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the following is an extract from our AML Policy 

 

7. Money laundering/terrorist financing warning signs 

7.1 You do not have to behave like a police officer, but you do have to remain alert to the 

warning signs of money laundering and terrorist financing and make the sort of 

enquiries that a reasonable person (with the same qualifications, knowledge and 

experience as you) would make.  Ongoing vigilance is the key. 

7.2 Typical signs of money laundering and terrorist financing can be broken down into 

four categories:  

(a) the client,  

(b) the parties,  

(c) the instructions; and  

(d) the money, 

and then further by area of law. 

The client—red flags 

7.3 The following are examples of client red flags: 

(a) obstructive or secretive clients, 

(b) clients who are using an intermediary, or do not appear to be directing the 

transaction, or appear to be disguising the real client, 

(c) clients who avoid personal contact without good reason, 

(d) clients who are reluctant to provide information or documentation, or the 

documentation provided is suspicious, 

(e) corporate clients that you are unable to find online or which use free email 

domains such as Gmail or Hotmail, 

(f) clients who ask repeated questions on the law and procedures relating to our 

identifying and reporting procedures under the AML and CTF regime, 

(g) clients based a long way from us with no apparent reason for instructing us, 

(h) clients who have changed their legal advisor a number of times or who have 

been refused a service by another lawyer, 

(i) clients who have provided false or stolen identification documentation or 

information on establishing a relationship, 



(j) clients based in high-risk third countries—which means a country that has 

been identified by the European Commission (EC) as high-risk. 

(k) corporate clients with unusual or excessively complex structures, 

(l) a long-term client starts making requests that are out of character, 

(m) a client repeatedly asking for services outside your or your firm’s area of 

expertise, 

(n) a client requesting arrangements that do not make commercial sense, 

(o) the client has criminal associations, 

(p) the client has an unusual level of knowledge about money laundering 

processes, 

(q) the client does not appear to have a business association with the other parties 

involved but appears to be connected to them. 

The parties—red flags 

7.4 The following are examples of red flags for other parties to the matter: 

(a) the parties are based in high-risk third countries—see section 7.3(j) above, 

(b) the parties appear to be connected without any apparent business reason, 

(c) (c) the nature of the ties between the parties causes doubts as to the real 

nature of the transaction, 

(d) there are multiple appearances of the same parties in transactions over a short 

period of time, 

(e) the age of the parties is unusual, particularly where a party is under the legal 

age, 

(f) there appear to be attempts to disguise the parties, 

(g) the person directing the matter is not a formal party to the transaction. 

The instructions—red flags 

7.5 The following are examples of instructions which should cause further enquiry: 

(a) cases or instructions that change unexpectedly or for no logical reason, 

especially where: 

(i) the client has deposited funds with us, or 

(ii) the source or destination of funds changes at the last moment, 



(iii) the client unexpectedly asks us to send money received into our client 

account back to its source, to the client or to a third party, 

(b) instructions outside our usual range of expertise, ie why is the client using us? 

(c) retainers involving high-risk third countries—see section 7.3(j) above, 

(d) loss-making transactions where the loss is avoidable, 

(e) complex or unusually large transactions, 

(f) transactions with no apparent logical, economic or legal purpose, 

(g) instructions for which the client wants to pay us higher fees than the norm, 

(h) instructions that are unusual in any way, 

(i) abandoned instructions where the client has no concern for the level of our 

fees, 

(j) retainers exclusively relating to keeping documents or other goods or holding 

deposits, 

(k) disputes which are settled too easily, 

(l) dealing with money or property either of which you suspect is being 

transferred to avoid the attention of a trustee in a bankruptcy, HMRC, or a law 

enforcement agency, 

(m) settlements paid in cash, or paid directly between parties, eg where cash is 

passed directly between sellers and buyers without adequate explanation, 

(n) instructions which are inconsistent with our understanding of the client. 

The money—red flags 

7.6 These are warning signs relating to funds which should generate further enquiries on 

our part: 

(a) the client asks you to return funds or send funds to a third party, 

(b) money transfers where there is a variation between the account holder and 

signatory, 

(c) payments to or from third parties where there is no logical connection to the 

client, 

(d) large amounts of cash or private funding being used, especially where you are 

aware that your client has a low income, 

(e) large payment on account of fees with instructions terminated shortly after, 

followed by the client requesting the funds are returned, 



(f) movement of funds between accounts, institutions or jurisdictions without 

reason or to or from a high-risk third country, 

(g) multiple bank accounts used with no logical explanation, 

(h) funding coming from a company, business or government for a private matter, 

(i) requests to change payment procedures that are already agreed, 

(j) the source of funds is unusual in any way. 

7.7 Remember: payments made through the mainstream banking system are not 

guaranteed to be clean. 

7.8 Other red flags in the areas we work in include: 

Litigation—red flags 

(a) disputes that settle too easily (consider whether the matter involves sham 

litigation), 

(b) direct payments between the parties, 

(c) a third party is providing funding without logical reason. 

Private client matters—red flags 

(d) estate assets have been earned or are located in foreign jurisdictions, 

(e) the deceased was or their business interests were based in a high-risk 

jurisdiction—see section 7.3(j) above, 

(f) the deceased was accused or convicted of a criminal offence, evaded tax or 

improperly claimed welfare benefits, 

(g) you discover or suspect that beneficiaries are not intending to pay the correct 

amount of tax or are avoiding some other financial charge, 

(h) trusts with unusual structures, 

(i) trusts based in high-risk jurisdictions, especially those with strict bank secrecy 

laws, 

(j) charities for whom you receive funds in unusual circumstances which may 

include receiving a large amount of cash, 

(k) a donee has completed an improper financial transaction. 

Property matters—red flags 

(l) back-to-back property transactions, 

(m) properties owned by nominee companies or multiple owners, 



(n) sudden or unexplained changes in ownership, 

(o) signs of mortgage fraud, 

(p) mortgages repeatedly repaid significantly prior to an agreed date, 

(q) a third party is providing funding without logical reason, 

(r) large payments from private funding where the amount does not fit with your 

knowledge of the client’s financial resources, 

(s) direct payments between buyer and seller, 

(t) an unusual sale price, 

(u) the property is located in a high-risk third country. 

Company and commercial matters—red flags 

(v) creation of complex ownership structures, 

(w) company formations in foreign jurisdictions for no apparent reason, 

(x) unusual requests to use our client account. 

7.9 Criminals are always developing new techniques so these lists can never be exhaustive. 

7.10 The sort of enquiries you should be making are: 

(a) how is the deal being financed: where is the money coming from? 

(b) how does the client expect to benefit from the deal/matter? 

(c) where are the proceeds of the deal/matter going to—if not to the client, why 

not? 

(d) who are the people behind any company? 

(e) who are the parties involved? 

(f) does the size of the transaction match your knowledge of the client’s finances 

and typical transaction size? 


