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Case Study 2 - Varying CDD based on level of risk
Brief background

Palvi is a chartered accountant who is a partner in SPNG LLP. She is contacted by Jack,
who indicates that he is planning to buy a house in Central London as a cash buyer for
£4million. Jack would like some tax planning advice and asks how best to structure the
purchase as he says that for “reasons of personal security” he does not want his name on
the register.

Palvi thinks this is odd, but starts to carry out client due diligence (CDD). She obtains
documents to verify Jack’s full name and address and asks for information to understand
where the funds for the property purchase have come from.

One of her staff is assisting in carrying out the CDD and because Jack's current address is
close to a family member's home, notices that it is odd — for someone with significant
wealth, this was an unusual place to live. Palvi and the staff member look on google street
view for the postcode, to check. It appears that the most of the area is commmercial or light
industrial use with one small dilapidated block of flats (some of which appear to be
abandoned) on the edge of some wasteland.

Jack states that the money to buy the house comes from an inheritance, but that the
probate documentation is with his solicitor. He suggests that Palvi could call the solicitor
to verify this information. Palvi calls the solicitor who says he is unable to provide a copy of
the probate documents because these are held overseas but confirms that Jack received
a £10million inheritance from a relative overseas.

Palvi again thinks this is really odd. She asks her staff member to do some research on
what can be found out about Jack, the relative and also to check the details provided
about the solicitor. Nothing can be found about the now deceased relative. Jack had a
relatively common name so searches were of little benefit. However, the staff member
discovered that the solicitor had been prosecuted (and acquitted) in relation to a
£15million mortgage fraud and was subsequently the subject of SRA disciplinary action.
Although the individual did not lose his practicing certificate, he could only practice under
supervision. One person was convicted of the fraud and jailed. Two others were convicted
in absentia of the fraud, but they had fled overseas. According to the Court Documents,
this was to the same jurisdiction as that in which Jack’s deceased overseas relative had
apparently lived until his death. Only £5million of the proceeds of the fraud were ever
recovered. Jack had the same surname as one of the absent individuals and his current
address was in the same locality as that individual.

Palvi declines the opportunity.
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What were the red flags that would concern Palvi?

e The fact that Jack does not want his name to appear on any register.

e Jack’s current address does not tally with his apparent level of wealth.

e Jack’s solicitor was unable to provide a copy of the probate documents.

e No available information on the deceased individual relating to the inheritance.
e The disciplinary action brought against Jack’s solicitor

e Jack's apparent involvement/connection to the mortgage fraud.

What were the risks that Palvi would be faced with in this situation if she
accepted the engagement?

e Palvi could be the subject of criminal investigation on the grounds of potentially
aiding money laundering activities.
e Palvi could suffer reputational damage from association with criminal activity.

What actions should be taken by Palvi?

e Palviis right to decline the opportunity.
e Under the circumstances, Palvi is obliged to submit a SAR, as she will have
suspicions that Jack is looking to purchase property using the proceeds of crime.
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