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MEMORANDUM 

UK Anti-Money Laundering (AML) Regime 

Background 

In the aftermath of the Brexit referendum, PAIAM decided to offer its collective expertise as a resource to the British 

government.  It is in the interest of our members and their clients that after Brexit, the British art market continues to thrive.   

We want to continue to attract talent and to ensure that the British art community remains as creative and entrepreneurial 

as ever.  There is also an opportunity to improve the competitiveness of the British art market on the world stage.  This will 

happen only if the government makes informed legislative decisions and continues to offer appropriate incentives.  We believe 

that PAIAM can add value to this process.    

We recognise that the diversity of PAIAM’s membership means that it is not appropriate for PAIAM to make specific 

recommendations, or to seek to influence the government’s agenda in the interest of a specific interest group within the art 

community.  Our objective is to offer impartial advice, and to help government make informed decisions.  

We have identified several legislative issues affecting the British art community which may benefit from reform, with a view to 

enhancing creativity, commerce and international trade once the UK has left the European Union.  PAIAM members have 

volunteered to prepare a memorandum on each of those issues.  Drawing on our members’ expertise, the memoranda are 

intended to provide technical information.  Any opinion expressed in the memoranda is the opinion of the author of the 

memorandum, rather than PAIAM’s opinion or that of its membership.   

The memoranda are not intended to replace legal advice and the reader should not rely upon any technical and legal 

information they contain.   

The memoranda are dated August 2017.  They will be reviewed from time to time and updated if appropriate.  It is 

understood that the situation may evolve in the meantime and that the memoranda may not always reflect the latest position. 

1. Executive summary  

The UK is traditionally ahead of the EU curve on anti-money laundering legislation and the UK 

government is likely to keep leading the way on AML following the country’s departure from the 

European Union.  The current UK anti-money laundering regime should continue to apply to the British 

art market as it does today.   

Money-laundering creates serious reputational, legal and financial risks for the art trade. The number of 

reports by art businesses to NCA has been particularly low. Increasing awareness of the Proceeds of 

Crime Act through compliance training is essential in order to improve reporting rates and minimise the 

risk that the British art trade is hit by a public money laundering investigation that would undermine its 

reputation, and potentially result in more stringent anti-money laundering regulations.  
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2. Legal Framework  

EU anti-money laundering legislation and its UK implementation  

(a) Third Money Laundering Directive  

The Third Money Laundering Directive (3MLD) came into force on 15 December 2005. 

Member States were required to implement the Directive by 15 December 2007.  

3MLD was implemented through various elements of UK law, predominantly the Money 

Laundering Regulations 2007 and the Proceeds of Crime Act 2002 (POCA).  

3MLD was also reflected in the Terrorism Act 2000.  

(b) Fourth Money Laundering Directive 

Member States were required to transpose the 4MLD into national law by 26 June 2017. The 

4MLD introduced a number of new requirements for relevant businesses and changes to some of 

the obligations under 3MLD.1   

4MLD is designed to strengthen the EU's defences against money laundering and terrorist 

financing, while also ensuring that the EU framework is aligned with the Financial Action Task 

Force's (FATF) international anti-money laundering and counter-terrorist financing standards.  

The UK Money Laundering Regulations 2017 (Regulations 2017) which implement the 4MLD 

came into force on 26 June 2017, repealing the Money Laundering Regulations 2007.  

It should be noted that a package of amendments to 4MLD has been proposed,2 referred to as 

the Fifth Money Laundering Directive (5MLD). 5MLD amends 4MLD as part of the EU 

Commission's action plan to strengthen the fight against terrorist financing. The Proposal 

specifically states that “gaps still exist in the oversight of the many financial means used by terrorists, from cash 

and trade in cultural artefacts to virtual currencies and anonymous pre-paid cards.” 3 

(c) UK Action Plan for anti-money laundering and counter-terrorist finance 

In April 2016, the UK government published an Action Plan for anti-money laundering and 

counter-terrorist finance, setting out the steps to address weaknesses identified in the October 

2015 National Risk Assessment of Money Laundering and Terrorist Financing.4  The Action Plan 

focuses on three priorities: a more robust law enforcement response; reforming the supervisory 

regime; and increasing the UK’s international reach. All three are underpinned by a commitment 

to building a new and powerful partnership with the private sector. The Action Plan is described 

by the UK government as representing the most significant change to the anti-money laundering 

and terrorist finance regime in over a decade.  

3. PAIAM 

In March 2017, PAIAM (Professional Advisors to the International Art Market) sent a questionnaire to 

its UK members (including lawyers, accountants, tax advisors, logistics professionals, insurance brokers) 

                                                      
1 http://ec.europa.eu/justice/criminal/document/files/aml-factsheet_en.pdf  
2 http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2016/0208(COD)&l=en  
3 http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52016PC0450&rid=2  
4 https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/517992/6-2118-Action_Plan_for_Anti-

Money_Laundering__web_.pdf  

http://ec.europa.eu/justice/criminal/document/files/aml-factsheet_en.pdf
http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2016/0208(COD)&l=en
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52016PC0450&rid=2
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/517992/6-2118-Action_Plan_for_Anti-Money_Laundering__web_.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/517992/6-2118-Action_Plan_for_Anti-Money_Laundering__web_.pdf
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on some of the issues raised in this memorandum. The questionnaire was sent to 182 UK PAIAM 

members. 82 of these members responded to the questionnaire. Where appropriate, a reference to the 

answers to the questionnaire by participating UK PAIAM members is made in the footnotes.  

4. Application of anti-money laundering regulations to the British art market  

UK Money Laundering Regulations 2017 (regulated sector) 

Most art businesses remain unregulated under Regulations 2017 as was the case under Regulations 2007. 

There are a few exceptions such as High Value Dealers (HVDs) and companies offering credit against art 

or art-related investment products. Regulations 2017 widened the definition of HVDs by lowering the 

threshold for cash transactions subject to anti-money laundering procedures from EUR 15,000 to EUR 

10,000.  

Regulations 2017 define a HVD as “a firm or sole trader who by way of business trades in goods (including an 

auctioneer dealing in goods), when the trader makes or receives, in respect of any transaction, a payment or payments in cash 

of at least 10,000 euros in total, whether the transaction is executed in a single operation or in several operations which 

appear to be linked.”5 Therefore, antique and fine art dealers, auctioneers and brokers, jewellers and car 

dealers qualify as HVDs if they accept cash payments over EUR 10,000.  

Regulations 2017 impose significant obligations on HVDs including:  

• To register with the HM Revenue & Customs for supervision;  

• To identify and verify clients’ identity;  

• To train their employees to identify suspicious transactions; 

• To keep records of clients’ identification. 6 

The Proceeds of Crime Act 2002 

All art businesses, including those that do not fall within the scope of Regulations 2017, must comply 

with POCA. POCA establishes a series of criminal offences in relation to money-laundering: 

 

• Concealing, disguising, converting, transferring or removing criminal property from the UK; 

 

• Entering into or becoming involved in an arrangement which facilitates the acquisition, retention, 

use or control of criminal property by or on behalf of another person; 

 

• The acquisition, use and/or possession of criminal property; 

 

• The act of failing to report, or disclose knowledge or suspicion of money laundering to the 

relevant authorities; 

 

• Tipping off any person in a way which is likely to prejudice a money laundering investigation. 

                                                      
5 https://www.gov.uk/government/consultations/money-laundering-regulations-2017  
6 75% of participating PAIAM UK members answered that the existing AML laws which impose significant obligations on high 

value dealers are adequate.  

https://www.gov.uk/government/consultations/money-laundering-regulations-2017
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The main defence against committing a primary money laundering offence under POCA is to seek prior 

consent from the National Crime Agency (NCA).  If a business, or any of its employees knows or 

suspects that a proposed course of conduct could involve the commission of a primary offence under 

POCA, it should seek appropriate consent by making what is known as “an authorised disclosure” to the 

NCA.  

A person convicted of a primary offence under POCA is liable to imprisonment for a maximum term of 

14 years and/or a fine.  

High-end money laundering such as investments in high-value goods has been recognised as a high 

priority by the UK government.7 The Criminal Finance Act (CFA), which is expected to come into force 

by September 2017, will give law enforcement agencies further powers to confiscate valuable items and 

other assets acquired using the proceeds of crime. There will be a new Code of Practice specifically 

dedicated to the seizure of personal property including precious metals, precious stones, watches and 

artistic works.8  

The Terrorism Act 2000 

The Terrorism Act 2000 sets out a series of offences relating to the funding of terrorism:  

• Fund-raising for the purpose of terrorism; 

• Using or possessing money for the purpose of terrorism; 

• Involvement in funding arrangements; 

• Money laundering (facilitating the retention or control of money which is destined for, 

or is the proceeds of terrorism). 

Dealers in cultural property from countries occupied by terrorists are at greatest risk of committing an 

offence under the Terrorism Act 2000, the most relevant one being the retention or control or facilitation 

of the retention or control of terrorist property.9 

Reporting to the National Crime Agency 

Businesses subject to the Regulations 2017 have an obligation to nominate an officer to handle anti-

money laundering compliance and receive internal reports for suspicious activity (Nominated Officer). 

The Nominated Officer decides whether or not to make a suspicious activity report (SAR) to the NCA.  

Businesses outside the scope of the Regulations 2017 are not obliged to appoint a Nominated Officer but 

are encouraged to do so by industry guidelines.10  

Making a suspicious activity report to NCA is important for all art businesses whenever an employee 

knowns or suspects that that the business is being used for money laundering.  This is to protect both the 

employee and the directors of the business from criminal prosecution. According to a report issued by 

                                                      
7http://www.nationalcrimeagency.gov.uk/publications/731-national-strategic-assessment-of-serious-and-organised-
crime-2016/file See also http://www.nationalcrimeagency.gov.uk/news/735-the-glassby-arch-the-restoration-of-a-
unique-piece-of-local-history  
8 https://www.gov.uk/government/consultations/proceeds-of-crime-act-2002-and-anti-terrorism-crime-and-
security-act-2001-codes-of-practice  
9 http://tbamf.org.uk/wp-content/uploads/2014/08/BAMF-Anti-Money-Laundering-Guidelines-2016.pdf  
10 http://tbamf.org.uk/wp-content/uploads/2014/08/BAMF-Anti-Money-Laundering-Guidelines-2016.pdf  

http://www.nationalcrimeagency.gov.uk/publications/731-national-strategic-assessment-of-serious-and-organised-crime-2016/file
http://www.nationalcrimeagency.gov.uk/publications/731-national-strategic-assessment-of-serious-and-organised-crime-2016/file
http://www.nationalcrimeagency.gov.uk/news/735-the-glassby-arch-the-restoration-of-a-unique-piece-of-local-history
http://www.nationalcrimeagency.gov.uk/news/735-the-glassby-arch-the-restoration-of-a-unique-piece-of-local-history
https://www.gov.uk/government/consultations/proceeds-of-crime-act-2002-and-anti-terrorism-crime-and-security-act-2001-codes-of-practice
https://www.gov.uk/government/consultations/proceeds-of-crime-act-2002-and-anti-terrorism-crime-and-security-act-2001-codes-of-practice
http://tbamf.org.uk/wp-content/uploads/2014/08/BAMF-Anti-Money-Laundering-Guidelines-2016.pdf
http://tbamf.org.uk/wp-content/uploads/2014/08/BAMF-Anti-Money-Laundering-Guidelines-2016.pdf
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Transparency International UK in November 201511, in the UK, auction houses and art dealers filed only 

15 SARs out of a total of 354,186 SARs in the year to September 2014 (0.004 per cent of the total).12  

This is the lowest number of all sectors reviewed by Transparency International UK.     

5. Impact of Brexit on UK AML policy and legislation  

The UK is ahead of the European curve on AML legislation and has often 'gold plated' EU legislation. 

The UK’s anti-money laundering legislation is considered to be one of the most draconian regimes in the 

EU. The UK has already taken steps to achieve a higher standard than that imposed by 4MLD by creating 

a public register of beneficial ownership and encouraging other countries to follow its lead. The ‘Persons 

with Significant Control’ (PSC) Register is a new statutory register in which most UK companies and 

LLPs are required to register the identities of their ultimate beneficial owners.13 

4MLD stems from the latest recommendations of the Financial Action Task Force (FATF), an inter-

governmental body that develops and promotes policies to combat money laundering and terrorist 

financing. The UK, most EU Member States and the EU Commission are members of the FATF. As a 

member of FATF, it seems unlikely that the UK would seek to relax its anti-money laundering controls 

post-Brexit. The 4MLD Impact Assessment clearly states that the UK government’s preferred option is 

to ensure compliance with 4MLD. 

6. Conclusion  

The risk of money-laundering creates serious reputational, legal and financial risks for the art trade. The 

opacity of the art market makes it a natural target for criminals. While stringent anti-money laundering 

regulations create red tape, they provide important certainty for art businesses. The art market is moving 

towards more transparency and regulatory supervision is likely to increase in the coming years. The UK 

has one of the toughest anti-money laundering legislation in the world and it is unlikely that the UK 

standards will decline following its departure from the EU.   

Increasing awareness of anti-money laundering obligations through compliance training is essential in 

order to protect staff and directors of art businesses from criminal prosecution, maintain the reputation 

of the British art market and minimize the risk of a money laundering investigation which may result in 

art businesses becoming liable to comply with the Money Laundering Regulations – a heavy compliance 

burden indeed. 

Pierre Valentin and Yulia Tosheva  

Constantine Cannon LLP 

August 2017 

                                                      
11 http://www.transparency.org.uk/publications/dont-look-wont-find-weaknesses-in-the-supervision-of-the-uks-anti-money-
laundering-rules/  
12 https://www.ft.com/content/a91a1608-d887-11e4-8a23-00144feab7de?segid=0100320#axzz3WnWs5czy  
13  https://www.gov.uk/government/publications/guidance-to-the-people-with-significant-control-requirements-for-companies-and-
limited-liability-partnerships  

http://www.transparency.org.uk/publications/dont-look-wont-find-weaknesses-in-the-supervision-of-the-uks-anti-money-laundering-rules/
http://www.transparency.org.uk/publications/dont-look-wont-find-weaknesses-in-the-supervision-of-the-uks-anti-money-laundering-rules/
https://www.ft.com/content/a91a1608-d887-11e4-8a23-00144feab7de?segid=0100320#axzz3WnWs5czy
https://www.gov.uk/government/publications/guidance-to-the-people-with-significant-control-requirements-for-companies-and-limited-liability-partnerships
https://www.gov.uk/government/publications/guidance-to-the-people-with-significant-control-requirements-for-companies-and-limited-liability-partnerships

