is normally expected to be the main medium for money laundering, as the three step 
process suggests, cheques can also be used.  Please see the attached flowchart (Appendix 6) which 
provides methodology for reviewing this type of transaction. 
 

Conclusion 
 

Whilst the issue of organised crime and money laundering is a daily and ever present risk, similar to the 
closing comments on Crimewatch, don’t panic and sleep well! The firm operates a risk based approach 
to money laundering and security and regularly reviews the procedures in place. If you have any doubts 
or suspicions about a particular transaction, the best, and safest course of action for both the firm and 
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yourself, is to report this to the MLRO for review. “Knowing your customer” underpins the controls in 
place to minimise any exposure we might have to this issue. And finally remember, the vast majority of 
individuals are not criminals, so please don’t be paranoid – but be vigilant and ensure you check ID! 
 
 


