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1. Introduction  

  

1.1. The Association of Accounting Technicians (AAT) is pleased to have the opportunity to 

respond to the consultation paper on the draft Money Laundering Regulations 2017.   

  

1.2. AAT is an existing supervisor under the Money Laundering Regulations 2007 (MLR).   

  

1.3. AAT is submitting this response on behalf of our membership and for the wider public benefit 

of achieving sound and effective administration of the law.   

  

1.4. AAT has added comment in order to add value or highlight aspects that need to be 

considered further.   

  

1.5. AAT has focussed on the operational elements of the proposals and has provided opinion 

on the practicalities of implementing the measures outlined.   

  

  

2. Executive summary  

  

2.1. AAT notes that the government has taken on board a number of suggestions provided 

during the consultation on transposition and welcomes the clarification detailed within the 

draft regulations on ambiguous matters identified within the Fourth Money Laundering 

Directive (4MLD). AAT particularly welcomes the developments relating to extending 

supervisors powers, increased clarity regarding CDD and tipping-off interaction, clarification 

in relation to criminal convictions in ‘relevant areas’ and data protection.  

  

2.2. AAT has listed a number of instances where the draft regulations have gone beyond the 

requirements of 4MLD and believes that in certain instances this is too prescriptive and 

unnecessarily onerous. This includes provisions relating to criminality testing, prescription 

relating to body corporate information, the TCSP register, and supervision.  

  

2.3. In general however, AAT is disappointed that more time has not been allowed for 

consultation on such a significant development to the UK’s Money Laundering (ML) and 

Terrorist Financing (TF) regime. AAT would like to point out that the guidance issued by the 

government on consultation principles states that they should ‘last for a proportionate 

amount of time’. It goes on to identify that ‘consulting too quickly will not give enough time for 

consideration and will reduce the quality of responses’. The initial consultation on 

transposing 4MLD lasted for eight weeks, whereas a significantly shorter amount of time has 

been afforded for this consultation, which is arguably a more substantial task. Furthermore, 

AAT is surprised that so few questions have been asked in respect of the draft regulations 

and has therefore made further comments and observations on the regulations in section 4 

of this document.  

  

  

    

3. AAT response to the consultation paper   

  

In response to the Consultation question:  

  

The government is interested in views on its approach to one-off company formation, 

including under which circumstances it might be appropriate, as part of the risk-based 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/492132/20160111_Consultation_principles_final.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/492132/20160111_Consultation_principles_final.pdf
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approach, for a trust or company service provider to apply simplified due diligence where 

it concerns the formation of a single company.  

  

3.1. AAT fully supports the fact that one-off company formation should be included within the 

scope of the AML/CTF regime, and similarly takes the view that excluding it creates a 

significant vulnerability, given the prevalence of companies used to disguise ownership.   

  

3.2. In terms of due diligence, AAT supports the principle of a risk based approach for all 

services, rather than any prescription as to what might be considered for simplified, 

standard, or enhanced due diligence. This ensures a more flexible approach, which means 

that resources can be targeted more effectively in line with the nature of risk.  

  

3.3. AAT would like to point out that Companies House currently does not verify information 

provided from those setting up entities as individuals. Whilst this is beneficial in terms of 

reducing the burden on UK businesses, this is clearly a vulnerability which needs to be 

addressed, as this could be potentially exploited by criminals.  

  

  

In response to the Consultation question:  

  

The government welcomes views on its approach to allow SDD only when firms providing 

pooled client accounts are low risk.  

  

3.4. AAT has previously responded on this matter, stating that pooled client accounts potentially 

afford criminals the scope to operate below the radar with their funds being masked in the 

context of other clients’ funds, resulting in a challenge to banks to potentially identify criminal 

proceeds and that the same could apply to terrorist financing.  

  

3.5. AAT supports the proposal, and general principle, that SDD should only apply where firms 

providing pooled client accounts are low risk. It should be noted that the use of pooled client 

accounts is already a highly regulated area amongst members of professional bodies, with 

extensive supporting guidance. However, AAT has identified that such an approach is only 

limited to legal professionals under regulation 36(4). AAT believes this should be extended 

to accountants as generally operation of such accounts by accountants is limited and the 

activity is less risky than that of lawyers as it relates to tax related transactions.  

  

  

In response to the Consultation question:  

  

The government would welcome views on whether the reference to “at the latest within 

two working days” should be included and if not, how long third parties should be given 

to provide this information.  

  

3.6. AAT recognises that in order to mitigate ML/CF risk information should be provided without 

delay. However, prescribing a two-working day timescale may not always be a possible 

deadline to be met for the party providing the information.  AAT is aware that such reliance is 

rarely used due to the provision that ‘notwithstanding the relevant person’s reliance on the 

other person, the relevant person remains liable for any failure to apply such measures’. 

Currently, reliance provisions – including the timeframe to provide information is decided 

between the parties and AAT is of the view that this should remain unchanged.  

  

  

    

In response to the Consultation question:  

  

The government would welcome views from the sector on the requirement for the policies, 

controls and procedures to be documented.  
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3.7. AAT supports the requirement for ‘relevant persons’ to document policies, controls and 

procedures and it is currently encouraged as best practice by AAT to its members. Not only 

is this beneficial for ‘relevant persons’ to ensure they are meeting compliance requirements, 

but also to users and employees to minimise operational ambiguity.   

  

3.8. The ability to inspect these documents strengthens supervisory activity as it makes 

monitoring easier. AAT would reiterate that these documents should not be publicly available 

as doing so would have the potential to effectively create a ‘road map to avoidance’ for 

criminals.  

  

  

4. Other comments:  

  

4.1. AAT still finds that for the purpose of reliance, the definitions in relation to ‘organisations’ to 

be unclear and as such would like to see further clarification on this.  

  

4.2. AAT previously responded that broad guidance from government on its position in respect of 

domestic PEPs would be welcomed by the regulated sector and domestic PEPs alike. AAT 

acknowledges that there is an ongoing consultation in relation to guidance on PEPs 

published by the FCA. AAT previously responded that extending EDD to family members 

should be done on a risk evaluated basis. AAT notes that regulation 35(12)(c) details the 

definition of “family member” as being a ‘spouse or partner’, but it is AAT’s opinion that the 

term partner is too wide and this should be restricted.  

  

4.3. AAT is of the opinion that all trust and company formation service providers (TCSP) should 

not be required to register on HMRC’s TCSP register. It is not appropriate for those who 

provide these services on an incidental basis and are supervised by another supervisory 

authority to be included on the register, as this is contrary to the intention behind the register 

and goes beyond the requirements of the 4MLD.  

  

4.4. AAT previously responded that the introduction of an express power for all supervisors to be 

able to refuse to register, or to cancel an existing registration would be very much 

welcomed. AAT therefore supports the position in relation to ‘reasonable grounds’.  

  

4.5. AAT appreciates that there is a separate consultation in regards to the register of trusts and 

the amendments to 4MLD will affect the details to be listed in the register of beneficial 

ownership, however, regulation 44(4) and (6), as proposed, goes beyond the current 

requirements under 4MLD and is perceived to be unnecessarily onerous.  

  

4.6. Draft regulation 17(4) states that “each supervisory authority must develop and record in 

writing risk profiles for each relevant person in its own sector”, AAT believes that this is too 

prescriptive, as risk profiles are developed based on firms, rather than individuals. 

Furthermore, the requirement to have this in writing is unnecessary and unclear. Both of 

these issues go beyond the standards set by 4MLD.  

  

4.7. AAT supports the increased clarity regarding CDD and tipping-off interaction. However, in 

respects to ‘tipping-off’ the wording has changed from the current legislation; ‘relevant 

professional adviser’ to ‘legal adviser’. AAT believes that either legal adviser requires a 

definition or that the previous wording should remain.  

  

4.8. AAT supports the clarification in relation to criminal convictions in ‘relevant areas’.  

  

4.9. AAT notes that the fit and proper test detailed in regulation 57 applies to the whole 

accountancy sector, rather than applicable on a risk based approach, i.e. for those providing 

higher risk trust and company formation services, as detailed in 4MLD.   

  

4.10. In relation to criminality checks, AAT previously responded that the onus should be placed 

on “senior management” to ensure that all staff working for the entity (regardless of their 
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seniority) are fit and proper, to affirm the fit and proper status of their staff to their supervisor, 

and acknowledge their accountability to that regard as a more proportionate way of 

achieving the outcome sought. Furthermore, AAT is of the opinion that 4MLD and the draft 

regulations do not require this to be verified via Disclosure and Barring Service (DBS) 

checks and believes that doing this via self-declaration fulfils the requirements sufficiently.  

AAT understands that Ireland has not included such checks in transposing the Directive. 

There is still ambiguity around the definitions of ‘managers, agents and officers’ and as such 

further clarification on this would be beneficial.  

  

4.11. Regulation 21(c) requires supervisory authorities to “establish an independent audit 

function”. The term ‘audit’ has a specific statutory meaning in the UK and it is therefore 

inappropriate to use this terminology. The term “independent audit function” should therefore 

be re-worded to reflect the meaning as intended by 4MLD.  

  

4.12. Under draft regulation 26(7) a supervisory authority “must approve an application under 

paragraph (5) unless the applicant has been convicted of a relevant offence”. AAT is 

concerned with the use of ‘must’ as this implies that refusal for registration could not be 

based on any other grounds apart from a relevant offence.  

  

4.13. AAT believes the requirement to obtain the matters detailed in regulation 28(3) for corporate 

customer due diligence as unnecessarily prescriptive. Furthermore, verification will not 

always be possible due to the nature of these documents.  

  

4.14. AAT is of the opinion that undertaking ongoing due diligence should be conducted on a risk 

based basis and does not believe that these should be only limited to the scenarios detailed 

in regulation 28(11).  

  

4.15. AAT welcomes the further clarity provided in respects of data protection.  

  

  

5. About AAT  

  

5.1. AAT is a professional accountancy body with approximately 50,000 full and fellow members 

and over 90,000 student and affiliate members worldwide. Of the full and fellow members, 

there are over 4,250 licensed accountants who provide accountancy and taxation services to 

individuals, not-for-profit organisations and the full range of business types.  

  

5.2. AAT is a registered charity whose objectives are to advance public education and promote 

the study of the practice, theory and techniques of accountancy and the prevention of crime 

and promotion of the sound administration of the law.  

  

  

6. Further information  

  

If you have any questions or would like to discuss any of the points in more detail then please 

contact Adam Williamson, Head of Professional Standards, at:  

  

E-mail: AATStandards@aat.org.uk     

Telephone: 020 7397 3088   

  

Association of Accounting Technicians  

140 Aldersgate Street  

London  

EC1A 4HY   

 

   


