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Law Firms Face Supervisory Crackdown Over AML Failings 

By Richard Crump 

Law360, London (July 8, 2019, 7:16 PM BST) -- British law firms face a crackdown by the Solicitors 
Regulation Authority over shortcomings in their anti-money laundering procedures as the country takes 
an increasingly hard stance against professional firms that enable the flow of dirty money through the 
financial system. 
 
The SRA referred 26 firms for disciplinary action in May after finding they were not doing enough to 
prevent money laundering — a move experts believe will have wider ramifications as professional 
bodies overseeing lawyers and accounting come under pressure to better police their members. 
 
The clampdown also comes as the U.K. government seeks to reform the country’s reputation as a haven 
for managing illicit funds, officially estimated to run into the hundreds of billions of pounds. 
 
And law firms are at an increased risk because they regularly hold large sums of money in pooled client 
accounts, advise and transfer money relating to property and financial transactions, have access to 
financial markets and can facilitate buying large assets. 
 
"I have seen circumstances where lawyers are unwitting vehicles for money laundering," said Sidley 
Austin LLP partner Sara George. "Transaction lawyers are not there to put up barriers to money moving. 
It is not necessarily their skillset unless they are trained to spot suspicious transactions." 
 
There is a clear political intent to clamp down on professional enablers in the context of money 
laundering. Ben Wallace, minister for state security and economic crime, told a Law Society conference 
in 2018 that the government will “seek out enablers to prosecute” to crack down on criminals that have 
“been hidden by the noise and the traffic.” 
 
And that focus has been making its way down to the bodies charged with overseeing the professionals 
most likely to encounter money laundering through the 2018 creation of the Office for Professional 
Body Anti-Money Laundering Supervision, or OPBAS, under the auspices of the Financial Conduct 
Authority to oversee 22 accountancy and legal professional bodies, including the SRA. 
 
The unit found in a March review that professional bodies are riven with conflicts of interest and are 
more focused on representing their members than on taking enforcement action against them for 
money-laundering failings. 
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OPBAS found that some professional bodies did not fully understand their role as an anti-money 
laundering supervisor. The head of specialist supervision at the FCA suggested that for many bodies 
supervision isn’t important and “was only an add-on” that garnered insufficient attention from senior 
management. 
 
But those findings, said Mayer Brown International LLP partner Sam Easwood, are likely to drive 
supervisors to take a tougher line going forward. 
 
“There are plenty of signs that OPBAS will be pressing for more enforcement by the supervisory bodies,” 
said Eastwood. 
 
And indeed the SRA is now carrying out rigorous checks to make sure law firms are meeting their anti-
money laundering obligations as part a review announced in March. Crispin Passmore, former executive 
director of the SRA, said last year before leaving the authority that law firms can expect no let-up in 
scrutiny from the watchdog. 
 
As part of the sweep, an initial run of 400 law firms within the SRA’s jurisdiction were told to show that 
they have developed and implemented internal protocols for curbing money laundering, as required by 
regulations that went into effect in June 2017. 
 
During the review process, which is the first of three of its kind, 59 firms that provide trust and company 
services — seen as a particular area of risk — were used as a sample and put under the spotlight. And 26 
of those now face more in-depth reviews. 
 
The SRA said it found no evidence that money laundering had taken place. But it did find examples of 
poor procedures, training and risk assessment, which are required by legislation and should be the 
backbone of a firm’s anti-money laundering approach. 
 
“Firms need to conduct a risk assessment to understand the anti-money laundering, counter-terrorism 
and wider financial crime exposure they face,” explained Suzanne Rab, a London-based barrister at Serle 
Court Chambers. “Since many of the requirements under the 2017 regulations are more prescriptive 
than previous regulations, firms will need to implement and update policies, controls and procedures." 
 
The review also found that more than a third of firms did not meet the standards expected when it 
came to their risk assessment procedures, while four had no risk assessment at all. As part of the risk 
assessment, firms must consider their level of risk arising from their customers, geographic area of 
operation, products or services, transactions and distribution channels, according to the SRA. 
 
If firms are not complying, they will go into the regulator’s enforcement processes. If there are serious 
issues or a lack of willingness to resolve issues promptly, the SRA will take disciplinary action. 
 
In the last five years, the SRA has taken more than 60 cases linked to potential improper money 
movements to the Solicitors Disciplinary Tribunal, which has resulted in more than 40 lawyers being 
struck off or suspended from practicing. 
 
“Failure to have a money laundering risk assessment in place is a significant breach of the 2017 
regulations and the SRA has said that this is potentially serious misconduct where it will take robust 
action,” Rab said. 
 



 

 

The SRA has been issuing warning notices to firms about their AML controls since 2013, and Eastwood 
said there is a frustration among lawmakers about the lack of action from supervisors and absence of 
prosecutions under the 2017 regulation. 
 
A freedom of information request revealed in March that not a single prosecution has been brought 
since new anti-money laundering regulations were brought in June 2017. 
 
“The reality is that prosecutions against anyone, including professionals, have not to date been brought 
after the new AML regulations and there was little enforcement beforehand,” Eastwood said. 
 
But firms can expect that to change as bodies such as the SRA feel the heat from lawmakers to take 
more definitive steps to combat the use of law firms to enable the flow of illicit funds. 
 
“There will be a step change. All the signs are that there will be more enforcement,” Eastwood said. 
 
--Additional reporting by Joanne Faulkner. Editing by Alyssa Miller. 
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