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1. The Status of this Guidance and Terminology Used
1.1 Status

This draft guidance replaces previous guidance and good practice information on complying
with AML/CTF obligations.

This guidance is issued by the Legal Sector Affinity Group, which comprises the AML
Supervisors for the legal sector.

The authors will aim to keep this guidance up to date with new legislation as it comes into
force, but this guidance cannot be regarded as a definitive statement of the law or of the
effect of the law, and does not comprise, and should not be relied on as giving, legal advice.
It has been prepared in good faith, but neither the Legal Sector Supervisors nor any of the
individuals responsible for or involved in its preparation accept any legal responsibility or
liability for anything done in reliance on it.

Practice Units are not required to follow this guidance, however legal sector supervisors will
consider whether a legal professional has complied with this guidance when undertaking its
role as regulator of professional conduct, and as a supervisory authority for the purposes of
the Regulations. You may be asked by your regulatory body to justify a decision to deviate
from this guidance.

Some independent legal professionals are authorised and regulated by the FCA because
they are involved in mainstream regulated activities, e.g., advising clients directly on
investments such as stocks and shares. Those professionals should also consider the Joint
Money Laundering Steering Group's guidance.

This guidance has been submitted to HMT for approval. In accordance with sections 330(8)
and 331(7) of the Proceeds of Crime Act 2002, section 21A(6) of the Terrorism Act 2000,
and Regulation 86(2)(b) of the Money Laundering, Terrorist Financing and Transfer of Funds
(Information on the Payer) Regulations 2017, the court is required to consider compliance
with this guidance in assessing whether a person committed an offence or took all
reasonable steps and exercised all due diligence to avoid committing the offence.


https://jmlsg.org.uk/
https://jmlsg.org.uk/
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1.2 Terminology

This guidance uses “must,” “should” and “may” throughout to contextualise how to
understand the various directions.

The terms have the below meanings:

Must — a requirement in legislation or a requirement of a regulation or other mandatory
provision. You must comply, unless there are specific exemptions or defences provided for
in relevant legislation or regulations.

Should — good practice for most situations. These may not be the only means of complying
with the requirements and there may be situations where the suggested route is not the best
option.

If you do not follow the suggested route, you should be able to justify to supervisors why
your alternative approach is appropriate, either for your practice, or in the particular instance.

May — an option for meeting your obligations or running your practice. Other options may be
available and which option you choose is determined by the nature of the individual practice,
client or matter. You may be required to justify why this was an appropriate option to your
supervisor.
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2. Background

This guidance has been written both as a result of the changes made to The Money
Laundering, Terrorist Financing and Transfer of Funds (Information on the Payer)
Regulations 2017 by The Money Laundering and Terrorist Financing (Amendment)
Regulations 2019 that came into force on 10 January 2020 and an extensive review of the
previous guidance by the Legal Sector Affinity Group.

These iterative pieces of legislation will be referred to collectively as “the Regulations”
throughout this guidance.

This guidance has been submitted to HMT for approval.
The guidance has two over-arching goals:

e First, it intends to provide practical information for legal practices in scope of the
Regulations to aid their compliance and to effectively protect against Money
Laundering and Terrorist Financing risks; and,

e Second, it aims to communicate supervisors’ expectations for those they supervise.

It is not the intention of this document to cover every eventuality. In reviewing it, we have
aimed to strike a balance between specificity where helpful and providing the tools that legal
practices need in order to deal with any given scenario. The risk-based approach (RBA),
which is a long-established principle within Anti- Money Laundering (AML), acknowledges
that every situation is different and that the legal practitioners and practices themselves are
best placed to understand the risks and deal with them proportionately.

The guidance is separated into two parts:

e Part 1 includes the guidance, generally applicable for legal practices; and,
e Part 2 includes guidance for particular sectors (including barristers).

The guidance for barristers in Part 2 has been written recognising the specific nature of the
Bars and the risks to which they are exposed. In particular, it recognises that most barristers
are self-employed, do not engage directly with the lay client and are limited by their
regulation in the scope of practice, which means that they do not hold clien