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Outcomes

As a result of this Small Group Session students will be able to:

· Identify when a transaction will require authorisation from the Financial Conduct Authority (FCA) and understand the consequences of failing to obtain FCA authorisation.
· Understand and advise on the compliance requirements of the Solicitor Regulation Authority (SRA) Financial Services (Scope) Rules.
· Explain the compliance requirements of the SRA Financial Services (Conduct of Business) Rules.
· Apply financial services legislation to practical problems.
· Recognise money laundering situations.
· Raise awareness of the sanctions for non-compliance with money laundering legislation.
· Take effective and appropriate action to comply with money laundering legislation.
· Understand the money laundering survival skills needed to work in a solicitor’s practice.
Materials and preparation required

YOU MUST HAVE SIGHT OF YOUR BUSINESS AND COMPANY LEGISLATION TEXTBOOK CONTAINING THE FINANCIAL AND MARKETS ACT (FSMA) 2000 TO THE SESSION

For this small group session, you must:
1. Read the Chapter 15 on Money Laundering and Chapter 17 on Financial Services in the online copy of the Legal Foundations textbook.  You will receive a hard copy of the textbook when you start the course.
2. Read the attached Financial Services PowerPoint slides.
3. Read Sections 1, 19, 22, 23, 26, 326 and 327 and Schedule 2, Parts 1 and 2 of the FSMA 2000 which can be found at: 
Financial Services and Markets Act 2000 (legislation.gov.uk)
4. Read Articles 22, 29, 33, 66 and 70 of the Financial Services and Markets Act 2000 (Regulated Activities) Order 2001 which can be found at: 
http://www.legislation.gov.uk/uksi/2001/544/contents/made
5. Read the Solicitors Financial Services (Scope) Rules which can be found at: https://www.sra.org.uk/solicitors/standards-regulations/financial-services-scope-rules/ and in pdf form within your foundation pre-reading materials.
6. Read the Solicitors Financial Services (Conduct of Business) Rules which can be found at: https://www.sra.org.uk/solicitors/standards-regulations/financial-services-conduct-business-rules/ and in pdf form with your foundation pre-reading materials.
7. Prepare answers to all of the questions in advance of the Small Group Session and be prepared to present your answers to the rest of the Group.
Task 1
You will be looking at the Financial Services regulatory framework generally and its application to solicitor’s practice.

Question 1

Prepare in advance of the session answers to the following nine questions. 

(a)
What is the general prohibition under s19 FSMA 2000?  

(b)
What are the criminal and civil consequences under s23 and 26 FSMA 2000 if you breach the S.19 general prohibition?

(c)
S22 FSMA 2000 refers to “investments of a specified kind”. Give some examples from Schedule 2 Part 2 of that Act.
(d) 
How is “regulated activity” defined generally under s22 FSMA 2000? Give some examples from Schedule 2 Part 1 of that Act.

(e)
The FSMA 2000 (Regulated Activities) Order 2001 (RAO) provides some exclusions to the general prohibition. Consider Articles 22, 29, 33, 66, 67 and 70. Summarise in your own words what each Article exclusion covers and how it applies to solicitor’s practice.
 (f)   
Solicitor practices have special exemption from the general prohibition under Part XX FSMA 2000. Be prepared to explain the provisions of s326 and s327 FSMA 2000. Note how s327 is mirrored in Rule 2 of the SRA Financial Services (Scope) Rules.
(g)
Rule 3 of the Scope Rules sets out activities which solicitors are specifically prohibited from carrying out. Consider those activities – why do you suppose that those prohibitions exist?
(h)      Rule 4-6 of the Scope Rules impose restrictions on solicitors carrying out other specific activities. What are those specific restrictions? 

(i)
To have the benefit of the Scope Rules solicitors must also comply with the administrative procedures set out in the Solicitors' Financial Services (Conduct of Business) Rules. How long do records have to be kept to comply with those Rules? 

Question 2  
Applying what you learnt by undertaking Question 1 above, discuss the following: 

You have just started your training contract with Hugh Aston & Co, a firm of solicitors that is not authorised by the Financial Conduct Authority and is only regulated by the Solicitor’s Regulation Authority. Consider each of the cases below and advise whether you can carry out the client’s instructions without breaching the general prohibition. Give reasons to substantiate your conclusions.  

· Mrs. Slocombe owns 1,000 shares (5%) in Grace Brothers Plc and instructs your firm to arrange the sale of the shares.

· Freddie Threepwood is planning to set up home in London.   He has instructed your firm’s conveyancing department in the sale of his current home, Blanding’s Castle, and the purchase of 11, St. James’ Mansions, Maida Vale, London. Freddie is hoping to agree a first legal mortgage over the Maida Vale property, with the Market Harborough Building Society, on completion.   
The mortgage is to be linked to an endowment policy but Freddie cannot decide between policies from two competing insurers:  Enemies Mutual Plc and Pontypridd Provident.  He asks your advice on which policy is the best deal.

· You recently acted for the management team in the management buy-out of Crass Breweries Ltd.   One of the team, Eric Evans, the company’s new technical director telephones you.   Eric has heard some of the Crass investors talking about ordinary shares and preference shares and he would like you to explain to him the difference between them.

Task 2
Money Laundering Identification and Offences
Question 1

Prepare so you can present to the session answers to the following questions:
1. Define and explain the term “money laundering”.

2. What criminal offences, in connection with money laundering, do you need to be careful to avoid committing when you are working in a solicitor’s office?
Question 2
Consider the following:
Pablo Rodriguez telephones you during your training contract at Hugh Aston & Co, instructing you regarding the purchase of a nightclub business in St Georges, Nottingham (a deprived area of the city with a reputation for high levels of drug and firearm offences), for £800,000.  
Pablo is phoning from Bogota in Columbia. He needs to proceed very urgently or he will lose the opportunity to buy the business. Pablo informs you that he intends to fund the nightclub purchase with some inheritance that he has just received so he does not need a mortgage.  He asks for your client account details so that he can send you the purchase price of £800,000 plus a further £20,000 on account of costs.  

a) What steps should you take and why?

b) What steps should the firm take and why?
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