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Caveat and copyright notices
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means electronic, mechanical, photocopying, recording or otherwise, without the prior permission in writing of

The DTE Payroll & Tax Centre Limited.

Material protected by Crown copyright, in particular SOCA statements, concessions and forms plus references

to Acts of Parliament are reproduced in accordance with the Crown copyright 2002 guidelines.
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THE DTE GUIDE TO MONEY LAUNDERING
CHAPTER ONE
THE QUICK GUIDE TO COMPLIANCE

If, notwithstanding the publicity surrounding the introduction of the Money Laundering Regulations and, no doubt, much

resolve on the part of every reader of this guide ICPA members are yet to come to terms fully with their obligations then
below are the steps that should be taken to comply with the requirements as they impact upon the small accountancy
firm. This is not a substitute for reading the rest of this guide, the regulations themselves or the guidance issued by the

various professional bodies. It is, however, an attempt to summarise as clearly and concisely as possible the minimum

action needed to achieve much of what is required to comply in an efficient and cost effective manner bearing in mind
that for those who are members of a relevant CCAB professional body compliance is already monitored by thal body and
for others, from 2007, compliance will be monitored by HM Revenue & Customs {in retum for an annual fee anticipated
at around £60).

1.

10.

Any advisor, auditor, tax advisor, or insolvency practitioner should assume the regulations apply. Also assume

that professional privilege andfor client confidentiality does not apply.

A Money Laundering Reporting Officer (“MLRO") should be appointed and written confirmation obtained from the

persen concerned that they are willing to act (see page 2).
Staff training to explain to all concerned the firm's Money Laundering procedures should be arranged.
A written memo to staff confirming the firm’s procedures on Money Laundering (see page 2) should be issued.

A system for staff to report knowledge or suspicion of criminal offences to the MLRO (see appendix II) should be
established

Any matters reported to the MLRO should be considered and advised to SOCA via their forms or if not advised to
SOCA, detailed reasoning should be retained (see appendices Ill, IV and V}.

QOriginals should be inspected of either passport or photographic driving licence, plus recent utility bill for ail new
clients or equivalent electronic evidence obtained (see appendix VI) with photocopies retained on file (see

appendix Il and note passports should not be colour photocopies).

Transacting business for clients via client bank accounts should be avoided and, if absolutely necessary, the

member should be certain as to the source and legitimacy of any client funds received.

Gomprehensive knowledge should be obtained of all clients so that issues in respect of which an SOCA report

might be appropriate are not missed.

Use common sense. Anything “dodgy” is likely to require a SOCA report. Therefore, avoid being an unwitting
party to anything “dodgy” and, to the extent the position can be influenced, e.¢. for entries to be made into
accounts or onto tax returns, members should ensure that such entries are correct to the very best of his/her

knowledge and belief and ideally supported by third party documentary evidence.




Example MLRO appoiniment memorandum

From: XYZ firm

To: F Bloggs

dd/mmiyy

As discussed you have agreed to accept the appointment of Money Laundering Reporting Officer fo the firm with
immediate effect. This is an important role within the firm with considerable responsibilities. You are requested to
undertake your duties with appropriate diligence and vigour to ensure the firm complies with ils obligations under The

Proceeds of Crime Act 2002 and The Money Laundering Regulations 2003. The firm hereby confirms its full support to

you in fulfilling your duties.

J Brown for and on behalf of XYZ firm

F Bloggs in confirmation of acceptance of appointment of Money

Laundering Reporting Officer for XYZ firm

Example memorandum to staff

From: XYZ firm

To: All Staff

dd/mm/yy

Please note that F Bloggs has been appointed the firm’s Money Laundering Repotting Officer. If as part of your duties
with XYZ you become aware or have any suspicions that a criminal offence (including tax evasion) has been committed
(however small) by anybody then relevant details should be passed to F Bloggs. Please note that failure to comply may

render you personally fiable to criminal proceedings. Further details of the Money Laundering Regulations wifl be
provided via appropriate training. In the meantime any queries should be raised in the first instance with F Bloggs.




CHAPTER TWO
INTRODUCTION AND BACKGROUND

Introduction

This guide has been produced with a view to it being used by members of The ICPA. As a result, legal language is kept
to a minimum and hopefully this makes the guide more user friiendly. It is suggested that it be used alongside the more
formal guidelines which can be found within the legislation and in guidance from the Institute of Chartered Accountants,

the Chartered Association of Certified Accountants and the Charterad Institute of Tax,

There is no doubt that the original purpose of the legislation and indeed the current version is primarily fargeted at
serious crime. Everybody probably accepts that drug dealing, terrorism, paedophilia, etc., are serious ctimes and if at all
possible should be eliminated. Members must understand however that the legislation is structured in such a way that

there is no distinction between serious crime and other crime and this subject is covered later in this guide.

Parliament has an idealistic view that it can legislate to eliminate crime from society. Whilst this strategy will inevitably
fail, it is believed that all reasonable and honest individuals will support legislation that makes criminal activity more
difficult. By targeting accountants, solicitors and certain other organisations in addition to banks, insurance companies,
etc, the intention is to ensure that criminal activity cannot survive within the legitimate economy.

For accountants, the problem is that the legislation does not distinguish between serious crime and what one might call a
minor offance. Accountants are now required to support Parliament’s fight against crime and this is where accountants
may come unstuck. If the procedures laid down within the legislation are not followed, then the accountant will be guilty

of a criminal offence and will be expected to suffer the penally.

The above is not meant to be scare-mongetring but rather a view of what it is understood is the attitude of officialdom. It
is believed that the authorities will wish to bring several accountants to court in the relatively eary days of this legislation
in order to set an example to others, The aim of this guide is to assist members in fulfilling his/her responsibilities and

hence avoid being used as an example to the rest of the profession.

The history of money laundering and the anti money laundering regulations

The phrase ‘money laundering’ originated as a description of the process by which criminal gangs, headed by such as Al
Capone and other Chicago mobsters, took their illegitimate funds and brought them into the legitimate economy.
Gangsters of that ilk tended 1o follow a simple process of treating criminal monies as being takings of legitimate cash

businessss such as laundrettes, hence the ferm 'maoney faundering'.

In more recent times with the emphasis in the media on drugs and terrorism, money laundering has come to be used as
the phrase to describe the means by which drug dealers, in particular, introduce their illegal funds into the legitimate
economy. Whilst large parts of the public and the media and indeed many accountants may have perceived money
laundering to relate only to drug dealers and terrorists, the reality is that money laundering has always related to a much
wider class of criminal activity. The erroneous perceplion has been aided by the earlier version of the Money Laundering
Regulations (dating back to 1993) which required most reporting only in respect of proceeds of certain ‘serious’ crimes,

in particular drug dealing and tetrorism,




The Proceeds of Crime Act 2002 (“POCA 2002") defines criminal activities in their widest sense. The Money Laundering
Regulations 2003 make the reporting of proceeds of all of those criminal activities an essential requirement for

accountants and certain other organisations.

What is money laundering

The original concept of Money Laundering (see page 3) has been expanded by recent legislation such that it now refers
to a large number of offences which involve the proceeds of crime or terrorist funds. To understand in detail what is
classed as money laundering one needs to be aware not only of the Money Laundering Regulations 2003 but also the
Proceeds of Crime Act 2002 and the Terrorism Act 2000 (as amended by the Anti Terrotism, Crime and Security Act
2001). One also has to keep abreast of updates that are sure to be introduced in paricular the first significant change
introduced by The Serious Organised Crime & Police Act 2005 and more recently proposals for the implementation of
the E.U. Third Directive on Money Laundering, including the monitoring of non CCAB accountants by HM Revenue &

Customs. See also Future Developments later in this section.

Within this guide, it is not proposed to look at the legislation in detail but rather to concentrate on how it will affect most
members. It is, however, important to understand that if there has been criminal activity and if, as a result of that criminal
activity, there has been proceeds then automatically the Proceeds of Crime Act and The Money Laundering Regulations

will apply. It is therefore necessary to consider what ‘criminal activity' is and what ‘proceeds of crime’ are.

Criminal activity is defined as absolutely everything that is done which could result in a prosecution, Someone is

engaged in money laundering under the Act where they.

« Conceal criminal property, disguise it, convert it, transfer it, or remove criminal property from the UK.

s Enter into or become concerned in an arrangement which they know or suspect facilitates the acquisition, retention,

use or contral of criminal property by or on behalf of another person.

e Acquire, use or have possession of criminal property.

For a person to be engaged in money laundering they must know or suspect that the property in question constitutes or

represents proceeds of a criminal activity.

It will become immediately clear from the above that it is not just the person who sells drugs, burgles or olherwise
commits an obvious crime that may be involved in money laundering. Money laundering extends well beyond the
criminal themselves to encompass those who assist a criminal or those who take possession of something that was
(directly or indirectly) the proceeds of a crime and the latter could very easily be an accountant!

There are thousands of criminal offences and it must be emphasised that accountants are not expected to be experts on
criminal law. However, in that accountants hold themselvas out to be experts in terms of accounting and taxation issues,
it would be expected that they should know when an individual commits a criminal offence in those areas. The courls
may consider that accountants usually know “what's going on”. Because of the accountant’s skill in the world of finance,

the couris may take some convincing that the accountant was not suspicious where financial ctimes are concerned.













