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1. Anti-Money Laundering Policy

We are a regulated business under the terms of The Money Laundering, Terrorist
Financing and Transfer of Funds (Information on the Payer) Regulations 2017

We comply with our obligations under The Money Laundering, Terrorist Financing and
Transfer of Funds (Information on the Payer) Regulations 2017 and any amendments
to the Regulations and all associated legislation.

We ensure that the required officers within the business have obtained HMRC approval
to hold such positions.

We have conducted and hold on file an anti-money laundering risk assessment as
required by Regulation 18(2)(b) of the Money Laundering, Terrorist Financing and
Transfer of Funds (Information on the Payer) Regulations 2017. This assessment covers
money laundering, terrorist financing and proliferation financing.

Money laundering is defined as - The process by which the proceeds of crime are
converted into assets which appear to have a legitimate origin, so that they can be
retained permanently or recycled into further criminal enterprises. We are aware
that the buying and selling of property is a target of organised crime seeking to launder
the proceeds of illicit activity. We will always seek to disrupt this activity by cooperating
with the authorities and reporting suspicious activity to the NCA.

We will take all appropriate steps to ensure the business is not exploited in any way by
persons wishing to launder money or finance terrorism.

We have appointed a Nominated Officer and a deputy as required by Regulation 21,
who is responsible for receiving disclosures under Part 3 (terrorist property) of the
Terrorism Act 2000 or Part 7 (money laundering) of the Proceeds of Crime Act 2002.
This appointment will be reviewed periodically.

We ensure that appropriate customer due diligence measures are taken for every client
we act for and every property purchaser we encounter, using a risk-based approach.

We train our employees on an annual basis through an online course to ensure they
are aware of:

o The relevant legislation and their obligations under that legislation

o The customer due diligence procedures to be adopted

o The risks involved for this business

o How to recognise money laundering and terrorist financing

Failure to comply with the policies/procedures set out in this manual, may result in
criminal action being taken; regardless of whether any criminal action is taken,
breaches will be treated as gross misconduct and result in disciplinary action being
taken.
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2. Nominated Officer & Deputy

The duly appointed Nominated Officer for this business is -

Name: Lewis Wilson

Title: Managing Director

Contact Address/Branch: Lovelle, Hampton House, Church Lane, Grimsby, DN311JR
Telephone Number: 01472 251 918

Email Address: Lewis.wilson@lovelle.co.uk

The Deputy Nominated Officer will take on the role and responsibilities of the Nominated
Officer in the absence of the Nominated Officer, regardless of the reasons for the
Nominated Officers absence. The duly appointed Deputy Nominated Officer for this
business is -

Nominated Officer's responsibility

m Ensure compliance processes are sufficient to meet legal obligations

m Review and amend processes when required, at least annually

m Handle situations where the client or a purchaser does not provide appropriate ID,
when required and consider whether a Suspicious Activity Report should be made
to the National Crime Agency

m Handle and review situations where buyers do not provide sufficient evidence of
funds or source of funds to satisfy the business and consider whether a Suspicious
Activity Report should be made to the National Crime Agency

m Deal with higher risk situations such as approving transactions where a politically
exposed person or a person residing in a high-risk country is involved

m Personally, monitor the progress of any transaction where the client or purchaser is
a politically exposed person or a person residing in a high-risk country

m Ensure the business acts appropriately where a potential customer is on the
governments “Financial Sanctions List”

s  Promptly evaluate any suspicious activity report made to them by any person within
the business to determine whether a Suspicious Activity Report (SAR) should be
made to the National Crime Agency (NCA)

m Ensure records are made and retained where a suspicion report from a member of
staff results in no SAR being made to the NCA

m  Make suspicious activity reports to the NCA

m Ensure that appropriate records are kept relating to any SAR made to the NCA




3. Staff Training

All Directors, partners, owners, management and staff that encounter clients and
customers will be regularly trained to meet our obligation under Regulation 24 of Money
Laundering, Terrorist Financing and Transfer of Funds (Information on the Payer)
Regulations 2017.

This training is provided online by a training organisation that specialises in providing
estate agents with compliance training on Money Laundering and as well as all other
compliance matters affecting agents. Our training academy is powered by Able Agent.

The course contains all the information required and outlined within our policy. A testing
process is incorporated within the course which requires employees to attain an 80% pass
mark. We require all staff to attain that pass mark.

Records of training are retained for all employees that undertake the training.

This training is reviewed and updated on an annual basis.

4. Identifying Beneficial Owners

We will take steps to identify beneficial owners of properties we are instructed to market.
The default method for verifying ownership is obtaining title documents from the Land
Registry. If thisis not possible, because the land is not registered, or it was recently
transferred and the Land Registry has not updated the records, we will take a risk based
approach and use one or more of the following:

i.  Obtain the current title document from the Land registry (default method)
ii.  The client may hold original title deeds for the property;
iii.  Asolicitor may confirm ownership, as they handled the purchase;
iv.  Asolicitor may send us the TR1 form sent to the Land Registry to confirm the
ownership change;
v. The client may be able to provide a mortgage statement confirming ownership.

5. Client & Buyer Risk Assessments

We will conduct a risk assessment on our customers prior to being appointed or at the
point we are appointed and on purchasers prior to exchange of contracts considering the
risk issues outlined in the HMRC Guidance.

The risk assessment is documented in all cases.

In line with HMRC guidance we have 3 levels of customer due diligence and we will
perform the appropriate one depending on the risk profile of the customer -

e |ow Risk - Simplified Due Diligence

e Medium Risk - Normal Due Diligence
e High Risk - Enhanced Due Diligence
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6. Customer Due Diligence

We have an account with Simply Conveyancing / Thirdfort , lamProperty who provide us
with an online service to assist with compliance. We use this service to assist with —

e The conducting customer due diligence;

e The confirmation of PEP status;

e The confirmation of whether any financial sanctions apply;
e The storage and retention of records.

We may also require the customer to provide us with original identification documents to
confirm their identity. This may mean following the CDD routes outlined later within this
section.

Where appropriate we may enter into a specific arrangement with another regulated
business who will conduct the customer due diligence measures required. The third party
must confirm to us in writing that they —
v Are prepared to do this; &
v Will conduct the appropriate customer due diligence; &
v WIll provide us with the copies of the identification data obtained within 2 days of
any request; &
v They will retain the records for 5 years from the date they agreed to this arrangement
with us.

Regulated Businesses we may enter into arrangements with —
v' Estate Agents
v' Solicitors
v Banks/Financial institutions

We continue to be diligent and monitoring customers throughout transactions. This
ongoing monitoring takes place regularly as we interact with our customers until
exchange of contracts and this interaction is recorded. Where we become aware of any
changes to a customer’s circumstances that may influence the relationship they have
with us or increase the money laundering risk profile the matter is discussed with the
Nominated Officer. Things that are considered are listed below but this list is not
exhaustive and other issues may also give rise to further action -
e The customer moves to a new house
e The customer wishes to reduce or increase the asking price of the property
significantly
e The customer accepts an offer that is significantly lower or higher than would
appear sensible
e The customer makes any comments that give rise for concern

Every individual who's ID we confirm will also be checked to establish whether they are a
PEP or whether they are on the financial sanctions list using our 3 party provider for this
service. Appropriate steps outlined in the document will be taken where an individual is
found to be either.
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In line with the risk assessed we follow one of the routes outlined below, as a minimum,
where our customer is an individual. We may do more than the minimum.

This is valid whilst the individual has mental capacity. It is generally used for a temporary
period, for example a hospital stay or extended holiday or if they specifically want someone
to act for them at any point.

This generally only comes into effect where the individual has lost mental capacity and so
there should be a medical document linked to it to confirm this.

All the following steps should be taken -

1 Obtain a copy of the power of attorney document from the client to confirm their
authority

2 Check that the document does give the individual power of attorney (See below)

3 Conduct customer due diligence steps on the client in line with the risk assessment
result

All the following steps should be taken —

1 Obtain a copy of the death certificate
2 Obtain a copy of -
a) The will appointing the executors, or
b) A court ‘letter of appointment’ for an administrator for the deceased's estate,
or
c) The ‘grant of probate’ document appointing the administrator.
3 Conduct customer due diligence steps on the executors/administrators

Conduct customer due diligence steps on each of the individual partners in line with the
risk assessment result

p—

A Government or public authority or publicly owned body in the UK

2.  Afinancial institution that is subject to anti money laundering supervision in the UK
or EU

3. Acompany whose securities are listed on a regulated market

4,  Beneficial owners of pooled accounts held by a notary or independent legal
professional, provided information on the identity of the beneficial owners is
available upon request

5. A pension scheme that does not allow assignment of interests




All the following steps should be taken initially. (Where a company instructs us more that
once during any 12 month period the company report is to be obtained and upload but a
biometric check is not required. A simple Full Electronic check can be carried out) —

1

2

Ensure the person instructing you has authority to instruct you on behalf of the
company

Using this link - https://find-and-update.company-
information.service.gov.uk/search/companies go to Companies House website. Find
the company required and establish who the persons with significant control are,
then click on MORE and download a Company Snapshot. You must have registered
with Companies House and logged in to do this

Confirm the identity of all the persons with significant control of the company

For more complex business structures see below

These can be difficult and advice my be needed from the Nominated Officer

1

2
3

Where the persons with Significant Control are noted as another company a
Companies House Snapshot Report will also be needed for that company

The identity is confirmed for all the persons with significant control of that company
Where the persons with Significant Control for the second company are noted as
another company a Companies House Snapshot Report will also be needed for that
company

In such cases you have 2 options, either confirm the identity of all the persons with
significant control of that company, or go back to the initial company and confirm the
identity of at least 2 directors of the client company

Beneficial owners of Trusts are any individual who is entitled to a specified interest in at
least 25% of the capital of the trust property, or where a trust is not set up entirely for the
benefit of persons with a specified interest, the class of persons in whose main interest the
trust is set up or operates for or any individual who has control over the trust (a trust
controller or trustee). All the following steps should be taken —

1

2

Obtain approval for establishing a business relationship fromm the NOMINATED
OFFICER

Confirm the details of trustees and settlors (sometimes known as "trustors," or
"grantors")

Confirm the details of either beneficiaries with more than 25% interest, or the classes
of beneficiary

For collective investment funds or other similar arrangements confirm the details of
the general partner and/or investment manager together with details of any person
with more than 25% interest?

Conduct customer due diligence on the individuals in line with the risk assessment
result

Search Companies House for the charity and search the Charities Commission using this
link for England and Wales Charities
https://www.gov.uk/government/organisations/charity-commission and use this link to

search for Scottish Charities https://www.oscr.org.uk/about-charities/search-the-
reqister/register-search/.




Depending on the findings the following steps should be taken —

]
2
3

Ensure the person instructing you has authority to instruct you on behalf of the charity
Obtain full details of the registered charity number

If a limited company also obtain the companies registered name, number and office
and principle place of business from the representative of the company

Conduct a Companies House check of the company to obtain company details and
the details of the directors and persons with significant control

Where any discrepancy is noted between the information provided and companies
house information no business relationship should be entered into until it is resolved.
Such discrepancies should be reported to Companies House

Conduct a Charity Commission search and establish the names of the trustees and
any other officials

Assess the risk that this organisation poses

Conduct customer due diligence steps on the persons with significant control or at
least one of the trustees following the low risk route for each individual

These situations are listed below and all the following steps should be taken —

]

Obtain approval for establishing a business relationship from the NOMINATED
OFFICER

2 obtain information on the reasons for the sale or purchase

3 For buyers in such cases establish the source of the funds and source of wealth

4 Closely monitor the transaction on a continual basis

v" Where the client is PEP, or a relative is a PEP, or an associate is a PEP

v' Transactions that are more complex or unusually larger than our normal transactions
v There is an unusual pattern of transactions

v'All residents of countries outside the UK & EU should be treated as high risk. In

particular, where transactions involve residents of the countries below -

Iran DR of Korea Myanmar

Algeria Angola Bolivia

Bulgaria Burkina Faso Cameroon

Cobte d'lvoire DR of the Congo | Haiti

Kenya Lao PDR Lebanon

Monaco Mozambique Namibia

Nepal Nigeria South Africa

South Sudan Syria Venezuela
Virgin Islands

Vietnam (UK) Yemen

Anti-Money Laundering
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Compliance Matters ~

8. Acceptable Proof of ID And Residency For Individuals

Where traditional methods of confirming identity are used we examine original
documents and take and retain copies.

The acceptable documents are -

The following documents may be used as evidence of personal identity:

00000 DO

Current signed passport

EU member state identity card

Current photo card driving licence (Full or Provisional)

Armed Forces ID card

Firearms or shotgun certificate

An identity card issued by the Electoral Office for Northern Ireland

The following documents may be used as evidence of address:

a

a
a

Most recent utility bill/statement or a certificate from a utilities supplier
confirming an arrangement to pay for services on pre-payment terms.
(Mobile phone bills are not acceptable)

Most recent original bank, building society or credit union statement, or
passbook containing current address.

Local council or housing association rent card or tenancy

Most recent original mortgage statement from a recognised lender
HMRC issued document concerning tax matters such as - Self Assessment,
Tax Demand, PAYE Coding, Tax Credit. (not P60 or P45 as this is employer
produced)

Current UK/ EU Photo Drivers Licence. (Cannot be used for both personal
and address ID)

Current UK/ EU Drivers Licence (Paper version)

State Pension or Benefits Book/Notification Letter

Copied or emailed documents are not acceptable - original documents are examined to
confirm authenticity. A Guidance Booklet that will help in identifying fake documents is

found here.

If the link does not work, the web address is
https://assets.publishing.service.gov.uk/media/6876255188da2e5804bb6a26/2025_

Guidance_on_examining_identity_documents_.pdf




Compliance Matters ~

9. Politically Exposed Person (Peps)

We will also check the PEP status of the individual through our online CDD service
provider.

The following measures will be implemented when we take instructions from a politically
exposed person, relative or associate:

1. Obtain approval from the Nominated Officer before establishing a business
relationship

2. Take adequate steps to establish the source of wealth and source of funds that are
involved in the proposed property purchase

3. The Nominated Officer will personally monitor the business relationship as it
progresses

4. The Nominated Officer will continue to apply enhanced due diligence for 12
months from the date the person ceases to hold the office.

5. For family members and close associates, the personal monitoring will cease as
soon as the politically exposed person no longer holds the office.

A politically exposed person is someone that is entrusted with prominent pubilic
functions. This can be in any country including the UK.

Typically, this includes:

e Heads of state, heads of government, ministers and deputy or assistant ministers

Members of parliament or similar bodies

Members of the governing bodies of political parties

Members of supreme and constitutional courts and other high-level judicial bodies

Members of courts of auditors or boards of central banks

e Ambassadors, and high-ranking officers in the armed forces

e Members of the administrative, management or supervisory bodies of state-owned
enterprises

e Directors, deputy directors and members of the board, or equivalent of an
international organisation

The definition includes family members such as spouse, partners, children (of the person
and their spouse or partner) and parents and known close associates who are seen as
persons who have:

¢ Joint legal ownership, with a politically exposed person, of a legal entity or
arrangement

e Any other close business relationship with a politically exposed person

e Sole beneficial ownership of a legal entity or arrangement set up for the benefit of
a politically exposed person



Compliance Matters ~

We must assess the level of risk that the politically exposed person presents and apply an
appropriate level of enhanced due diligence in all cases.
The following should be considered when assessing the risk:
1. Alower risk politically exposed person may be one who holds office in a country,
similar to the UK, with traits such as:

Low levels of corruption

Political stability and free and fair elections

Strong state institutions where accountability is normal

Credible anti-money laundering measures

A free press with a track record for probing official misconduct

An independent judiciary and a criminal justice system free from political
interference

A track record for investigating political corruption and acting against
wrongdoers

Strong traditions of audit within the public sector

Legal protections for whistle blowers

Well-developed registries for ownership of land, companies and equities

2. A politically exposed person may be a lower risk if they are:

Subject to rigorous disclosure requirements such as registers of interests or
independent oversight of expenses
A government MP with no ministerial responsibility or is an opposition MP

3. A high risk politically exposed person may be from, or connected to, a country with
traits such as:

High levels of corruption

Political instability

Weak state institutions

Weak anti-money laundering measures

Armed conflict

Non-democratic forms of government

Widespread organised criminality or illicit drug supply

A political economy dominated by monopolies with close links to the state
Lacking a free press and where legal or other measures constrain journalistic
investigation

A criminal justice system that suffers from political interference

Lacking expertise and skills related to book-keeping, accountancy and audit,
particularly in the public sector

Law and culture hostile to the interests of whistle blowers

Weaknesses in the transparency of registries of ownership for companies,
land and equities

4. A high risk politically exposed person may show characteristics such as:

Lifestyle or wealth does not match what you know of their income source
Credible allegations of financial misconduct have been made in relation to
bribery or dishonesty

There is evidence they have sought to hide the nature of their financial
situation

Has responsibility for or can influence the awarding of large procurement
contract where the process lacks transparency

Has responsibility for or can influence the allocation of government grant of
licenses such as energy, mining or permission for major construction projects



Compliance Matters ~

A family member or close associate of a politically exposed person may pose a
lower risk if they:

e Arerelated or associated with a PEP who poses a lower risk;

e Arerelated or associated with a PEP who is no longer in office

e Are under 18 years of age.

. The family and close associates of a politically exposed person may pose a higher
risk if they have:
e Wealth derived from the granting of government licences or contracts such
as energy, mining or permission for major construction projects
e \Wealth derived from preferential access to the privatisation of former state
assets
e Wealth derived from commerce in industry sectors associated with high
barriers to entry or a lack of competition, particularly where these barriers
stem from law, regulation or other government policy
e Wealth or lifestyle inconsistent with known legitimate sources of income or
wealth
e Subject to credible allegations of financial misconduct made in relation to
bribery or dishonesty
e Anappointment to a public office that appears inconsistent with personal
merit

Anti-Money Laundering
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Compliance Matters ~

10 Proliferation Financing

Proliferation financing refers to providing funds or financial services that are used to
support the development, acquisition, or use of nuclear, chemical, or biological weapons,
and their related materials, technologies, or dual-use goods, potentially violating national
laws or international obligations.

Proliferation financing involves using financial resources to fund activities related to
weapons of mass destruction (WMD).

Examples can include-

o Funding WMD programs: Raising money to finance the development or
production of nuclear, chemical, or biological weapons.

o Procuring materials and technology: Using funds to purchase materials,
technologies, or dual-use goods that can be used for WMD purposes.

o Disguising funds: Transferring funds into the international financial system

under the guise of legitimate business to conceal their true purpose.

o Complex ownership structures with nominee directors/shareholders

o Buyer or seller activity does not match the property profile.
o Buyer is vague, particularly about end use.
o Buyer provides incomplete information or is resistant to providing additional

information when sought.
o Opaque details provided about the buyer.
. Buyer has links to high-risk countries like Iran, North Korea, Syria, and Russia
o Lack of funds evidence from buyer
o Use of cryptocurrencies

Proliferation financing poses a significant threat to international security and stability by
enabling the spread of WMDs; however, profiling our typical seller, buyer and property
transaction there is a very low risk that proliferation financing would be taking place.

Staff must be vigilant when any of the above issues raise suspicion and report any
suspicions to the Nominated officer and they will consider whether this might in any way
be a suspicion of Proliferation Financing and if so, make a suspicious activity report to the
national crime agency.

Anti-Money Laundering
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Compliance Matters ~

11 Consolidated List Of Financial Sanctions
Targets Reporting

Her Majesty’'s Treasury - Office of Financial Sanction Implementation maintains a
consolidated list of financial sanctions targets and this list is continually updated and can
be inspected at —
https://www.gov.uk/government/publications/financial-sanctions-consolidated-list-of-

targets

The list includes persons and entities that are based in the UK as well as overseas.

We check the sanctions status of all customers through our online CDD service provider.
When a possible match is reported to us we then use https://dilisense.com/en to obtain a
more in-depth report that will often mean the possible match is confirmed not to be on
the sanctions list.

Where a member of staff suspects that a customer may be on the list due to an online
report being provided to them they must inform the Nominated Officer of the situation.

If we are instructed to act for any person who is on this list or a buyer is on the list, we must
suspend activity in relation to the person/activity and complete the Treasury Reporting
Form. The form should then be emailed to ofsi@hmtreasury.gov.uk and include any
associated documents, The words “SUSPECTED DESIGNATED PERSON", “FROZEN
ASSETS”", or “SUSPECTED BREACH" as applicable should be noted in the subject line.

Alternatively, completed forms can be posted to:

Office of Financial Sanction Implementation
HM Treasury

1 Horse Guards Road

London

SWI1A 2HQ

Further advice can be found here -
https://www.gov.uk/government/publications/financial-sanctions-fags

We must not:

e Proceed with instructions from the client without establishing first whether a
licence is required from the HMT's Asset Freezing Unit.
e Return any funds to the client without the approval of the Asset Freezing Unit

To contact the Asset Freezing Unit to request a licence or obtain advice regarding financial
sanctions at:

Asset Freezing Unit
1 Horse Guards Road
London

SWI1A 2HQ

Email: AFU@hmtreasury.gsi.gov.uk
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13. Source Of Funds And Source Of Wealth

We will take steps to confirm that each purchaser has the funds available to complete the
purchase, in order to —

i. keepourrisks to a minimum,;

ii. prevent money laundering;
iii.  ensure that the buyer has the financial means to complete the purchase;
iv.  providing sellers the confidence to accept offers.

How does this work?

e We may ask for proof of funds before or after an offer is made

e Ifthe funds are coming from multiple sources, proof for each source is required

e The process can take several days to weeks depending on the values and
complexity of the purchase

e Proof of funds come in many forms. A selection are listed below

Mortgage in Principle / Agreement in Principle / Decision in Principle.

Statements to verify savings, investment accounts, pension funds, dividend payments,
bonuses, etc.

Documentation related to an inheritance, if the purchaser claims funds came from that
source.

Discussions with estate agents for the buyers to confirm the position of the buyer. Is it on
the market, sale agreed, sold subject to contract, completed.

Completion statements and bank statements from the sale of the property.

Written confirmation of the gifted money from the relative.

We will take steps to confirm the source of the wealth of the buyer in higher risk
situations, such as -

i. Theindividual is a politically-exposed person
ii.  The buyers are established in a high-risk third country listed in the
previous section
iii.  The property is being sold for over £1 million
iv.  Transactions that are more complex or unusually larger than our normal
transactions



Compliance Matters ~

v. Thereis an unusual pattern of transactions

In order to assist with the above checks we will make attempts to conduct other
background checks, such as -

i. Searches through online browsers such as Google and Al apps:
ii. Searches on social media, such as facebook, linkedin:
iii. Rich List searches such as Forbes, The Times.

Where we are unable to obtain any or enough detail about the funding or wealth we will
not disclose any information to anyone about any suspicions we may have that the
purchaser may be using laundered money to make the purchase.

We will retain details of our attempts to obtain details and the responses obtained, if any.
The Nominated Officer will consider the situation and make a SAR where it is appropriate.

We will pass on to our seller appropriate details about the purchaser, their offer, their
situation and the funds being used to make the purchase in order to meet our obligations
under the Estate Agents Act and The Estate Agents (Undesirable Practices) (No. 2) Order
1991, our obligations under the TPOS Code of Practice and our general obligations to our
client.

Where any person makes an offer to purchase a property that may result in a sale we
request evidence of funds from the person making the offer. We have no control over
whether the buyer provides us with any information and we cannot refuse to pass on the
offer details to our client due to our obligations under the Estate Agents Act. However, we
make best efforts to obtain the information and where we are dealing with a buyer who's
funds are held outside the UK we will request information on the source of the funds.

We will pass on the information we obtain to our client who can then assess the buyers
position when considering acceptance of the offer.

14. What Is Money Laundering

Money Laundering is the term used for several offences involving the integration of ‘dirty
money' i.e., the proceeds of crime, or terrorism funds, into the legitimate economy.
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Here is a little background to the legislation and the offences.

This act sets out the following primary money laundering offences.

° Concealing, disguising, converting, transferring or removing from the UK,
‘criminal property' - defined as anything, which you know, is or suspect is, or
which represents, the benefit from any criminal conduct.

° Entering into, or becoming concerned in, arrangements which the offender
knows, or suspects will facilitate the acquisition, retention, use or control of
criminal property

° Acquiring, using or having possession of criminal property

Assisting with the above primary offences constitutes an act of money laundering.

The penalty for assisting can be up to 14 years imprisonment or an unlimited fine.

Tipping off is an offence that is committed when a person has knowledge of money
laundering and informs the money launderer - directly or indirectly - that they are being
investigated or that a suspicion has been raised.

The penalty for tipping off can be up to 5 years imprisonment or an unlimited fine

Where a person has knowledge or suspicion of money laundering it is an offence not to

report it to the proper authorities.

The penalty for failure to report can be up to 5 years imprisonment or an unlimited fine.

All employee of this business could potentially be affected by the legislation if they suspect
money laundering and either become involved with it in some way and/or do nothing
about it.

Certain roles in the company are usually recognised as having more responsibilities than
others in relation to this legislation. Those responsible for taking instructions from a client
to market a property, must verify the identity of the customers they are dealing with, as
must those responsible for dealing with offers from potential buyers.

15. Potential Suspicious Activity
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The examples given below are not exhaustive but are included as a guide to some of the
more common issues that may be encountered in the course of estate agency business
activities:

Transactions being used for tax evasion, for example when property prices are
manipulated just below a Stamp Duty threshold, perhaps by rigging the price of fixtures
and fittings.

Transactions, especially woodland or agricultural land purchases that are intended to
avoid Inheritance Tax.

Payment for the purchase of a property from the proceeds of criminal activity like internet
fraud, drug dealing, prostitution or human trafficking.

Tenants attempting to sell properties they have rented or persons selling properties they
do not own

Identifying a seller, buyer or transaction as high risk doesn’t automatically mean that they
are involved in money laundering or terrorist financing. Similarly, identifying a person or
transaction as low risk does not mean that they're not involved in money laundering or
terrorist financing; however, consideration should be given to the potential risks involved -

e Undertaking business in areas with a highly transient population

e Acting for international customers or customers you do not meet

e Accepting business from abroad, particularly tax havens, high risk third countries or
countries with high levels of corruption, or where terrorist organisations operate

e Acting for entities that have a complex ownership structure or a cross border
element

e Payments being made to or received from third parties or from overseas accounts

New or existing sellers and buyers:

e The person is reluctant to provide details of their identity or provides fake
documents

e Checking the person’s identity is difficult

e Sellersindicating that property ownership is confidential

e The person istrying to use intermediaries to protect their identity or hide their
involvement

¢ Non-UK resident using intermediaries where it makes no commercial sense

e No apparent reason for using your business's services - for example, another
business is better placed to handle the size of the transaction or the location of the
property

e Part or full settlement in cash or foreign currency, with weak reasons

e Use of cash in a quick sale, or cash exchanges directly between seller and buyer -
perhaps including cash deposit

e Poor explanation for the early redemption of a previous mortgage, especially where
redemption incurs a penalty cost
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e The customer or other party does not take up services that are attractive or is
willing to pay fees that seem unnecessary

e The property value doesn't fit the customer’s profile

e The buyer has not viewed the property or has only seen it on the internet

e Customers are similar - a group of purchasers with similar profiles purchases new
builds or off plan can be an indicator of organised mortgage fraud

e The ownership is not transparent and uses complex trusts, offshore arrangements
or multiple companies

e Reluctance to employ a solicitor or other professional for conveyancing.

How a transaction is carried out or requests made by a seller or buyer may indicate a
greater risk:

e The use of multiple companies or trusts which adds layers of complexity to
ownership particularly where those layers seem unnecessary, for example, trusts
owning trusts or offshore shell companies

e A property has multiple owners or is owned by nominee companies

e Where multiple properties are purchased, resold or exchanged

e Alarge cash deposit with balance from an unusual source

e Multiple payments of smaller amounts possibly through different accounts and to
avoid thresholds put in place by overseas authorities

e Sale price significantly above or below market price

e The use of property management or investments companies who may not trade to
make ownership less transparent

e An unknown third party appears at a late stage

e Use of correspondent banking services where due diligence is less robust

e Unusual speed or requests to expedite transactions unnecessarily possibly over or
under value

e A sudden or unexplained change in ownership

e The immediate resale (flipping) of property at a higher value

e Athird party, apparently unconnected with the seller or buyer, bears the costs,
settles invoices or otherwise pays the transaction costs

e The customer requests payment to a third party who has no apparent connection
with the customer

e An unusually big cash or foreign currency transaction, and the buyer will not
disclose the source of the funds

¢ Unusual involvement of third parties, cash gifts, or large payments from private
funds, particularly where the buyer appears to have a low income

e Using multiple intermediaries or professionals to hide ownership or to arrange
unusually complicated transactions

e You're asked to hold a big sum in your client account, then refund it to the same or
a different account

e Proceeds of a sale or rental sent to a high-risk jurisdiction or unknown third party

e Successive transactions, especially of the same property, with unexplained changes
in value

e Unusual source of funds, for example complex loans or unexplained charges

e The owner, landlord or builder isn't complying fully with their legal obligations,
perhaps to save money

e A previously sold property is re-marketed following renovation without an obvious
source of funding
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16. Key Risk Indicators

Key risk indicator

There is HIGH RISK in super-
prime property.

Residential property poses a
GREATER RISK than
commercial property

Individuals and/or businesses
who should be registered for
MLR supervision but are not,
either because they are
unaware of the rules, or they
will not engage with the rules.

No apparent reason for using
the specific firm, for example,
the scale of the transaction or
location of the property
suggests that another firm
would have been better placed
to act.

The structure or nature of the
entity or relationship makes it
difficult to identify the true
owner.

Part or full settlements in cash,
cleared funds or foreign
currency, with weak reasons.

Request that the agent or
auctioneer hold large sums of
money in their client account
for no apparent reason, which
may then be refunded.

Notes

What a business identifies as super prime would be reflective of
factors such as the region and the competitiveness of the
market, usually within the top 5% of the local market values.
Super-prime property is a commonly identified feature within
current investigations into corruption and money laundering
being conducted by the National Crime Agency's International
Corruption Unit. A significant amount of intelligence about
possible proceeds of corruption is generated by transactions
relating to the acquisition or sale of such super-prime property.

Client turnover is higher, the property is easier to sell on, and it
can be lived in using criminal funds. However, the commercial
sector also poses risks. Complex, opaque company structures
are less likely to raise suspicions in the commercial sector than
in the residential market. Commercial property may be
purchased by criminals as premises for cash intensive
businesses involved in money laundering or other crimes such
as human trafficking.

Some individuals and/or businesses may be conducting
activities for which the MLRs require them to be supervised but
they do not know they should do so, or they refuse to do so.
There is an increased money laundering risk for a registered
business dealing with unregistered EABs or LABs, which are
unlikely to have sufficient anti money laundering measures in
place. If a business discovers an unregistered EAB or LAB, they
should alert HMRC immediately.

This may indicate efforts to lower the risk of detection of, or
effectiveness of due diligence on, the transaction. It may also
indicate collusion between agents and the beneficial owner(s) of
the property.

Through Land Registry, an estate agency is able to identify the
owners of the land and, therefore, should be able to identify
beneficial owners.

This could indicate laundering of cash proceeds of crime, tax
evasion, or to avoid insolvency or an order to recover property.

While more common for letting agency businesses, it is usually
unnecessary for estate agency businesses to handle funds.
Where this does happen, all client monies (from any contract or
pre-contract deposits) must be paid into a separate client
account. This requirement only applies to property being sold in



Client or counterparty declines
services or facilities that they
should find attractive without a
clear justification. Reluctance
to employ a solicitor for
conveyancing.

Clients and counterparties are
unable or reluctant to provide
information about the source
of funds/wealth when this is
requested. Significant and
unexpected improvement in
financial position, for example,
buyers are unable to give any
proper explanation for their
increased funds. The client's
source of wealth may be
inconsistent with their
circumstances.

Use of intermediaries without
any justification and in order to
hide involvement. Ownership
of property through a series of
complex legal structures or
complex corporate structures
are being employed for no
apparent reason.

Request that the asking
price/letting price be
unreasonably higher than

valuation suggests. Sales/lets
at prices which are significantly
above or below market price,
or a transaction which appears
uneconomic or inefficient.

Multiple payments of smaller
amounts, possibly through
different accounts.

Full or large payment of a long
let is made in cash or cleared
funds up front and this request
is made by a client and not the
letting agency business.
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the UK. Agents can minimise the risk of money laundering by
only holding monies that directly relate to property transactions
they are handling, and not providing a banking service.

This may indicate a bogus transaction between complicit parties
in order to launder proceeds of crime and maximise financial
gain.

Although this is not a compulsory requirement for all
transactions, in higher risk situations (such as when a politically
exposed person (PEP) is involved) or as part of ongoing
monitoring of a business relationship, property professionals
may wish to seek information on the source of funds. It could be
that fraud, bribery or corruption are involved.

Agents will need to carefully consider why a client may choose
these options. A clear understanding of beneficial owners is
required in order to meet their MLR obligations.

Such transactions present a higher risk - for example a
purchaser/tenant may have organised to pay above the odds for
the property. The funds intended to be used for the transaction
are in fact the property owner's proceeds of crime: the
transaction provides an apparent legitimate source for those
funds. The agent must clearly understand the reasons for their
client requesting unusual sale/let prices in order to alleviate
suspicions.

This could be used to avoid thresholds put in place by overseas
authorities and is an indication of potential money laundering.

This is an indicator of potential money laundering. It is therefore
important that the business must understand the reasons the
client is doing this and their source of funds.



Pattern of the transaction
inexplicably changes, for

example, transaction
progresses at an unusual
speed, introduction of

unknown parties at a late stage
of transactions, and/or there
are unexplained changes in
financial arrangements.

Successive sale transactions,
especially of the same
property, in a short period of
time with unexplained
changes in value.

Property/let value is not within
the lifestyle profile of the client.

Unusual sources of funds, for
example, use of complex loans,

mortgage from an
unknown/overseas bank, or
other obscure means of
finance

Owner/landlord/builder is not
fully complying with their legal
obligations.

Transaction is being
conducted using virtual
currencies

Not meeting the client or
counterparty are during the
transaction.

The use of intermediaries who
are not subject to adequate
money laundering and
terrorist financing regulation.

Client has multiple properties
for sale and uses multiple
lawyers or financial institutions.

The counterparty is known to
the client/beneficial owner.
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Reqguests for unusually or unnecessarily expedited transactions
present a high risk of money laundering or terrorist financing
activity.

This may indicate the repeated use of a single property to
launder large sums of money through successive transactions,
and/or efforts to obscure the identity of beneficial owners
through repeated changes of ownership arrangements.

This may indicate money laundering or tax evasion/hidden
economy activity.

This could indicate that criminal funds are being used.

If other legal obligations are breached, it demonstrates that the
owner/landlord/builder is open to potential corruption and/or
bribery. This also means that there is a higher risk of money
laundering.

The risks associated with digital currencies were assessed in the
National Risk Assessment as low for both money laundering and
terrorist financing. However, the link between digital currencies
and cyber-enabled crime means that this risk is likely to
increase.

This increases the risk of not being able to fully identify the
person involved.

There is a much higher risk of money laundering or terrorist
financing when an intermediary fails to comply with the MLRs.

Where multiple intermediaries are involved for the same
client(s) activity or transaction, there is an increased money
laundering and terrorist financing risk.

A criminal may use an agency to legitimise the transaction.



Client has not viewed the
property or has only seen it on
the internet.

A third party, apparently
unconnected with the client
bears the costs, settles invoices
or otherwise pays the
transaction costs. The
customer requests payment to
a third party who has no
apparent connection with the
customer. Unusual
involvement of third parties,
cash gifts, or large payments
from private funds, particularly
where the buyer appears to
have a low income. Proceeds of
a sale or rental sent to a high-
risk jurisdiction or unknown
third party.

Individuals in public positions
and/or locations that carry a

higher exposure to the
possibility of corruption,
including PEPs.

Overseas clients, especially
from a high risk third country
identified by

the EU, FATF and HM Treasury
HMT).

Searches on a party to a
transaction or associate show,
for example, adverse media
attention, disqualification as a
director, convictions for
dishonesty or association with
bribery in relation to contract
procurement.

A group of purchasers with
similar profiles purchase new
builds or off-plan.

Multiple lets are being taken
up for no apparent reason. A
client is immediately sub-
letting the property/land and
this would be considered
unusual.
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This could be for legitimate reasons but it is important for the
agent to understand the reasons a client does not wish to view
the property.

The use of unknown third parties to facilitate transactions,
particularly with high-risk countries, increases the money
laundering and terrorist financing risk.

The buying and selling of property by PEPs also heightens
money laundering/terrorist financing risk due to their potential
exposure to fraud, bribery and corruption. Likewise, high net
worth customers from overseas pose a higher risk due to the
larger amounts they have available to invest and the ease of
fund movement through UK property.

The EU, FATF and HMT have reviewed jurisdictions across the
world and created lists of those that are identified as high risk for
money laundering and terrorist financing or subject to financial
restrictions/sanctions. Businesses who have clients from these
countries should consider them HIGH RISK.

This indicates that the client may be acting dishonestly in this
transaction. Businesses should make every effort to satisfy
themselves that this is not the case.

This could be indicative of organised mortgage fraud which may
be linked to money laundering or terrorist financing.

This is an indicator of potential money laundering. It is therefore
important that the business must understand the reasons the
client is doing this.
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17. Staff Reporting Money Laundering Concerns

Any member of staff with any concerns, no matter how small, should initially contact and
discuss their concerns with the Nominated Officer or in their absence the Deputy
Nominated Officer.

Matters that may raise concern include -

The potential for money laundering or terrorist activity

A risk that this business is being exploited

The suspicious activities of any member of staff

Any client, potential client or purchaser with identification issues, such as:

The lack of identification being provided,

The type of identification document offered,;

The content of any identification document provided;

Any suspicion that identification documents provided could be forged
or have been altered.

After discussing concerns, the member of staff MUST make a formal suspicious report to
the Nominated Officer where they believe or suspect on reasonable professional grounds
that -

o Any of the funds or property involved may be the proceeds of any crime; or
o A person may have committed or may be attempting to commit a terrorist
financing offence.

It is not necessary to know what sort of crime they may have committed, but the
presence of one or more warning signs of money laundering, which cannot be explained,
will be relevant.

This report should be sent by email to the Nominated Officer and the Deputy using the
email addresses listed in Section 2 of this document with the Subject field stating, ‘ML
Suspicion’. The Nominated Officer will then consider the report and make a formal
Suspicious Activity Report to the National Crime Agency (NCA), if it is felt appropriate.

Once a report is made all members of staff must follow any instructions the Nominated
Officer provides regarding the people and transaction/s involved.

It is a criminal offence for anyone to do or say anything that “tips off” another person that
a disclosure has been made.

18. Suspicious Activity Reporting (Sar)

This is the name given to a report sent to the National Crime Agency (NCA) under the
Proceeds of Crime Act or the Terrorism Act. The report identifies individuals who the
Nominated Officer, or an employee suspect may be involved in laundering money or
financing terrorism.
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The term suspicion is meant to be applied in its every day, normal sense. But if you are still
not sure of the meaning of suspicious, then the courts have said that 'it is a possibility that
is more than fanciful'.

The suspicion is that the funds or property involved in the transaction is the proceeds of
any crime or is linked to terrorist activity. You do not have to know what sort of crime they
may have committed, but one or more warning signs of money laundering, which cannot
be explained by the seller or buyer, will be relevant.

We are required to make a Suspicious Activity Report (SAR) as soon as possible after the
Nominated Officer knows or suspects that money laundering or terrorist financing is
happening.

At a practical level, this would mean that the facts they have about the seller and buyer
and the transaction would cause a reasonable property professional in their position to
have a suspicion.

It is a criminal offence for anyone to say or do anything that may 'tip off' another person
that a suspicion has been raised, or that a money laundering or terrorist financing
investigation may be carried out.

It is also an offence to falsify, conceal or destroy documents relevant to investigations.

No person within the business can tell or inform the client, buyer or anyone else involved
in the transaction that:
i.  The transaction is being or was delayed because a suspicion has been raised
ii.  Details of a transaction have or will be reported to the NCA
iii.  Law enforcement agencies are investigating the customer

Such an offence carries a penalty of up to 5 years imprisonment and/or a fine.

All records relating to suspicious activity reports are stored securely and separately from
other records.

e Reluctance to provide details of identity or providing documents which may be
fake

e The use of intermediaries to protect their identity or hide their involvement

e Several legal entities are involved in order to identify the beneficial owner

e Difficulty in identifying whether there are any beneficial owners

¢ No apparent reason for using your business's services - for example, another
business is better placed to handle the transaction

e Lifestyles do not appear to be consistent with their income

e Income does not appear to be from a legitimate source

e Keenness to buy or sell quickly at an unusually low or high price for no legitimate
reasons

e Part or full settlement in cash or foreign currency, with weak reasons

e Disqualified directors or convictions for dishonesty
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e The transaction is different from the normal business of the customer

e The size and frequency of the transaction is different from the customer’'s normal
pattern

e The pattern has changed since the business relationship was established

e The nature of any payments made changes, for example, a buyer's payment to an
auctioneer is made in cash rather than through a bank account

e There has been a significant or unexpected improvement in the customer’s
financial position & the customer can't give a real explanation of where money
came from or their source of wealth or funds

e A third party, apparently unconnected with the seller or buyer, bears the costs, or
otherwise pays the transaction costs

An unusually big cash or foreign currency transaction

The buyer will not disclose the source of the funds

The seller will not disclose the source of wealth where required

Unusual involvement of third parties, or large payments from private funds,
particularly where the buyer appears to have a low income

e Unusual source of funds.

A SAR can be submitted online at any time of day and an e-mailed confirmation of each
report made should be received. Any SAR made should include the basis for the
knowledge or suspicion of money laundering or terrorist financing; and all relevant
information about the customer, transaction or activity that we hold on file.

Where this SAR arises before we have started to act for a client or it arises during our
marketing period we must seek consent from the NCA to accept the instructions,
proceed with the marketing or if a sale is agreed to take any action to ‘contract chase’.

To seek consent the reasons for this should be outlined in clear terms. If urgent,
telephone the National Crimme Agency on 020 7238 8282 to request consent.

NCA will make contact by telephone to advise on the consent position and this should be
then confirmed in writing by email.

Receiving consent from the National Crime Agency, or no response, does not exempt us
from having to verify a customer’s identity, nor that of any beneficial owners. We must
continue to comply with all the requirements of the Regulations.

Contact the helpdesk on 020 7238 8282 for advice or assistance with submitting a report
or with the online reporting system.

The flowchart below outlines the timescales and processes that will need to be followed
where any report is made. A request to expedite the process can be made to the NCA
and they will generally respond to such a request within 48 hours.



SUSPICIOUS ACTIVITY
REPORTING FLOWCHART
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Officer

A member of staff has concerns about a client/transaction and they make a reporttothe Nominated

Nominated Officer deddes not to make
areportto NCA

‘ Nominated Officer makes a suspiciousreport to the NCA |

Nominated Officer must record the Suspend all activity in relation to thisclient and
reasons for the decision transactions
7 Warking NCA provides NCA refuses
consent to mnsent to
Days Pass . ;
continue continue

Continue to suspend all activity in relation to this client
and transactions

31 Days Pass

NCA provides
consent to
continue

NCA refuses
onsent to
ontinue

|
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Policies, controls and procedures
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19. Company Audit Procedure

As part of our commitment to ensuring compliance with our legal customer due diligence
obligations, we will audit files to assess compliance at least annually, but it may take place
more often where non-compliances have previously been identified.
Records created over the preceding period will be examined to ensure that the procedures
laid down in this manual have been complied with and the appropriate records are held.
This will include checking that we hold appropriate records for 5 years, including —

e Evidence of ownership;

e Seller and buyer risk assessments;

e Customer due diligence records.

All non-compliance's will require remedial action and confirmation of the action taken.

Members of staff who are continually found not to be complying with the procedures in
this manual may face disciplinary action.

In addition to our internal procedures, the franchisor may also complete audits periodically.
During these audits, a limited sample of files is checked.

20. Record Keeping

Where actual documents are provided as evidence of ID the evidence is retained on the
property file, using one of the following methods:

e Complete the ID Form which will outline what documentation was provided; or
e Take photocopies of the documentation that was provided; or

e Take close up photographs of the documentation provided (you must be able to
read all the required details)

Where photography is used to copy the ID, each photograph is emailed to a company email
address and then immediately deleted from the mobile device.

No person within the business retains any copies, photos or other personal information on
a client or buyer on any mobile device.

Where our online identification verification service was used they will retain the records on
our behalf.

The evidence of client's identity is kept for at least 5 years after the business relationship
was terminated or the property sale completed.

The evidence of a buyer’s identity is retained for 5 years where the buyer does purchase the
property.
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