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    The Regulatory Role of the SRA

The Regulatory Role of the SRA

The Solicitors Regulation Authority (SRA) is the independent regulatory body responsible for regulating solicitors and law firms in England and Wales. It operates as a subsidiary of the Law Society but acts independently when it comes to setting standards and enforcing rules.

As a solicitor, you're in a position of trust. Clients hand you their money, their secrets, and their legal problems. Regulation exists to protect the public by making sure you meet minimum standards of competence, ethics, and financial probity. If you fall short, the SRA has the power to investigate and sanction you.

The SRA takes a risk-based approach to regulation. Rather than prescribing detailed rules for every situation, it sets out broad Principles and outcomes, then focuses its resources on the areas of greatest risk to the public. This means you have more flexibility in how you meet your obligations, but also more responsibility to exercise good judgment.

Tip — SQE1 Exam Focus
Questions on the SRA often test whether you can identify a breach of the Principles or Codes of Conduct. The examiners love scenarios where two Principles conflict — for example, your duty to act in the client's best interests versus your duty not to mislead the court. Always start by identifying which Principles are engaged.

The SRA Principles

The SRA Principles

The SRA Principles are the fundamental tenets of ethical behaviour that all regulated persons must comply with. They form the ethical backbone of the entire regulatory framework. There are seven Principles, and they apply to everyone regulated by the SRA — solicitors, RELs, RFLs, and authorised firms.

The Seven SRA Principles
	Principle 1: You act in a way that upholds the constitutional principle of the rule of law, and the proper administration of justice.
	Principle 2: You act in a way that upholds public trust and confidence in the solicitors' profession, and in legal services provided by authorised persons.
	Principle 3: You act with independence.
	Principle 4: You act with honesty.
	Principle 5: You act with integrity.
	Principle 6: You act in a way that encourages equality, diversity and inclusion.
	Principle 7: You act in the best interests of each client.


Sometimes the Principles pull in different directions. For example, acting in your client's best interests (Principle 7) might conflict with upholding the administration of justice (Principle 1). When this happens, the SRA makes clear that Principles 1 and 2 take precedence. Your wider duties to the justice system and public confidence override your duty to any individual client.

Watch out — Principle Hierarchy
This is a common exam trap. If a scenario asks you to choose between your client's wishes and your duty to the court, the duty to the court wins. Principles 1 and 2 (rule of law and public trust) always take priority over Principle 7 (client's best interests). Never help a client achieve an outcome that undermines the administration of justice.

Don't confuse honesty (Principle 4) with integrity (Principle 5). Honesty means not being deceitful or misleading. Integrity is broader — it means behaving ethically and in accordance with the standards expected of the profession. You can be technically honest but still lack integrity if your conduct falls below what's expected of a solicitor.

The Legal Services Act 2007

The Legal Services Act 2007

The Legal Services Act 2007 (LSA 2007) provides the overarching framework for regulating legal services in England and Wales. It created the Legal Services Board (LSB) as the oversight regulator, which supervises approved regulators like the SRA. The Act also defines the regulatory objectives that all regulators must promote.

Regulatory Objectives of the LSA 2007
	Protecting and promoting the public interest
	Supporting the constitutional principle of the rule of law
	Improving access to justice
	Protecting and promoting the interests of consumers
	Promoting competition in the provision of legal services
	Encouraging an independent, strong, diverse, and effective legal profession
	Increasing public understanding of citizens' legal rights and duties
	Promoting and maintaining adherence to the professional principles (independence, integrity, duty to the court, confidentiality, client best interests)


Reserved Legal Activities

Reserved Legal Activities

Not just anyone can provide legal services. The Legal Services Act 2007 identifies six categories of legal work that are "reserved" — meaning only authorised persons can carry them out. If you perform a reserved activity without authorisation, you commit a criminal offence. This is the core of the regulated legal market.

The Six Reserved Legal Activities	Reserved Activity	What It Covers
	Rights of audience	The right to appear before and address a court, including the right to call and examine witnesses. Solicitors have rights of audience in the lower courts; higher courts require additional qualification.
	Conduct of litigation	Issuing proceedings, entering appearances, and all steps in litigation before a court. This includes filing claim forms and defences on behalf of clients.
	Reserved instrument activities	Preparing transfers, charges, and other instruments relating to land that must be registered at the Land Registry. Essentially, conveyancing documents.
	Probate activities	Preparing papers on which to obtain a grant of probate or letters of administration. This covers the formal application for authority to deal with a deceased person's estate.
	Notarial activities	Activities carried out by notaries public, such as authenticating documents for use overseas, administering oaths for foreign documents, and preparing notarial acts.
	Administration of oaths	Administering oaths and taking affidavits, statutory declarations, and affirmations. Solicitors and commissioners for oaths can do this.


An "authorised person" under the LSA 2007 is someone authorised by an approved regulator to carry out reserved legal activities. Solicitors authorised by the SRA are one category, but barristers (regulated by the BSB), licensed conveyancers, CILEx practitioners, and others can also be authorised for specific reserved activities.

Tip — Remembering the Six Reserved Activities
Use the mnemonic "RCRPNA" — Rights of audience, Conduct of litigation, Reserved instruments, Probate, Notarial, Administration of oaths. Or think of it as the six things you cannot do without a licence: speak in court, run litigation, do conveyancing documents, handle probate applications, notarise documents, and swear oaths.

Watch out — Unreserved Activities
Most legal work is actually unreserved. Giving legal advice, drafting contracts, negotiating settlements, mediation, employment tribunal representation — none of these are reserved activities. Anyone can do them, whether or not they're a solicitor. The reserved activities are specifically and narrowly defined. Don't assume all legal work is reserved.

Other Regulated Legal Professionals

Other Regulated Legal Professionals

Solicitors aren't the only regulated legal professionals. The LSA 2007 recognises several approved regulators, each overseeing different types of legal professional. Understanding who else can provide legal services — and what they're authorised to do — is important for knowing when referrals or collaboration might be appropriate.

Approved Regulators and Their Professionals	Professional	Approved Regulator	Key Reserved Activities Authorised
	Solicitors	Solicitors Regulation Authority (SRA)	All six reserved activities (with appropriate qualification)
	Barristers	Bar Standards Board (BSB)	Rights of audience, conduct of litigation (if authorised), administration of oaths
	CILEx practitioners	CILEx Regulation	Rights of audience, conduct of litigation, reserved instruments, probate (depending on Fellowship level)
	Licensed conveyancers	Council for Licensed Conveyancers (CLC)	Reserved instrument activities, probate activities
	Notaries	Master of the Faculties	Notarial activities, administration of oaths
	Costs lawyers	Costs Lawyer Standards Board (CLSB)	Rights of audience (limited), conduct of litigation (limited)
	Patent attorneys	Intellectual Property Regulation Board (IPReg)	Rights of audience and conduct of litigation in IP matters
	Trade mark attorneys	Intellectual Property Regulation Board (IPReg)	Rights of audience and conduct of litigation in trade mark matters


The LSA 2007 also introduced Alternative Business Structures (ABSs), which allow non-lawyers to own or invest in law firms. These are sometimes called "Tesco law" because they opened up the market to commercial organisations. ABSs must be licensed by an approved regulator (the SRA can license ABSs) and are subject to the same regulatory requirements as traditional law firms.

SRA Standards and Regulations

SRA Standards and Regulations

The SRA Standards and Regulations came into force on 25 November 2019, replacing the previous SRA Handbook. The new framework is deliberately shorter and more principles-based. It's built around a few key documents that work together to set the standards you must meet.

Key Components of the SRA Standards and Regulations
	SRA Principles — the seven fundamental ethical obligations that apply to all regulated persons
	SRA Code of Conduct for Solicitors, RELs and RFLs — the standards of conduct and behaviour expected of individual solicitors
	SRA Code of Conduct for Firms — the standards expected of authorised firms (SRA-regulated law firms and ABSs)
	SRA Accounts Rules — the rules governing how you handle client money
	SRA Solicitors Qualifying Examination (SQE) Regulations — the rules for qualifying as a solicitor
	SRA Transparency Rules — requirements to publish price, service, and complaints information
	SRA Financial Services (Conduct of Business) Rules — rules for firms providing certain financial services


An important distinction is between the Code of Conduct for Solicitors (which applies to you as an individual) and the Code of Conduct for Firms (which applies to your firm as an entity). Both you and your firm have separate regulatory obligations. If your firm breaches its Code, the firm itself can be sanctioned. If you personally breach your Code, you face individual consequences.

Tip — The Shift to Principles-Based Regulation
The SRA moved away from prescriptive rules towards broad principles and outcomes. This means exam questions often don't have a specific rule to point to — instead, you need to reason from the Principles and the spirit of the Codes. Ask yourself: "Does this conduct uphold public trust? Does it serve the client's best interests? Is it honest and has integrity?"

SRA Code of Conduct for Solicitors

SRA Code of Conduct for Solicitors

The Code of Conduct for Solicitors, RELs and RFLs applies to you personally as a solicitor, wherever you work. It doesn't matter if you work in a law firm, an in-house legal department, or as a freelancer — the Code follows you. You're responsible for your own conduct at all times.

The Code covers areas including: maintaining trust and acting fairly; dispute resolution and proceedings before courts and tribunals; service and competence; client money and assets; referrals, introductions and separate businesses; and cooperation with regulators. Each area contains specific standards you must meet.

You have a mandatory duty to cooperate with the SRA and other regulators. This means responding promptly to information requests, reporting serious breaches (whether your own or others'), and not obstructing regulatory investigations. Failing to cooperate is itself a serious disciplinary matter, even if the underlying issue turns out to be minor.

SRA Code of Conduct for Firms

SRA Code of Conduct for Firms

The Code of Conduct for Firms places obligations on the firm itself, not just the individuals within it. The firm must have effective governance structures, effective systems and controls for monitoring compliance, and must ensure that managers and employees comply with their own regulatory obligations.

Every SRA-authorised firm must appoint a Compliance Officer for Legal Practice (COLP) and a Compliance Officer for Finance and Administration (COFA). The COLP is responsible for ensuring the firm complies with its regulatory obligations. The COFA handles compliance with the SRA Accounts Rules. Both must report material failures to the SRA.

Watch out — Personal vs Firm Liability
Don't assume that because your firm has a COLP, you're off the hook. You remain personally responsible for your own conduct. If you know about a serious breach at your firm and don't report it, you can be sanctioned individually — even if the COLP also failed. Individual and firm obligations run in parallel.

Overriding Legal Obligations

Overriding Legal Obligations

As a solicitor, you have certain overriding duties that take precedence over your client's instructions. The most important is your duty to the court. If your client asks you to do something that would mislead the court, you must refuse — even if that means withdrawing from the case.

You must not mislead the court or allow the court to be misled. This means you cannot make submissions you know to be false, put forward a false case, or present evidence you know to be fabricated. If your client tells you they're guilty but wants to plead not guilty, you can still act — but you cannot positively assert their innocence. You can test the prosecution's case, but you cannot put forward a false story.

If you're aware of relevant legal authority that is adverse to your client's case, you have a duty to draw it to the court's attention. You can't just ignore a case that goes against you and hope the other side doesn't find it. This might feel counterintuitive — you're essentially helping the other side — but it's essential to the proper administration of justice.

Tip — Practical Approach to Conflicts
In the SQE1 exam, when you spot a conflict between duties, follow this order: (1) Identify the competing duties. (2) Remember that duties to the court and the public interest always win. (3) Try to find a solution that serves the client's interests within the boundaries of your overriding duties. (4) If no solution exists, you must decline or withdraw.

Professional Indemnity Insurance

Professional Indemnity Insurance

Professional indemnity insurance (PII) is compulsory for all SRA-authorised firms. It protects clients by ensuring that if you make a mistake that causes them a financial loss, there's insurance cover to compensate them. Without PII, a negligent solicitor's client might never recover their losses.

The SRA sets out SRA Minimum Terms and Conditions of professional indemnity insurance. These establish the minimum level of cover that qualifying insurers must provide. The minimum cover is currently £2 million for partnerships and LLPs (and £3 million for incorporated practices). The policy must cover all civil liability arising from private legal practice.

When a firm closes, it doesn't mean its liability ends. Claims can emerge years after the work was done. Run-off cover provides six years of insurance protection after a firm ceases practice. This is crucial because it means clients who discover problems later still have a route to compensation.

Alongside PII, the SRA maintains a Compensation Fund. This is a fund of last resort that can make grants to people who have suffered loss because of a solicitor's dishonesty or failure to account for client money. It's not the same as PII — PII covers negligence, while the Compensation Fund covers dishonesty and hardship cases where no other remedy is available.

Watch out — PII Is Non-Negotiable
Practising without adequate PII cover is a serious regulatory breach. If your firm's PII lapses, you must stop practising immediately. The SRA can intervene in a firm that doesn't have PII cover. In exam scenarios, if a firm's insurance has expired, the correct answer is always to stop taking on new work until cover is in place.

The Equality Act 2010

The Equality Act 2010

SRA Principle 6 requires you to act in a way that encourages equality, diversity and inclusion. But beyond the SRA's own rules, the Equality Act 2010 imposes legal obligations on you as a service provider and as an employer. You must not discriminate against clients, employees, or anyone else on the basis of a protected characteristic.

The Nine Protected Characteristics
	Age — protection against discrimination based on age group
	Disability — physical or mental impairment that has a substantial and long-term adverse effect on ability to carry out normal day-to-day activities
	Gender reassignment — where a person is proposing to undergo, is undergoing, or has undergone gender reassignment
	Marriage and civil partnership — protection in the employment context for those who are married or in a civil partnership
	Pregnancy and maternity — protection during pregnancy and maternity leave
	Race — including colour, nationality, ethnic or national origins
	Religion or belief — any religion, religious belief, or philosophical belief (including lack of belief)
	Sex — being a man or a woman
	Sexual orientation — orientation towards the same sex, opposite sex, or both


The Act prohibits several forms of discrimination. Direct discrimination is treating someone less favourably because of a protected characteristic. Indirect discrimination occurs when a seemingly neutral provision, criterion or practice puts people with a particular protected characteristic at a disadvantage, unless it can be objectively justified.

Harassment means unwanted conduct related to a protected characteristic that has the purpose or effect of violating someone's dignity or creating an intimidating, hostile, degrading, humiliating or offensive environment. Victimisation is treating someone badly because they've made or supported a complaint about discrimination.

If you're providing legal services, you have a duty to make reasonable adjustments for disabled clients. This might mean providing documents in large print, allowing extra time for appointments, ensuring your office is wheelchair accessible, or using communication methods suited to the client's needs. The duty is anticipatory — you should plan ahead, not just react when a disabled client walks through the door.

Tip — Equality in Practice
In exam scenarios, watch for situations where a solicitor refuses to act for someone based on a protected characteristic, or where office policies have an unintended discriminatory impact. Remember that the duty to make reasonable adjustments is proactive — you don't wait to be asked. Also note that Principle 6 goes further than the Equality Act: it requires you to actively encourage equality, diversity and inclusion.

SRA Enforcement and Sanctions

SRA Enforcement and Sanctions

The SRA has a range of enforcement powers it can use when solicitors or firms breach their regulatory obligations. The level of sanction depends on the seriousness of the breach. Minor matters might result in a written rebuke, while serious misconduct can lead to being struck off the roll.

Range of SRA Sanctions
	Written rebuke — a formal warning placed on the solicitor's record
	Fine — the SRA can impose fines up to £25,000 on individuals and unlimited fines on firms (through the Solicitors Disciplinary Tribunal for larger amounts)
	Conditions on practice — restricting the type of work a solicitor can do or requiring supervision
	Suspension — temporarily preventing a solicitor from practising
	Referral to the Solicitors Disciplinary Tribunal (SDT) — for the most serious cases, which can result in being struck off the roll
	Intervention — the SRA can intervene in a firm, taking control of client files and money to protect clients


The SDT is an independent tribunal that hears the most serious cases of solicitor misconduct. It has the power to strike a solicitor off the roll (permanently removing their right to practise), suspend them, impose unlimited fines, and make costs orders. Appeals from the SDT go to the High Court.

Summary — Key Takeaways

Summary — Key Takeaways

The Regulatory Role of the SRA — Checklist
	1. The SRA regulates solicitors and firms using a risk-based, principles-based approach under the Legal Services Act 2007.
	2. The seven SRA Principles are the foundation — Principles 1 and 2 (rule of law and public trust) take precedence when Principles conflict.
	3. Six reserved legal activities can only be carried out by authorised persons — performing them without authorisation is a criminal offence.
	4. Most legal work is unreserved and can be done by anyone.
	5. The SRA Standards and Regulations include separate Codes for individuals and firms, plus the Accounts Rules.
	6. Overriding duties (especially to the court) always trump client instructions.
	7. PII is compulsory, with minimum terms set by the SRA and six years' run-off cover when a firm closes.
	8. The Equality Act 2010 protects nine characteristics — you have a proactive duty to make reasonable adjustments for disabled clients.
	9. The SRA has a range of sanctions from rebukes to intervention, with the SDT handling the most serious cases.


Tip — Final Exam Tip
When tackling SRA regulation questions in SQE1, always identify which Principle is engaged first. Then consider the specific Code provisions. Remember the hierarchy: duties to the court and public interest come before duties to the client. And never forget — the SRA's overarching purpose is to protect the public, not to protect solicitors.
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    Introduction to Money Laundering

Introduction to Money Laundering

Money laundering is the process of making illegally obtained money appear legitimate. As a solicitor, you're a prime target for criminals who want to use legal services to "clean" dirty money — think property purchases, company formations, or trust arrangements.

This isn't just a compliance box-ticking exercise. If you fail to spot money laundering or don't report it, you could face criminal prosecution, unlimited fines, and up to 14 years in prison. The UK's anti-money laundering (AML) regime places specific obligations on solicitors as part of the "regulated sector."

Tip — SQE1 Exam Focus
Money laundering is heavily tested in FLK1. Focus on the POCA 2002 offence sections (ss.327-332), the reporting regime, and the difference between "knowledge" and "suspicion." You'll often get scenario questions where you need to decide whether a solicitor must report.

Money laundering typically follows three stages. Understanding these helps you spot when a client's transaction might be part of a laundering scheme. Not every laundering operation follows all three stages neatly, but knowing the pattern makes red flags easier to identify.

The Three Stages
	Placement — introducing criminal cash into the financial system. For example, depositing large amounts of cash into a bank account, or using cash to buy high-value goods.
	Layering — moving or disguising the money through a series of complex transactions to distance it from its criminal source. This might involve multiple transfers between accounts, shell companies, or cross-border transactions.
	Integration — the "cleaned" money re-enters the legitimate economy. The criminal can now use the funds openly, for example by purchasing property or investing in a business.


Watch out — Solicitors as Unwitting Tools
Solicitors are particularly vulnerable at the layering and integration stages. Property transactions, company structures, and trust arrangements are all attractive to launderers. If a client asks you to handle a transaction that seems unnecessarily complex or doesn't make commercial sense, that's a red flag.

The Legal Framework

The Legal Framework

The UK's AML regime sits within an international framework. The Financial Action Task Force (FATF), established in 1989, sets global standards for combating money laundering and terrorist financing. The EU's Money Laundering Directives have also shaped UK law, though post-Brexit the UK maintains its own regime aligned with international standards.

Key UK Legislation
	Proceeds of Crime Act 2002 (POCA) — the primary criminal legislation creating money laundering offences and the reporting regime.
	Terrorism Act 2000 — creates parallel offences for terrorist property and financing.
	Money Laundering, Terrorist Financing and Transfer of Funds (Information on the Payer) Regulations 2017 (MLR 2017) — sets out due diligence, record-keeping, and compliance obligations for the regulated sector.
	Serious Organised Crime and Police Act 2005 — amended POCA to refine the consent regime.


POCA 2002: The Principal Offences (ss.327-329)

POCA 2002: The Principal Offences (ss.327-329)

Sections 327 to 329 of POCA create three principal money laundering offences. These are sometimes called "direct involvement" offences because they criminalise actually dealing with criminal property. Each carries a maximum penalty of 14 years' imprisonment.

Before looking at the offences, you need to understand "criminal property." Property is criminal property if it constitutes or represents a person's benefit from criminal conduct, and the alleged offender knows or suspects that it constitutes or represents such a benefit (s.340 POCA). This is a very broad definition — it covers any property, anywhere in the world, derived from any criminal conduct.

Watch out — The Low Threshold of "Suspicion"
Note the threshold is "knows or suspects." Suspicion is a low bar — it doesn't require certainty or even a belief on the balance of probabilities. In R v Da Silva [2006], the court said suspicion means a possibility (more than fanciful) that the relevant facts exist. You don't need to know the specific crime — just that the property might be criminal.

Under s.327, it's an offence to conceal, disguise, convert, or transfer criminal property, or to remove it from England and Wales, Scotland, or Northern Ireland. "Concealing or disguising" includes concealing or disguising its nature, source, location, disposition, movement, or ownership. For example, if you help a client convert cash from drug dealing into a property purchase, you're committing this offence.

Section 328 makes it an offence to enter into or become concerned in an arrangement which you know or suspect facilitates the acquisition, retention, use, or control of criminal property by or on behalf of another person. This is the offence most relevant to solicitors — if you act in a transaction that helps your client deal with criminal property, you could be caught by s.328.

Under s.329, it's an offence to acquire, use, or possess criminal property. There's a defence if you acquired, used, or possessed the property for adequate consideration — meaning you paid a fair market value for it. This defence is important for solicitors receiving fees, provided the fees are at a reasonable level for the work done.

The Three Principal Offences Compared	Section	Offence	Key Conduct	Maximum Penalty
	s.327	Concealing etc.	Concealing, disguising, converting, transferring, or removing criminal property	14 years' imprisonment
	s.328	Arrangements	Entering into or becoming concerned in an arrangement facilitating acquisition, retention, use, or control of criminal property	14 years' imprisonment
	s.329	Acquisition, use, possession	Acquiring, using, or possessing criminal property	14 years' imprisonment


Tip — How to Distinguish the Three Offences
Think of it this way: s.327 is about what you do TO the property (move it, disguise it); s.328 is about helping SOMEONE ELSE deal with it (facilitating arrangements); s.329 is about having it YOURSELF (acquiring, using, or possessing it). In an exam scenario, identify which section applies by asking: who is doing what with the criminal property?

Defences to the Principal Offences

Defences to the Principal Offences

The most important defence for solicitors is "authorised disclosure" under s.338 POCA. If you suspect you're dealing with criminal property, you can make a disclosure to the NCA (National Crime Agency) before the act takes place and obtain consent to proceed. If you make the disclosure and get appropriate consent (or the relevant time period expires without refusal), you have a defence to ss.327-329.

Key Defences Summary
	Authorised disclosure — you make a disclosure to the NCA before the prohibited act, and either receive consent or the moratorium period expires without refusal (s.338 POCA).
	Reasonable excuse for not disclosing — you had a reasonable excuse for not making the required disclosure (available for ss.327-329).
	Adequate consideration (s.329 only) — you acquired, used, or possessed the property for adequate consideration. This protects solicitors receiving reasonable fees but does NOT apply if you know or suspect the property is criminal (and you provide services that are significantly below market value).
	Overseas criminal conduct — the conduct giving rise to the criminal property occurred overseas and was not unlawful in that country at the time. However, this defence does not apply if the conduct would also be an offence in the UK.


When you make an authorised disclosure (a SAR — Suspicious Activity Report) to the NCA, you enter the "consent regime." You must not proceed with the transaction until you receive consent from the NCA. If the NCA doesn't refuse consent within 7 working days, you can proceed. If they refuse, there's a further moratorium period of 31 calendar days during which you cannot proceed.

Tip — Remember the Time Limits
The consent regime timeline is a common exam point: 7 working days for the NCA to refuse after your SAR, then if they refuse, a further 31 calendar days moratorium. After both periods expire without a court order, you can proceed. Remember: 7 working days, then 31 calendar days.

POCA 2002: Failure to Disclose Offences (ss.330-332)

POCA 2002: Failure to Disclose Offences (ss.330-332)

The failure to disclose offences are separate from the principal offences. They don't require you to actually deal with criminal property — instead, they criminalise failing to report your knowledge or suspicion that someone else is laundering money. For solicitors in the regulated sector, s.330 is the key provision.

Under s.330, if you work in the regulated sector (which includes solicitors) and you know, suspect, or have reasonable grounds for knowing or suspecting that another person is engaged in money laundering, you must disclose this to your firm's MLRO (Money Laundering Reporting Officer) or directly to the NCA. The key difference from the principal offences is the additional "reasonable grounds" threshold — even if you don't actually suspect, you commit the offence if a reasonable person in your position would have suspected.

Watch out — The "Reasonable Grounds" Test
Section 330 includes an objective test: "reasonable grounds for knowing or suspecting." This means you can't simply close your eyes to suspicious circumstances. Even if you genuinely didn't suspect anything, you can be convicted if a reasonable person in your position would have been suspicious. This makes training and awareness critically important.

Section 331 applies to nominated officers (MLROs) in the regulated sector. If the MLRO receives a disclosure from someone in the firm (an internal report) or obtains information in the course of their role, and they know, suspect, or have reasonable grounds for knowing or suspecting money laundering, they must disclose to the NCA. The MLRO acts as the gateway between the firm and the NCA.

Section 332 applies to nominated officers outside the regulated sector. It mirrors s.331 but the mental element is "knows or suspects" without the additional "reasonable grounds" test. In practice, most solicitors will be concerned with s.330 (as individual fee earners) and s.331 (if they're the MLRO).

Failure to Disclose Offences Compared	Section	Who It Applies To	Mental Element	Maximum Penalty
	s.330	Persons in the regulated sector (including solicitors)	Knows, suspects, or has reasonable grounds for knowing or suspecting	5 years' imprisonment
	s.331	Nominated officers (MLROs) in regulated sector	Knows, suspects, or has reasonable grounds for knowing or suspecting	5 years' imprisonment
	s.332	Nominated officers outside regulated sector	Knows or suspects (no reasonable grounds test)	5 years' imprisonment


For s.330, you have a defence if you have a reasonable excuse for not disclosing, or if the information came to you in privileged circumstances. Legal professional privilege (LPP) is a defence — but only for information received in connection with giving legal advice or in connection with legal proceedings. Crucially, LPP does not apply if the information is communicated with the intention of furthering a criminal purpose.

Tip — Privilege and Reporting
The privilege defence is nuanced. If your client tells you in a genuine advice context that they have criminal property, privilege may protect you from the reporting obligation. But if the client is seeking your help to launder the property, the "crime/fraud exception" to LPP applies, and you must report. When in doubt, seek guidance from your MLRO.

Tipping Off and Prejudicing an Investigation

Tipping Off and Prejudicing an Investigation

Once you've made a disclosure (or you know one has been made), you must not tell anyone about it if that disclosure might prejudice any investigation. Under s.333A POCA, if you're in the regulated sector and you disclose to someone that a SAR has been made, and that disclosure is likely to prejudice an investigation, you commit an offence punishable by up to 2 years' imprisonment.

This means you cannot tell your client that you've reported them to the NCA. You also can't hint at it — for example, by saying "we can't proceed for regulatory reasons" in a way that might alert them. If the NCA refuses consent and there's a moratorium, you need to find a way to explain the delay without revealing the report. This is one of the hardest practical challenges in AML compliance.

Watch out — Don't Alert Your Client
Be very careful about what you say to clients when you've made a report. Even innocent-sounding explanations like "there's a compliance issue" could amount to tipping off if your client could infer a report has been made. If asked why a transaction is delayed, give a neutral explanation that doesn't hint at a SAR.

Under s.342 POCA, it's an offence to make any disclosure that is likely to prejudice a money laundering investigation, or to falsify, conceal, destroy, or dispose of documents relevant to such an investigation. This applies to everyone, not just the regulated sector. The maximum penalty is 5 years' imprisonment.

Terrorism Act 2000

Terrorism Act 2000

The Terrorism Act 2000 creates parallel offences to POCA but specifically targeting terrorist property. Sections 15-18 cover: fundraising for terrorism (s.15), use and possession of terrorist property (s.16), involvement in funding arrangements (s.17), and money laundering of terrorist property (s.18). These carry a maximum penalty of 14 years' imprisonment.

Section 19 creates a general offence of failing to disclose knowledge or suspicion of terrorist financing offences where the information came from your work. Section 21A applies specifically to the regulated sector and mirrors s.330 POCA — it includes the "reasonable grounds for knowing or suspecting" test. If you're in the regulated sector, s.21A is the relevant provision.

Tip — POCA vs Terrorism Act — Key Difference
The key difference for exam purposes is that terrorist property doesn't need to come from criminal conduct — it could be perfectly legitimate money that's intended for use in terrorism. Under POCA, property must be derived from crime. Under the Terrorism Act, clean money earmarked for terrorist purposes is caught too.

The Reporting Procedure

The Reporting Procedure

Every law firm must appoint a Money Laundering Reporting Officer (MLRO), also called a nominated officer. If you suspect money laundering, your first step is to make an internal report to your MLRO. Don't try to investigate yourself and don't confront the client. The MLRO will assess whether an external report (a SAR) needs to be made to the NCA.

A Suspicious Activity Report (SAR) is the formal report made to the NCA. The MLRO submits SARs through the NCA's online system. The SAR should contain all relevant information: the client's identity, the nature of the suspicion, details of the transaction, and any supporting evidence. Speed matters — if a transaction is about to take place, you need consent before proceeding.

Ideally, you should report before any prohibited act takes place. If that isn't possible (for example, you only realise after the event), you should report as soon as practicable. A disclosure made after the act can still provide a defence if it's made on the discloser's own initiative and as soon as practicable.

Red Flags and Indicators

Red Flags and Indicators

Knowing when to be suspicious is crucial. You don't need proof of money laundering — you just need reasonable grounds for suspicion. The following indicators should put you on alert and may trigger a reporting obligation.

Common Red Flags
	Unusually large cash payments or requests to pay in cash when other methods are available.
	Client is secretive or evasive about the source of funds or the nature of the transaction.
	Transaction doesn't make commercial sense — for example, buying and quickly reselling property at a loss.
	Instructions change unexpectedly, especially regarding where funds should be sent.
	Client is reluctant to provide identification documents or provides documents that appear forged.
	Funds arrive from or are sent to high-risk jurisdictions.
	Use of complex or unusual corporate structures with no clear legitimate purpose.
	Client wants to use your client account as a banking facility rather than for a genuine transaction.
	Third-party funding with no clear connection to the transaction.
	Client is a PEP (Politically Exposed Person) with wealth inconsistent with their known income.


Tip — Trust Your Instincts
If something feels wrong, it probably is. The legal test is whether a reasonable person in your position would have suspected money laundering. Don't ignore gut feelings — document your concerns and speak to your MLRO. It's always better to report and be wrong than to fail to report and face criminal liability.

Customer Due Diligence (CDD)

Customer Due Diligence (CDD)

Customer Due Diligence is the process of verifying your client's identity and understanding the nature of their business relationship with you. Under the MLR 2017, you must carry out CDD before establishing a business relationship or carrying out an occasional transaction. The basic requirement is to identify the client and verify their identity using reliable, independent sources.

CDD Requirements
	Identify the client and verify their identity on the basis of documents, data, or information from a reliable and independent source.
	Identify any beneficial owner and take adequate measures to verify their identity. A beneficial owner is any individual who ultimately owns or controls more than 25% of the shares, voting rights, or otherwise exercises control.
	Assess and, as appropriate, obtain information on the purpose and intended nature of the business relationship.
	Conduct ongoing monitoring of the business relationship, including scrutiny of transactions to ensure they are consistent with what you know about the client.


In higher-risk situations, you must apply Enhanced Due Diligence. EDD goes beyond standard checks and requires additional measures proportionate to the risk. You must apply EDD where there's a high risk of money laundering, when dealing with PEPs (Politically Exposed Persons), in non-face-to-face relationships, and when dealing with countries identified as high-risk by the FATF or the EU.

In lower-risk situations, you may apply Simplified Due Diligence, which allows you to reduce the extent of CDD measures. However, SDD is not available where there's any suspicion of money laundering or terrorist financing. Even with SDD, you must still identify the client — you just may be able to verify identity through less rigorous means.

A PEP is someone who holds or has held a prominent public function — for example, heads of state, senior politicians, senior government officials, judicial or military officials, or senior executives of state-owned enterprises. Family members and close associates of PEPs are also treated as PEPs. You must apply EDD to all PEPs and obtain senior management approval before establishing a business relationship.

Watch out — Failure to Complete CDD
If you can't complete CDD, you must not carry out the transaction or establish the business relationship. You should also consider whether to make a SAR to the NCA. Don't be tempted to proceed on the basis that you'll "complete the checks later" — the regulations require CDD before you act, not after.

Money Laundering Regulations 2017

Money Laundering Regulations 2017

Under the MLR 2017, your firm must carry out a written risk assessment identifying and assessing the risks of money laundering and terrorist financing that it faces. This must take into account the firm's clients, the countries it operates in, the products and services it offers, its transactions, and its delivery channels. The risk assessment must be kept up to date.

Your firm must establish and maintain policies, controls, and procedures to mitigate and manage the risks identified in its risk assessment. These must cover CDD, reporting, record keeping, internal controls, risk management, and compliance management. The policies must be approved by senior management and communicated to all relevant employees.

You must keep copies of CDD documents (or references to the evidence of identity) for five years after the end of the business relationship or the completion of the occasional transaction. You must also keep records of transactions sufficient to permit reconstruction of individual transactions for five years from completion. These records may be needed by law enforcement.

Your firm must ensure that all relevant employees receive regular training in how to recognise and deal with potential money laundering and terrorist financing. This includes understanding the firm's AML policies, knowing how to identify suspicious activity, and understanding the reporting obligations. Training must be provided at induction and then regularly updated.

Summary — Money Laundering Checklist

Summary — Money Laundering Checklist

Key Points for SQE1
	1. The three stages of money laundering: placement, layering, integration.
	2. POCA principal offences: s.327 (concealing), s.328 (arrangements), s.329 (acquisition/use/possession) — all carry 14 years max.
	3. Criminal property = benefit from criminal conduct + knowledge or suspicion.
	4. Failure to disclose offences: s.330 (regulated sector — includes "reasonable grounds" test), s.331 (nominated officer), s.332 (other nominated officer) — all carry 5 years max.
	5. Key defence: authorised disclosure to NCA + consent regime (7 working days + 31 calendar days).
	6. Tipping off (s.333A): don't tell your client you've made a SAR — up to 2 years.
	7. Terrorism Act 2000: parallel regime but terrorist property can include legitimate funds intended for terrorism.
	8. CDD is mandatory before acting — identify client, verify identity, identify beneficial owners.
	9. EDD required for PEPs, high-risk countries, non-face-to-face relationships.
	10. MLR 2017: firm-wide risk assessment, policies and procedures, record keeping (5 years), training.


Tip — Final Exam Tip
In scenario questions, work through a checklist: (1) Is there criminal property or terrorist property? (2) Which offence might apply? (3) Does the solicitor have knowledge, suspicion, or reasonable grounds? (4) Has a report been made? (5) Is there a defence available? (6) Is there a risk of tipping off? This systematic approach will help you tackle even the trickiest questions.
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