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Foreword
from the
|IFA Board

This report sets out the IFA's anti-money
laundering (AML) supervision and monitoring
results for the 2025/26 reporting period. The
report aims to provide an insight into the

AML supervision and monitoring work of the
Institute. As of 5 April 2026, the IFA supervised
1,835 (2024/25: 1,792) firms and sole
practitioners for compliance with the Money
Laundering, Terrorist Financing and Transfer of
Funds (Information on the Payer) Regulations
2017 (known as the ‘Money Laundering
Regulations’ throughout this report).

We supervise firms and individuals to ensure that their policies
and procedures effectively identify and manage money laundering
risks, ultimately reducing the potential that they will be exploited
by criminals, while safeguarding the UK financial system. During
2025/26, we conducted 191 monitoring reviews (2024/25: 170).

Our approach to supervision is risk-based, proportionate,
collaborative, educational and robust. We help members and firms
to meet the required standards and we hold them to account if
those standards are not met.

Our data-driven approach allows us to continually develop our
processes and review programme to address emerging risks and
regulatory priorities in the sector.

Highlights from our supervisory work include:

- A further 12.5% increase in the number of reviews conducted
over the reporting period, which equates to a 55% increase since
2023/24.

+ A 25% increase in the number of ‘low-risk’ firms dip-sampled as
part of our focused review programme.

+ The continued success of the annual IFA AML Conference,
attended by more than 150 delegates.

- The ongoing development and training of the AML review team,
including formal qualifications gained by two team members and
on-site review training for the whole team.

- The introduction of the IFA’s AML Working Group, providing
oversight from the IFA Board of the operational elements of the
IFA's AML strategy.

+ Procedures around remedial actions in relation to AML non-
compliance reviewed and enhanced, to ensure IFA firms meet
their compliance obligations in full or are held to account.

Anti-Money Laundering Supervision and Monitoring 2025/26 | 3



Even with the changes
that are starting to

be seen in the UK’s
AML framework, the
IFA has demonstrated
a firm commitment

to continuous
improvement and
investment

Julie Williams,
Chair of the IFA Board

“The AML regime in the UK is in a transitional period following
HM Treasury’'s announcement of supervisory reform in October
2025.

The IFA Board remains committed to maintaining its current
supervisory objectives and it's encouraging to see the year-on-
year increase in the volume of AML reviews, and our members'’
and firms’ appetite for AML workshops and the AML Conference.

The introduction of the IFA AML Working Group provides
enhanced Board oversight on the IFA’'s ongoing operational
activities to ensure our strategic objectives are prioritised.

Even with the changes that are starting to be seen in the UK’s
AML framework, the IFA has demonstrated a firm commitment
to continuous improvement and investment into our AML
supervisory responsibilities. This will continue during the
transition period, and the Board is committed to working with
the FCA to ensure a smooth transition for IFA firms without
compromising the ongoing fight against economic crime.

This commitment is further demonstrated by the support and
training provided to the IFA’'s review team to develop their
knowledge and skills in AML compliance and enforcement.

| want to convey my appreciation to the teams and individuals
who have ensured that the IFA’'s AML supervision standards
remain high. The Board relies on this level of support to provide
objective and robust regulatory and supervisory practices, which
is crucial for our members and holds us in good stead for the
future transition of supervision.”
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Introduction

The UK government’s supervisory reform
announcement in October last year means
the AML regime will be in a state of flux for a
number of years and will have a huge impact
on the accountancy sector.

The IFA will be working closely with HM Treasury and the FCA
to achieve the best possible outcome for the sector during the
transition period.

As a voice for small practitioners, we would like to see that in a
future AML supervisory landscape, there is the necessary access
provided to tailored guidance and support geared towards smaller
firms with fewer resources.

It's important that the impetus created by professional body
supervisors in recent years, under the oversight of OPBAS, is
not lost in the challenges such a wholesale change in regulatory
structure will inevitably bring.

The IFA remains committed to its role as a supervisor during the
transition period and will continue to implement our strategy and
objectives until the time when our firms are transferred to FCA
supervision.

Money laundering harms society, the integrity of markets, and
the reputation of the accountancy profession by enabling criminal
activity to flourish.

The National Assessment Centre (NAC) estimates it's possible
that £100bn could be laundered through and within the UK, or
UK corporate structures, with around £12bn laundered each year
using cash.

The threat posed by economic crime in the UK is growing in both
scale and sophistication. Criminals are increasingly exploiting
digital technologies and probing for systemic weaknesses,
heightening the risks for both business and the public.

The provisions of the Economic Crime and Corporate Transparency
Act have been introduced in phases since October 2023. These
include a range of Companies House reforms, notably the
requirement for the registration of Authorised Corporate Service
Providers (ACSPs) in order to offer identity verification services.
The majority of IFA-supervised firms have registered as ACSPs.
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The accountancy sector remains at high risk of exploitation by
criminals, according to the National Risk Assessment of Money
Laundering and Terrorist Financing 2025. Services most vulnerable
to abuse include payroll, bookkeeping and tax advice. Many firms
will also offer company formation, alongside other trust and
company formation services, which can be exploited to obscure the
beneficial ownership of corporate vehicles.

Accountants can be used to provide the appearance of legitimacy
to criminal funds through the use of accountants’ certificates of
confirmation, to support the falsification of documents such as
accounts and invoices. Criminals will seek to take advantage

of poor controls, inadequate risk assessments, policies, and
procedures and may even attempt to infiltrate or corrupt the
employees of legitimate firms.

The IFA is committed to its role in the ongoing fight against financial
crime, by supervising firms to ensure robust systems, controls, and
policies are in place, and help prevent, disrupt, and deter money
laundering, protecting the integrity of the UK financial system.

The IFA is a supervisory authority for accountancy service
providers (and trust or company service providers) under
Schedule 1 to the Money Laundering Regulations. We regulate
1,835 firms (2024/25: 1,792) subject to these regulations (as of
5 April 2026). We are overseen by the Office for Professional
Body Anti-Money Laundering Supervision (OPBAS), situated at
the Financial Conduct Authority (FCA), which is responsible for
ensuring high and consistent standards of supervision of the legal
and accountancy sectors. The office also facilitates collaboration
and information and intelligence sharing between professional
bodies, statutory supervisors and law enforcement agencies.

As part of our AML supervisory duties, the IFA reports annually

to HM Treasury in order to improve the transparency and
accountability of supervision and encourage good practice.

The IFA’s reporting is incorporated into HM Treasury’s Anti-Money
Laundering and Counter-Terrorist Financing Supervision Report,
the latest version of which was published in respect of 2024/25.
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AML
supervision
by the IFA

What we do

The IFA’s supervisory and monitoring activity is designed to uphold
standards and compliance with the Money Laundering Regulations,
support IFA firms and members, and work collaboratively across
the private and public sectors to minimise risk and strengthen the
AML regime.

We conduct our regulatory and supervisory duties through the work
undertaken by our compliance, monitoring and disciplinary teams.
Our monitoring team shares information with our compliance and
disciplinary teams, as appropriate, to ensure a robust and co-
ordinated approach to education, supervision, and enforcement.

We use our understanding of threats and vulnerabilities, and
intelligence received from a broad range of sources, to inform our
risk-based approach, so that our resources are focused on the firms
that exhibit the most risk factors and where non-compliance with
the Money Laundering Regulations are likely to cause most harm.

Our supervisory approach requires our member firms to adopt
risk-based, proportionate, and effective policies, procedures, and
controls to mitigate the risks of firms being used by criminals

as vehicles for money laundering/terrorist financing. Firms are
required to comply with the requirements of the Money Laundering
Regulations and the UK sanctions regime.

We also engage and share information with other regulators,
professional bodies, government, NCA, National Economic Crime
Centre (NECC), HMRC, law enforcement and other key stakeholders
to increase our collective understanding of money laundering and
terrorist financing - and we may adjust our approach, guidance,
policies, and procedures accordingly.

We provide information to our supervised firms on emerging
money laundering and terrorist financing threats applicable to

the accountancy sector and explain circumstances in which we
perceive there to be a high risk of money laundering and terrorist
financing. We run a series of AML workshops throughout the year.
Each series comprises three separate sessions, taking an in-depth
look at drafting effective AML policies and procedures; firm risk
assessments and client due diligence; and an annual compliance
review/checklist.

In this reporting period we held the second annual AML Conference,
now a fixture in our programme of AML events, with a full day of
AML content. We also provide information and guidance freely

to all our supervised members through various communication
channels including: the IFA magazine Financial Accountant, emails;
our website; and Financial Accountant Digital. More targeted
information is shared electronically through dedicated emails to
relevant members.

AML compliance continues to be at the forefront of our regional

networking meetings through interactive sessions showing the ‘All
too familiar’ video produced by ICAEW/HMRC.
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Our approach to
AML supervision
ensures we can
effectively monitor
our firms and take
measures, when
necessary, to enforce
compliance with the
Money Laundering
Regulations 2017

To help our firms with their anti-money laundering obligations, we
provide appropriate templates designed for small firms as well

as access to discounted AML compliance software. Lastly, we also
encourage our supervised firms to report suspected breaches of the
Money Laundering Regulations to us via the whistleblowing page on
our website, which includes a dedicated phone number and email
address. We take disciplinary action against firms that do not meet
the requirements of the Money Laundering Regulations, including
those that do not co-operate with the AML monitoring process.

Those we supervise

As at 5 April 2026, we were responsible for supervising and
monitoring 1,835 firms (2024/25: 1,792) providing accountancy
services to the public. Our firms provide bookkeeping, accounts
preparation, payroll, tax compliance, tax advice, trust and
company formation services and assurance services. While our
firms vary in size, approximately 73% are sole practitioners with
the remainder mainly having two or three principals in a firm.
Some 94% of our firms only have one office, 5% have two offices,
1% have between three and six offices. None of our firms operate
offices outside of the UK.

The number of approved beneficial owners, officers or managers
(BOOMs), associated with IFA-supervised firms during this period
was 2,298 (2024/25: 2,364).

We risk-assess all supervised firms on an annual basis and, as

at 5 April 2026, we supervise 244 (13%) high-risk firms, which
includes 168 sole practitioners; 398 (22%) medium-risk firms, which
includes 295 sole practitioners; and 1,193 (65%) low-risk firms,
which includes 871 sole practitioners. Risk is calculated using an
algorithmic tool that applies scores to information provided in
annual returns and compliance history.

How we supervise

Our approach to AML supervision ensures we can effectively
monitor our firms and take measures, when necessary, to enforce
compliance with the Money Laundering Regulations 2017.

We adopt a risk-based approach to supervision, informed by the
firm risk assessments we conduct. This approach helps to ensure
that our resources are targeted to the firms that present the
highest money laundering/terrorist financing risks. Our approach
to supervision has evolved over time and includes the following
elements:

proactive supervision based on our assessment of the firms
presenting the highest risk of money laundering; and

reactive supervision driven by circumstances, events, and other
intelligence.

Our risk-based approach is centred on information and intelligence
provided by our supervised firms, members and other professional
bodies, government agencies and law enforcement.
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The focused reviews
use a similar work
programme to our
other review formats
without the need for
the formal interview
component

It takes into account the probability and impact of money laundering
taking place as a consequence of the activities of our firms and
members, and the environment in which they operate. The money
laundering risk can increase or decrease based on the firm’s
business, legal form, services it offers, client base, location,
countries of operation, regulatory, compliance, disciplinary and
reputational history, as well as evolving threats, vulnerabilities,
risks and other intelligence from professional bodies, government
agencies and law enforcement. Our assessment of risk is dynamic;
we are able to update our risk assessments to reflect any evolving
risks and intelligence received.

The frequency and format of AML monitoring reviews is based on
our assessment of a firm’s exposure to money laundering risks. We
operate a hybrid mixture of onsite and desk-based AML reviews.
Onsite reviews are conducted with firms with specific risk indicators
such as multiple offices, large client money accounts, high-risk
clients or services. Our desk-based AML reviews are conducted in
two different formats: standard and focused. The standard desk-
based review has the same scope and breadth of assessment as an
onsite visit. Focused desk-based reviews are conducted on low-risk
firms where we have not identified any high-risk factors from their
annual returns or firm-wide risk assessments. The focused reviews
use a similar work programme to our other review formats but
without the formal interview component. The review is conducted
entirely using key AML documents provided by the firm (including
examples of client due diligence), as well as information contained
in the firm’s annual return.

As part of the planning process ahead of the monitoring review,
the AML reviewer will consider the information provided by firms
and members from annual renewal returns, as well as other
information held by the IFA and publicly available information.
Firms allocated for a review will provide extensive documentation
to the reviewer to evidence their compliance with the Money
Laundering Regulations. The onsite and standard desk-based
reviews include comprehensive discussions with key contacts and
staff of the firm.

During these discussions, the AML reviewer will gain an
understanding of the individual's awareness of money laundering
risks and their responsibilities, as well as an insight into the firm’s
AML policies, procedures and controls. The AML reviewer will also
request a selection of documentation to demonstrate the firm’s
compliance with the regulations, including client files and client
due diligence documentation. The quantity and range of evidence
requested will vary dependent on the money laundering risks faced
by the firm as a result of its services and client base.
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Examples of documentation that reviewers will check include, but
are not limited to:

data provided by Companies House on IFA firms conducting
Register of Overseas Entity verification work;

criminal record check certificates for all the firm’s beneficial
owners, officers and managers (BOOMs);

written policies, controls and procedures used by the firm

to mitigate money laundering risks;

firm-wide risk assessments (which are expected to be consistent
with information provided in the firm and member returns and
other publicly available sources, such as websites);

risk-based client due diligence for new and existing clients;
internal procedures for making a Suspicious Activity Report
(SAR) to the Money Laundering Reporting Officer (MLRO);
training records that demonstrate all relevant employees,
including the MLRO, have received appropriate training relating
to money laundering;

monitoring of the firm’s compliance with the requirements

in the regulations;

firm and any client money bank statements;

copies of SARs submitted by the firm; and

full list of clients and fee notes. The client list is used by the
AML reviewer to select examples of client due diligence (CDD)
that the firm must share during the meeting to ensure that all
aspects of CDD are in place.

At the end of the AML review, the reviewer will set out the findings
in a letter, together with any action points. In an onsite or standard
desk-based review, these findings will be discussed with the firm.
We expect the firm to address these findings in a timely manner
and to continue to co-operate with the process in order to be

fully compliant with the requirements of the Money Laundering
Regulations.
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The year in
numbers

MAINTAINING PROFESSIONAL STANDARDS

, 191 2oses25: 170

Number of monitoring reviews conducted
with IFA-supervised firms

1 28 (2024/25: 117)

Number of firms identified as fully or
generally compliant with the regulations

TAKING ACTION AGAINST FIRMS

: <l 1 19 (2024/25: 98)

et Number of firms that agreed to an
action plan to improve compliance

1 0 (2024/25: 6)

Number of firms subject to disciplinary
measures for contravention of the regulations

é & £30, 1 53 (2024/25: £64,427)
= Amount in financial penalties issued to firms

that breached the regulations
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The year in
numbers

PROTECTING THE PUBLIC

2 (2024/25: 4)

Number of Accountancy AML Supervisors’
Group (AASG) money laundering threats and
red flag indicator alerts

187 (2024/25: 240) {%

Number of Suspicious Activity Reports
(SARs) submitted to the NCA by 76
(2024/25: 115) IFA-supervised firms

HELP AND SUPPORT

155

Delegates at our 2025 AML Annual
Conference

4,250

Average number of Financial
Accountant magazine recipients

7,608

Average number of Financial Accountant
digital newsletter recipients
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Results
from the
monitoring
visits

As referred to in the AML supervision by the IFA section, we adopt
a risk-based approach to supervision informed by the firm risk
assessments we conduct. This helps to ensure that the IFA is
appropriately resourced, and that resources are targeted to the
firms that present the highest money laundering/terrorist financing
risks. Nevertheless, all IFA firms are subject to AML supervision,
including those that are perceived as low risk.

During 2025/26, IFA firms were monitored according to the
following review cycle:

Level of risk Review cycle

High-risk firms At least every three years
Medium-risk firms At least every five years
Low-risk firms At least every ten years

Risk assessment outcomes
High-risk oirms 13% |
(2024/25:14%) = 4L

168 are sole practitioners

Medium-risk firms

22% (2024/25:24%) (Al 02002 BN
Low-risk firms 65%

295 are sole practitioners (2024/25: 62%)

During 2025/26, we conducted 191 AML reviews and assessed
firms’ compliance with the Money Laundering Regulations based
on the following categorisations approved by HM Treasury
summarised below.

Monitoring review outcomes

Non-compliant L NN
33% (2024/25: 31%) 69% are sole practitioners

Compliant 17%
(2024/25: 17%)

76% are sole practitioners

Generally compliant 50%
(2024/25: 52%)

73% are sole practitioners
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Categorisation Explanation

Compliant Effective systems and controls (including
training) in place to both prevent the
likelihood of the firm's involvement in
financial crime, and report suspicious
activity, with evidence that this
infrastructure is used and reviewed for
effectiveness on a regular basis.

Generally compliant ~ Systems and controls (including training)
in place to both prevent the likelihood
of the firm’s involvement in financial
crime, and report suspicious activity, but
improvements can be made and/or there
is a lack of evidence to demonstrate that
the infrastructure is embedded into the
firm or reviewed for effectiveness on a
regular basis.

Non-compliant Systems and controls (including training)
within the firm are lacking to the extent
that the firm would be vulnerable to
exploitation by criminals in pursuit of
disguising the proceeds of crime.

Some 67% (2024/25: 69%) of the firms reviewed were compliant
and generally compliant with the Money Laundering Regulations.
The remaining 33% (2024/25: 31%) non-compliant firms were
issued an action plan highlighting the areas to be addressed to
make them fully compliant. Failure to co-operate with this process
or to fully address the findings and the actions included in the
action plan would lead to referral to the IFA's Regulatory Committee
and perhaps to its Disciplinary Committee. All of the IFA’s Conduct
Committees are independent of the IFA and are constituted in
accordance with the IFA Disciplinary Regulations.
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Our most
common
findings

From our AML monitoring reviews conducted
to date, we have identified some key findings
from firms that were non-compliant with the
Money Laundering Regulations. Firms must
monitor compliance with the regulations on

an ongoing basis and we hope the findings
and clarifications below will help firms to meet
their anti-money laundering obligations.

Non-MLR compllant firms 2025/26 findings

N=©
73%

Failed to have
written client risk
assessments or
inadequate risk
assessments
(2024/25: 83%)

40%

Failed to maintain
an adequate
firm-wide risk
assessment
(2024/25: 64%)

63%

Inadequate
written policies,
controls and
procedures
(2024/25: 58%)

........................................................................................................

Lo
000
alala

67%

Unable to provide
documentation
that all relevant
employees have
received sufficient
AML training
(2024/25: 53%)

43%

Failed to undertake
an annual AML
compliance review
and/or incomplete
appropriate training
(2024/25: 40%)

5
30%

Failed to make
clients aware of
the necessary
data protection
disclosures
(2024/25: 40%)

Firm-wide risk assessments (regulation 18)

We found that 40% of non-compliant firms (down from 64% in
2024/25) failed to have an up-to-date written firm-wide risk
assessment, or the existing firm risk assessment failed to meet the
required standard. Examples of inadequate firm risk assessments
included template documents obtained from third parties that had
not been tailored to the particular circumstances of the firm, such
as the services provided by the firm and its client base.
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Firms must have
adequate written
policies, controls

and procedures to
effectively manage

and mitigate the
money laundering and
terrorist financing risks
identified by the firm

The regulations require a risk assessment of the firm to be
conducted and documented, which identifies money laundering
and terrorist financing risks that the firm may face and how
they would mitigate against those risks. The format of the risk
assessment must be proportionate to the size and nature of the
firm, but it must consider the types of products and services
provided, its client base and countries or geographic areas where
the firm operates. The firm-wide risk assessment must also
consider information made available by the IFA, including the
Accountancy AML Supervisors' Group (AASG) Risk Outlook,
which is available on the IFA website and provided as guidance
during a review.

Adequate written policies, controls and
procedures (regulation 19)

We found that 63% of non-compliant firms (up from 58% in
2024/25) did not have adequate written policies, controls and
procedures in place. Firms often had either no written policies
and procedures, or had copied documents from other sources
which had not been tailored or implemented by the firm. In some
instances firms had not reviewed their policies, controls and
procedures on a regular basis.

Firms must have adequate written policies, controls and
procedures to effectively manage and mitigate the money
laundering and terrorist financing risks identified by the firm,
as well as meet data protection requirements set out in the
regulations. These policies, controls and procedures must be
proportionate to the size and nature of the business, approved
by senior management, implemented, regularly reviewed, and
communicated internally within the firm.

Review of policies, controls and procedures
(regulation 21)

We found that non-compliant firms had sometimes not designated
an officer or employee in senior management to be responsible
for reviewing or ongoing monitoring of compliance with the
regulations. Usually, this is the responsibility of the Money
Laundering Reporting Officer (MLRO), or the Money Laundering
Compliance Principal (MLCP) for larger firms.

The MLRO/MLCP is required to attend appropriate AML training,
and complete an annual AML compliance review of the firm’s
policies and procedures to ensure they are appropriate to the
firm and its client base. They must also ensure the firm has
appropriate resources and that relevant employees (including
principals) have received adequate training. Of non-compliant
firms, 43% (up from 40% in 2024/25) had not undertaken an
annual AML compliance review and/or had not completed
appropriate training.
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Firms must perform
client due diligence
for new clients and
existing clients on an
ongoing basis. The
measures undertaken
must reflect the client
risk assessment,
which must also be
documented and
periodically reviewed

Training (regulation 24)

We found that 67% of non-compliant firms (up from 53% in
2024/25) could not provide documentation to support that
sufficient AML training had been provided to all relevant employees
(which included sole practitioners and the MLRO/MLCP).

Training of relevant employees must ensure that they are aware of
their money laundering obligations, the firm’s policies, procedures
and controls and how to apply them. This must include awareness
of how to make a SAR to the MLRO. Firms are required to maintain
a training log.

Client risk assessments and client due
diligence (regulations 27 and 28)

We found that 73% of non-compliant firms (down from 83% in
the 2024/25 reporting period) failed to have written client risk
assessments, or had inadequate client risk assessments that
failed to reflect the services being provided to the client.

Firms must perform client due diligence for new clients and
existing clients on an ongoing basis. Client due diligence involves
verifying the identity of the client and beneficial owners if the client
is a legal entity. The client due diligence measures undertaken must
reflect the client risk assessment, which must also be documented
and periodically reviewed. Through its client due diligence
measures, the firm must understand not only who the client is but
also what they do, where they are based, and who is the ultimate
controlling party. If a client is identified as higher risk, then the firm
must undertake and document enhanced due diligence.

Client risk assessments need to assess the risk posed by the
client, the services provided, the geographical region where

the client is based and the delivery channels through which the
engagement is conducted. This should not simply be a tick-box
exercise; the methodology needs to include an overall risk rating
and some mechanism where controls or mitigation can be applied.

Data protection disclosures to clients
(regulation 41)

Before establishing a business relationship with a client, firms
must provide a statement that any personal data obtained for
the purpose of meeting the firm's obligations under the MLRs
will only be used for that purpose. This statement is usually
found in the irm’s engagement letter or terms of business but
could alternatively be disseminated through a website or other
communication channel. In the current reporting period 40%
(also 40% in 2024/25) of non-compliant firms failed to provide
such a disclosure to clients or the disclosure fell short of the
requirements in the regulation.
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Case study: the review

Firm M was contacted in October 2025 and asked
for their availability for a full-scope desktop
review within the following six weeks. The firm
agreed a date at the end of November for the
meeting, which took place over a video call.

With the date fixed, the firm was sent a formal
information request asking for copies of key AML
documentation including:

AML policies & procedures;
firm-wide risk assessment;
an up-to-date client list;

evidence of training conducted by the principal
and staff;

the firm’s engagement letter and terms of
business;

internal SAR reporting forms; and

copies of any SARs submitted over the last
two years.

The firm provided these documents ten

days ahead of the review to allow the AML
reviewer to assess their quality and identify
any shortcomings or areas for improvement to
discuss with the firm during the meeting.

The review took place on the agreed date.

The meeting began with an overview of the
practice provided by the firm. The AML reviewer
prompted the firm for details to gain further
insight into the firm’s operations, the experience
of the principals and staff, their services, and the
types of clients those services are provided to.

The reviewer then asked the firm to explain their
approach to AML compliance in key areas, such
as client onboarding, risk management, record
keeping, and internal controls.

In the second half of the meeting, the reviewer
went through the regulations in turn, discussing
any areas that needed improvement, based

on the documents provided pre-review and
subsequent discussions with the firm.

During this period, the reviewer selected a
sample of clients from the client list provided,
and asked to see the client due diligence. The
firm shared examples using the screen-sharing
function in the video call.

There were a number of areas that needed to be
addressed:

e the policy document was basic and lacked
detail about the specifics of how the firm met
certain regulatory requirements;

the firm-wide risk assessment was generic
and while it covered the required areas, it
failed to identify any risks; and

the firm had been verifying the identity of
clients and obtaining proof of address, but did
not have a formal process for risk-assessing
clients.

The meeting lasted nearly two hours due to the
reviewer having discussions with the firm on
how to make improvements to their processes.
An outcome letter was sent to the firm a few
days after the review.

The firm was deemed ‘non-compliant’ due

to their lack of client risk assessments. The
outcome letter included a findings schedule
which set out the actions that the firm needed to
take to become compliant. The firm was given
ten working days to respond to the letter, stating
their intended course of action against the
findings schedule, which they complied with.

The action plan gave the firm a set time frame
to review its client base and complete client risk
assessments on each active client. In this case,
the firm had just under 50 clients, so they were
given a time frame of six weeks as per the AML
Review Timing Matrix. The firm was directed

to contact their reviewer to confirm they had
completed all client risk assessments on or
before the deadline. The firm met their deadline
and contacted the reviewer, at which time a
follow-up meeting was arranged for the next day.

During the follow-up meeting, the reviewer
selected a further sample of clients and
requested the firm to evidence their completed
client risk assessments by sharing their screen.
Once the reviewer was satisfied that the firm had
completed risk assessments for each client, they
were able to complete the meeting and finalise
the review.

The review was closed with a conclusion
letter, which stated that the firm must continue
to comply with MLRs and the firm could be
allocated for another review in the future.
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Impact

of our
supervisory
work

Of the 191 reviews undertaken during
2025/26, 33% (up from 31% in 2024/25) were
required to provide evidence to the IFA that
they had remedied all non-compliant issues
identified in the review outcome report, to
demonstrate compliance with the regulations.

At the end of an AML review, the reviewer informs the firm of their
findings and documents required actions in an outcome letter.

The firm is required to review the findings and address the issues
by completing an action plan in a timely manner. Failure to co-
operate with this process may lead to disciplinary action.

The AML reviewer will evaluate the firm’'s completed action plan.
Once the action plan has been agreed between the AML reviewer
and the firm, progress will be monitored against the plan over
an agreed period and evidence of actions taken to address the
findings will be requested by the AML reviewer. The AML review
will only be closed once all findings have been adequately
addressed as documented in the action plan. Failure to address
the findings will lead to disciplinary action by the IFA.

The findings of the IFA's Conduct Committees are

published on the IFA website and in Financial Accountant
magazine. Therefore, the IFA’s supervisory activities have

an impact not only on the firms monitored, but on the IFA’s
supervisory population as a whole, due to the robust enforcement
action that is seen to be taken when the required standards are
not met.

Once the review has been closed, the firm's risk assessment
is updated on the IFA’s online portal. The firm's risk rating can
be factored up or down depending on measures the firm has
implemented as part of an action plan or due to information
received during the review. The firm could be allocated for a
follow-up review to ensure that remedial action is properly
embedded in their policies and procedures.
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Enforcement
actions

Disciplinary case study

meeting at the earliest opportunity.

Mr H’s firm was selected for an AML compliance to attend the initial meeting. The second review
review as part of the IFA's standard review cycle. meeting went ahead as planned. The firm was

The reviewer phoned Mr H and agreed a date

for the review meeting within four weeks of The IFA Regulatory Case Manager determined
first contact. The reviewer sent through an that there was a case to answer and the matter
information request with documentation he would should go forward to a hearing before the

need to see ahead of the review, which would be committee.

conducted over a video call with the firm.

On the date agreed for the review meeting, Mr that the member was liable to disciplinary action
H failed to attend the meeting. The matter was in that he failed to attend the AML review and
immediately referred to the regulatory committee  to provide documentation in accordance with

as a breach of IFA Bye-law 11.2, which requires MLRs. They also found that the member had
members to co-operate fully with the IFA's failed to adhere to the fundamental principle of
monitoring processes. The IFA Head of AML & professional behaviour in the IESBA code of ethics.
Compliance contacted the firm requesting an

explanation and availability for another review Order: Severe reprimand, a fine of £8,000 and

As a regulator and supervisor, we will take
the necessary measures to secure firms’
compliance with the Money Laundering
Regulations, and to maintain high professional
and ethical standards among IFA members.

Our disciplinary process is robust, fair, consistent, proportionate,
dissuasive and transparent. It is underpinned by our Bye-laws,
Disciplinary Regulations and Sanctions Guidance, which provide

a framework for our Conduct Committees to make independent
decisions relating to findings of fact, regulatory orders and
appropriate sanctions. The IFA's Conduct Committees are the
Regulatory Committee, Investigations Committee, Disciplinary
Committee and Appeal Committee. Between them, they have
available a broad range of sanctions and orders to help deter non-
compliance, remove any benefits of non-compliance and, above all,
protect the public.

Records of enforcement actions are publicised on our website

and included in Financial Accountant magazine. During the year
2025/26, the following enforcement actions were taken relating to
non-compliance with the Money Laundering Regulations:

2025/26 2024/25

Membership removed 1 6

Total fines issued £30,153 £64,427

Mr H agreed to another meeting the following
week but provided no explanation for his failure

deemed non-compliant.

The case was found proven. The committee found

costs of £1,220.
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|nf0 rmation We provide a wide range of support and

resources to our supervised population to help

& guidance them meet their obligations and gain a better
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such as our Accountancy
AML Supervisors’

Group (AASG) alerts, N8
which highlight various money laundering threats and red flag
indicators. There were two AASG AML alerts issued to IFA-
supervised firms during this reporting period.

We regularly collaborated through the AASG and Anti-Money
Laundering Supervisors Forum (AMLSF) on matters of policy

and guidance, including contributing to the development of the
professional enablers strategy as part of the Economic Crime Plan
2.0. The IFA Director of Professional Standards chairs the alerts
sub-group of the accountancy information sharing expert working
group which summarises and distributes intelligence received
from the National Crime Agency on emerging threats.

We continue to review our firms’ exposure to sanctions risk by
monitoring their declared engagement with overseas jurisdictions.
During reviews we discuss exposure to sanctions risk, including
criteria where firms should conduct PEP checks, consider supply
chain risk associated with higher-risk overseas jurisdictions and
check the UK sanctions list maintained by the Office of Financial
Sanctions Implementation.

Our bi-monthly member magazine,
regular e-newsletter and Fi_'na'ncial
MyCommunity site (an online Accountant
member engagement platform) Y
include updates on legal and
regulatory changes, alongside other
sectorial developments to keep our
members up to date. Our regular
free regional networking events, .
quarterly updates and setting up READY FOR
in practice workshops provide TAKE-OFF
practical help. Frequently discussed
topics include client due diligence,
firm-wide risk assessments and
suspicious activity reports.
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We continue to run the AML Matters series of three workshops

at multiple times throughout the year. These are well attended
It is encouraging to by new and returning delegates (more than 40 attending each

workshop on average) and feature positive interaction between
note the number of members and the AML review team. The workshops focus on
firms successfully rectifying common areas of non-compliance that we find in

. reviews such as inadequate policies and procedures, firm-wide

utilising the templates

risk assessment and client due diligence.
that feature in AML

It is encouraging to note the number of firms successfully
Matters WOFkShOpS utilising the templates that feature in AML Matters workshops
during reviews during reviews.

As a practice we have made the decision to completely
revamp our anti-money laundering processes and procedures
to incorporate an improved new updated system following
recommendations arising from the IFA’'s webinar series and to
utilise the latest software available.”

| love the detail provided in your sessions, and hope to purchase
the previous two videos. Watching ‘All too familiar’ for the
second time, | saw more than the first viewing. It is a very good
learning tool.”

We encourage firms to raise concerns and report breaches of the
regulations by IFA-supervised firms via the whistleblowing page
on the IFA website, which includes a dedicated email and phone
number. This may be done anonymously if preferred.
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Looking
ahead

While timelines for the transition period
have not been formally established, the IFA
understands that the change in supervisory
oversight will manifest in numerous tranches
beginning late 2028 to 2030.

However long the transition period, the IFA will continue to

work closely with the FCA, building on the exploratory discovery
workshops that have taken place to date. Our aim is to achieve the
best possible outcome for the UK AML regime and IFA firms.

While the IFA remains an AML supervisor, we will focus on
improving compliance within our firms, and addressing common
findings in our review programme, such as the challenge of
implementing an effective risk-based approach in small firms.
We take the view that understanding the risks in the sector is key
to successfully implementing robust AML procedures, and this
message will be reinforced through a thematic review of firm-
wide risk assessments uploaded to IFA annual returns and our
workshops and conferences.

We look forward to working with the FCA to ensure that the voice
of small practitioners is at the forefront of any forthcoming AML
supervision strategy.

Resources

The number of reviews completed by the review team has
increased during the reporting period as a result of our investment
in IT infrastructure and staff restructuring. The redeploying of

the compliance team to undertake AML reviews in the ‘focused’
review format adds dip-sampling to our regulatory tool kit, testing
assumptions in our firm risk assessments. This is an important
element of our supervisory strategy, due to the prevalence of

our supervised firms that are deemed low risk because of the
information they have provided in their annual firm returns.

The IFA continues to develop its Annual Returns and Risk
Management Portal to monitor our firms in the ever-changing risk
landscape. We will be increasing the number of onsite AML reviews
to pre-pandemic levels. We shall continue to work closely with

law enforcement agencies, the government and other professional
bodies to share information in the fight against money laundering.
Our engagement with OPBAS will include working with our
oversight body to implement the requirements in its sourcebook,
meet their supervisory standards and share information as
necessary to expedite the supervisory reform programme.
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All the AML content
on the IFA website
has been reviewed
to ensure our
guidance is up to
date and readily
understandable

Website

The AML guidance on our website has been re-organised into a
dedicated AML hub to improve the accessibility of key information.
Sector guidance from HM Treasury and AASG has been updated
following amendments and flagged to firms. AML alerts have been
summarised and made available to MLROs behind our members
area to highlight emerging risks.

The IFA Head of AML & Compliance and Director of Professional
Standards took part in a short video to explain the IFA's approach
to supervision in five key questions. This is available on the IFA
website and promoted at regional networking meetings and

in webinars, with the aim of demystifying the AML regime for
small firms and to challenge them to review their policies and
procedures.

All the AML content on the IFA website has been reviewed to
ensure our guidance is up to date and readily understandable by
all our firms whatever their size or structure.

The IFA is investing in further IT systems such as a new
database and a new website. The new website will be developed
in line with the implementation of the new membership database,
which is due to go live in 2027. The IFA has developed an online
member engagement platform, MyCommunity, which includes an
AML section accessible by the compliance team to provide real
time advice.

Economic crime

From spring 2025, the phased introduction of the Companies
House reforms as part of the implementation of the Economic
Crime & Corporate Transparency Act 2023 continued to be
rolled out.

ID verification for all directors on Companies House became
mandatory in November 2025. IFA firms have registered to provide
ACSP services in significant numbers, and the reporting period has
seen a considerable amount of data sharing between the IFA and
Companies House to confirm supervision.

The professional enablers strategy was concluded in the latter part
of 2025, and a number of actions are being taken forward under
the oversight of OPBAS with the involvement of professional body
Supervisors.

We strive to maintain strong partnerships with public bodies such
as HMRC, the Home Office, HM Treasury, Companies House, the
National Economic Crime Centre (NECC) and the National Crime
Agency (NCA) to share best practice and lessons learned, with the
common aim to combat economic crime.
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The IFA’s risk-

based approach to
supervision is central
to mitigating money
laundering risks and
the greater disruption
of economic crime

We remain committed to working with law enforcement, and other
professional body supervisors, to utilise the extended Regulation
52 Gateway to share information. We encourage law enforcement to
share information with us and other professional body supervisors.

Risk-based approach

The IFA’s risk-based approach to supervision is central to
mitigating money laundering risks and the greater disruption of
economic crime. It enables us to focus our efforts and resources
where the risks are highest, creating a robust regime at a
proportionate cost.

Our approach is dynamic, and our systems can be updated to
reflect identified changes in the risk landscape, for example when
the AASG Risk Outlook was updated following the publication of the
latest National Risk Assessment.

The IFA Director of Professional Standards chairs the AASG alerts
sub-group, which reviews AML alerts issued by the NCA/NECC to
summarise alerts appropriate to the sector. Fifty-one alerts have
been issued to date (two in the last reporting period). These alerts
are discussed as part of AML reviews and are available in the
member-only area of the IFA website.

Our collaboration with the NCA, NECC, Companies House, legal and
accountancy professional bodies and other partners will continue
to enhance our combined understanding of threats, vulnerabilities
and money laundering risks in areas such as trust or company
service providers and professional enablers. This will further
inform our risk-based supervisory approach.

Trust or company services

The National Risk Assessment 2025 highlighted trust or company
service providers (TCSPs) as being at a higher risk of being
exploited by criminals to facilitate money laundering.

Some 67% (2024/25: 67%) of our firms provide, or intend to
provide, trust or company formation services to their clients.

Our firm return collects data on the volume and proportion

of overall fees that TCSP work constitutes in our supervisory
population. We can therefore see that TCSP work is
overwhelmingly ancillary to the accountancy work that IFA firms
provide. All firms that provide TCSP work are scored in our risk
assessments. The IFA does not supervise any firms where TCSP
is the primary business activity; in such circumstances they would
be required to register separately with HMRC. Our TCSP register
is uploaded regularly to a secure HMRC platform. The register is
derived directly from our firm return data to ensure all our firms
that provide such services are placed on the TCSP register as
required by the MLRs.
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The IFA is an active
participant in a
number of forums
where best practice
is shared in the
fight against money
laundering and
terrorist financing

The IFA’s risk-based approach to supervision is central to
mitigating money laundering risks and the greater disruption of
economic crime. We now gather information on firms that have
registered with Companies House to undertake Registration of
Overseas Entities (ROE) work and Authorised Corporate Service
Provision (ACSP). This is cross-referenced against information
provided by Companies House to ensure that risks are applied
appropriately, and AML supervision is confirmed.

Information and intelligence sharing

We share information and intelligence with other professional
body supervisors, HMRC and Companies House, ensuring effective
policing of the perimeter. Where we believe there are gaps or
overlaps in the supervision of our members and firms, we will
liaise with the relevant supervisory authorities to ensure that
members remain supervised, as required by legislation.

The IFA is a member of the Shared Intelligence Service (SIS), which
is housed within the FCA. Membership enables us to participate

in intelligence sharing between professional body supervisors

and law enforcement. As a member of SIS, the IFA must respond

in a timely manner to intelligence sharing enquiries from other

SIS members and proactively input its own intelligence on the

SIS platform. All disciplinary decisions are uploaded to SIS. Any
regulatory case that involves AML is uploaded to SIS prior to a
disciplinary outcome.

We continue to engage with OPBAS, law enforcement and other
professional bodies to utilise the enhanced Regulation 52 gateways
to improve the flow of information sharing.

The IFA is an active participant in a number of forums where

best practice is shared in the fight against money laundering

and terrorist financing. The Anti-Money Laundering Supervisors
Forum (AMLSF) aims to develop the consistent application of

best practice across all AML/counter-terrorism financing (CTF)
supervisory bodies. It liaises with the NCA, HM Treasury, the Home
Office, HMRC, Companies House and other government agencies
involved in the prevention and reduction of economic crime. The
AASG (currently vice-chaired by the IFA) is a sub-committee of the
AMLSF consisting of accountancy professional body supervisors
listed under Schedule 1 to the Money Laundering Regulations.

It is a forum in which professional bodies work collaboratively

to develop accountancy sector supervisory policy that promotes
consistency in standards and best practice.

The AASG works together with the Joint Money Laundering
Intelligence Taskforce (JMLIT) to share information and intelligence
on money laundering threats and red flag indicators to our
supervised populations in the accountancy sector.

Anti-Money Laundering Supervision and Monitoring 2025/26 | 26



Suspicious Activity Reports (SARs)

We collect data through our annual firm returns on how many
SARs have been submitted by them over the last twelve months.
When firms are selected for an AML review, we ask them to share
any SARs with us so that we can provide feedback on the quality

of the information. If a firm has not submitted any SARs over

the last two years, we discuss circumstances where it would be
appropriate to report and stress the importance of good quality and
timely reports.

During this period, 76 (2024/25: 115) firms reported they had
submitted a combined total of 187 SARs (2024/25: 244). Eight SARs
were made available to AML reviewers to assess as part of an

AML review. We provide feedback to firms on whether their SARs
include all the necessary information required by the NCA. During
the reporting period, all the SARs reviewed were of good quality.

We have conducted some analysis on the number of SARs
submitted by our firms, and found that the level of submissions is
comparable with other professional bodies of similar size to the
IFA. Our firms predominantly engage with small local businesses,
with whom they often have long-standing relationships. We
promote the importance of timely SAR reporting during our
reviews and emphasise maintaining professional scepticism with
client relationships.

During the reporting period, we invited the UKFIU to be a keynote
speaker at our AML Conference. Their session focused on SAR best
practice and the importance of including all relevant information
when submitting. It was attended by more than 150 delegates.
SAR reporting also features in our AML workshops run throughout
the year.

Anti-Money Laundering Supervision and Monitoring 2025/26 | 27



Feedback
from our
members

Firms may be understandably concerned when
selected for an AML review. Although the need
for an objective and robust review is clear, the
process from start to finish is designed to ease
concerns and to maximise engagement with the
process. The positive impact of this approach is
evident from the following comments received
from firms reviewed during 2025/26.

We were selected for a desktop AML compliance
assessment and were contacted by the reviewer who,
from the start, was very helpful and informative. | made
a point of calling them before the review and they were
happy to clarify a number of points.

The monitoring meeting was both informative and
thorough and our reviewer was very helpful, friendly and
reassuring throughout the process; making suggestions
for minor improvements to our documents. We were
delighted to receive a compliant outcome.”

Thank you for confirming the completion of the AML
review process. It was a pleasure speaking with you, and
| appreciate your professionalism and support throughout
the review.”

It was great to meet with you for the AML compliance
review. Your time and the insights shared during our

AML review today is much appreciated. | found the verbal
feedback on all the areas very helpful. | also appreciate the
professional manner in which the session was handled.

| am already reviewing the firm’s internal processes based
on our discussion and look forward to receiving your formal
report to help me further strengthen the firm’s compliance
framework.”
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Reflections

We were disappointed with the outcome of the supervisory reform
consultation, as we believe the IFA continues to be an effective
regulator due to our understanding of our supervised population
and the risks they are exposed to; and the knowledge, commitment
and dedication of our team.

Despite the outcome, we remain committed to our role as a
supervisor during the transition.

The introduction of the IFA’s AML Working Group has enabled us
to showcase our operational activities to the IFA Board, providing
greater scrutiny of our regulatory processes.

In the reporting period we have enhanced our enforcement
procedures with the introduction of fixed penalty notices and direct
referrals to the Disciplinary Committee by the Regulatory Case
Manager.

These new powers have expedited regulatory cases, allowing
instances of non-compliance to be dealt with more efficiently.

We have continued to develop our review programme, with an
emphasis on how we verify compliance with client due diligence
requirements, increasing the rigour of our monitoring process.

The number of reviews conducted by the IFA team continues to
increase. The IFA has invested in further development of staff
through formal qualifications and increased emphasis on onsite
review procedures, which will be reflected in the next reporting
period.

Despite the forthcoming changes in the supervisory regime, we
are gratified to see continued demand from our firms for our AML
workshops and conferences and the support and guidance we
provide.

Engagement with OPBAS following our last assessment has been
positive and we welcome their recommendations and support,
which has helped us to enhance our processes.
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