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INTRODUCTION 

1. The Fraud Advisory Panel (the „Panel‟) is a registered charity and membership 

organisation which acts as an independent voice and supporter of the counter fraud 

community in the United Kingdom.  

2. Established in 1998, the Panel works to encourage a truly multi-disciplinary perspective 

on fraud. It has approximately 300 corporate and individual members, drawn from the 

public, private and third sectors and across a variety of professions.  

3. The Panel‟s role is to raise awareness of the immense human, social and economic 

damage caused by fraud and financial crime and to help individuals and organisations 

to develop effective strategies to prevent it. 

4. This response has been prepared on behalf of the Fraud Advisory Panel by its Board of 

Trustee Directors which includes representatives from the business community, law 

enforcement, and the legal and accountancy professions.  

GENERAL POINTS 

5. The Fraud Advisory Panel welcomes the opportunity to respond to the HM Treasury 

consultation paper Review of the Money Laundering Regulations 2007: the 

Government response.  

6. Overall, the Fraud Advisory Panel supports the aim of the review to ensure that money 

laundering regulations (the „Regulations‟) are as effective and proportionate as 

possible, and to engage with the regulated sector.   

7. We believe that the Risk-Based Approach (RBA) is the most appropriate approach to 

implementing the Regulations as it is both proportionate and cost effective. Individual 

firms should be allowed to introduce policies, systems and procedures which respond 

to the unique needs and risks of their business and to have the flexibility to modify and 

adapt these as necessary to changing circumstances and business practice.  

8. However to be effective, we believe that sector-specific guidance should be issued to 

firms to dissuade the practice of taking a „tick-box‟ approach to the Regulations. This 

needs to be coupled with a more concerted attempt by supervisors to ensure that the 
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evaluation of firms‟ anti-money laundering policies and systems are not also simply a 

tick-box exercise.  

9. Furthermore we also believe that the proposed one-year limit in the definition of 

Politically Exposed Persons (PEPs) is too short and potentially creates a comfort zone 

where associated risks may be overlooked.  

THE CONSULTATION QUESTIONS 

10. Although the consultation paper covers a wide range of issues that are of interest to our 

members, we have chosen to limit our response to specific questions where we felt our 

expertise and input would add most value.  

Question 1: Should the existing criminal sanctions be wholly or partly repealed? 

11. The Fraud Advisory Panel does not believe that the existing criminal sanctions should 

be either wholly or partly repealed.  

12. We support the view expressed in paragraph 3.55 of the consultation paper that the 

“existence of criminal offences acts as a deterrent; and may assist those in regulated 

businesses charged with compliance functions to ensure these responsibilities are 

taken seriously by senior management and staff”. We consider the threat of criminal 

sanction to be a useful tool in the supervisor‟s toolkit for ensuring that senior 

management take their anti-money laundering responsibilities seriously and proactively 

work to encourage a culture in which money laundering, along with other forms of 

financial crime, is not tolerated.  

13. The existing sanctions regime offers the most appropriate and fair way of policing 

compliance with the Regulations whilst causing the least inconvenience to those that 

already adhere to best practice.  

14. Although there has been minimal use of prosecution powers under the Regulations to 

date, this should not be taken to demonstrate that criminal sanctions are not required; it 

may simply be more indicative of the effective deterrent function they perform.  
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Question 2: Should new powers be granted to supervisors allowing them to order or 

require actions by businesses to mitigate the potential negative impacts from the loss 

of criminal sanctions? 

15. The Fraud Advisory Panel has no comments to make in respect of question two of the 

consultation paper.  

Question 3: Do you agree that the current distinction between Parts 1 and 2 of 

Schedule 3, eg for reliance purposes, should now be removed? 

16. The Fraud Advisory Panel does not believe that the current distinction between Parts 1 

and 2 of Schedule 3 should be removed due to the risks involved in relying upon other 

firms Customer Due Diligence (CDD) checks and the sharing of information which may 

not be accurate or reliable.  

Question 4: Should a debt purchaser be able to rely on CDD previously performed by 

the seller in this situation? 

17. The Fraud Advisory Panel has no comments to make in respect of question four of the 

consultation paper.  

Question 5: Should there be a general de-minimis exclusion for very small businesses 

(for example those with below €15,000 VAT-exclusive turnover per annum), or a 

reduction in the requirements placed on such businesses? 

18. We are opposed to any general de-minimis exclusion for very small businesses and to 

a reduction in the requirements placed on such businesses. This would create a loop-

hole for businesses wishing to reduce their responsibilities under the Regulations and 

may make them an attractive target for money launderers and other criminals. It would 

also make it very difficult and costly to police the perimeter of the regime.  

19. We consider that a risk-based approach should be adopted by all regulated 

businesses, regardless of size. 
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Question 6: Do you agree that non-lending credit institutions should be exempt from 

the Regulations?  

20. The Fraud Advisory Panel has no comments to make in respect of question six of the 

consultation paper.  

Question 7: Do you agree UK estate agents who arrange for the sale and purchase of 

overseas property by their clients should be regulated? 

21. We agree that UK estate agents who arrange for the sale and purchase of overseas 

property by their clients should be regulated to ensure conformity with the Proceeds of 

Crime Act 2002 and the regulation of other estate agents.  

Question 8: Do you agree that “safe custody services” should be more clearly defined, 

and if so, how? 

22. We recommend that, at a minimum, self-disclosure requirements should be more 

clearly defined including to whom reports should be made.  

Question 9: Do you agree that all previous criminal conduct should be considered 

under the fit and proper test for MSB‟s? 

23. The Fraud Advisory Panel has no comments to make in respect of question nine of the 

consultation paper.  

Question 10: Do you agree a right of appeal should be introduced for decisions under 

the fit and proper test by HMRC? 

24. The Fraud Advisory Panel has no comments to make in respect of question ten of the 

consultation paper.  

Question 11: Should supervisors be given new powers to impose penalties for the 

unreasonable failure to allow a supervisor to enter their business premises? 

Question 12: Should there be penalties for the unreasonable failure to provide 

information? 
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Question 13: Should supervisors be given additional powers to enforce the payment 

of fees or charges payable under a supervisory arrangement, for example by ensuring 

all supervisors have powers to de-register a business where there is sustained non-

payment?  

Question 14: Should supervisors be given strengthened powers to de-register a 

business, where a registration has been obtained by other than bona fide means, or 

no longer serves the public interest? 

Question 15: Should supervisors have clear powers to make enquiries of persons who 

reasonably appear to be relevant persons? 

25. In response to questions 11 to 15 of the consultation paper the Fraud Advisory Panel 

believes that private sector bodies should have sufficient powers already to govern their 

supervisory populations. If this is not the case, then HM Treasury already has sufficient 

powers to remove such bodies from the list of supervisory bodies identified in Schedule 

3 to the Money Laundering Regulations, and should do so.  

26. Public sector bodies should be provided with sufficient powers under the revised 

Regulations to enable them to employ a flexible, proportionate and graduated approach 

to supervision, which is controlled and governed through adherence to the Better 

Regulation Principles and appropriate appeals procedures. Amendments according to 

these proposals should assist in this.  

27. Furthermore, we believe that penalties should be imposed on businesses which 

unreasonably fail to provide information when requested by specific agencies such as 

law enforcement and supervisors for the purposes of investigation and service 

improvement.  

Question 16: Should the ability of supervisors to exchange information with each 

other for the purposes of discharging their AML supervisory functions be 

strengthened, if necessary by the creation of new „gateways‟ to allow for the exchange 

of information? 

28. The Fraud Advisory Panel supports the creation of new gateways and other 

mechanisms to strengthen information exchange between supervisors in order assist 

supervisors to discharge their AML supervisory functions and believe it will aid 
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transparency of process.   

Question 17: Should HMRC or other supervisors have powers to limit or prescribe the 

language used by regulated businesses to describe their relationship with their AML 

supervisor (for example to make it clear that supervision applies only to money 

laundering compliance)? 

29. We believe that supervisors should have powers to limit and/or prescribe the language 

used by regulated businesses to describe their relationship with supervisors and to take 

action against non-regulated businesses which use the same or similar terminology to 

mislead the general public for the following reasons:  

 Firms which are regulated by an AML supervisor must fulfill a number of duties to 

that supervisor and also conform to the anti-money laundering regulations in their 

industry in order to be able to advertise the fact that they are regulated and 

supervised and are, therefore, a firm that people can do business with, with 

confidence.  Many of these firms feel aggrieved when others, which do not 

comply with all the requirements, are still able to capitalise on the reputation of 

supervised firms in order to increase revenue, and ultimately devalue compliance 

with the regime.  

 Furthermore, a lack of clear language regarding regulation and supervision may 

leave the most vulnerable members of society who require regulated services at 

a disadvantage since they may be convinced that they are receiving regulated 

services even when they are not.  

 


