Source of funds and source of wealth 
Internal use only – Do not send to clients 
This form is to help you record the approach you have taken to source of funds and or source of wealth checks undertaken on a matter. Your analysis of source of funds and or source of wealth (if required) may impact your client and matter risk assessment. 
It is important you scrutinise the information you receive to ensure it is consistent with your knowledge of the client. 

Client name:
File number:
Matter description:

Part one - Source of funds 

1. What do we know/has the client told us about the source of funds in this matter?

	Click or tap here to enter text.




2. How have we/ will we verify the information the client has provided to us? What evidence is required? If source of funds checks is not necessary, please explain why?
	Click or tap here to enter text. 






3.  Provide a summary of your review of the of source of funds. Do you have sufficient information to proceed?  Does this change your initial assessment of the level of risk for this client or matter?

	 Click or tap here to enter text.




4. Source of wealth checks are required in this matter.
☐Yes
☐No
If yes, complete part 2 of this form.

Declaration:
· I confirm that I have fully reviewed the information held or received about the client’s source of funds/wealth. I have sufficient information to proceed with the matter. .

· I have not checked or obtained evidence of the source of funds in this transaction. Please explain why you are happy to proceed with this transaction in the box below.


	Click or tap here to enter text.





	Date
	 
	Signed
	






Ongoing monitoring 
5. We have received funds from the expected source 
☐Yes
☐No

6. Have there been any changes to the initial funding? Provide details of any changes to the original information provided by the client and whether this changes the level of risk in this matter.

	Click or tap here to enter text.




Part two - Source of wealth
Provide details of the client’s source of wealth. 
How have you/ will you verify the client’s source of wealth? 
Does the source of funds make sense in the context of the source of wealth?
	Click or tap here to enter text.









Source of funds/wealth form guidance
Part One – Source of funds

1. What has the client told us about the source of funds in this matter?

Use this section record any information you have been given on source of funds in this matter.

Source of funds refers to the funds that will be used in a specific transaction, while source of wealth concerns a client’s overall body of wealth. 

It is important for you take a proactive approach to understanding the origin of funds in a transaction before undertaking any substantial work. Understanding this information will help you to spot red flags around the matter and as part of the matter risk assessment. This will help you determine what action you need to take, including what evidence you need to collect and any risk factors to monitor.

Keeping a record of the information that is provided to you concerning the source of funds at the start of a matter will help you to determine whether what your client has relayed to you sounds plausible given their circumstances. 

Documenting this information will also help you to identify and or monitor if there are any changes to the source of funding later in the transaction. 

2. How have we/ will we verify the information the client has provided to us?

Use this section to record how you intend to or have verified the information on source of funds in the matter.

A source of funds check should include checking:

1. that the relevant party/parties have sufficient funds/means to fund the transaction and

2. how the relevant party/parties accumulated the funds in question.

In transactional matters (matters that require cash to pass through your client account), it is important to know where the funds are coming from. It is equally important to understand how they have accumulated the funds in question. You may verify this information by obtaining information or documents to evidence where the funds are being held. The information or evidence obtained should also help you to understand why they have that money. Examples of a legitimate source of funds might (among others) be from a salary, rental income, an inheritance, or investments. These should be straightforward to evidence. 

Source of funds checks may also be required in non-transactional matters, or where monies do not pass through your client account. This can apply in matters where the parties are passing funds between themselves or where assets are passing directly from party A to party B for nil consideration. For example, a firm may be instructed to draft a contract for party A to purchase shares in party B’s company and party A would pay party B directly.

This can pose a high risk of money laundering because it can be used by criminals to move their assets to other parties to obscure the link between the assets and their themselves. Ultimately, this may prevent the transferred asset from being confiscated by the authorities under the Proceeds of Crime Act 2002.

In such matters, the following actions would assist you:

· obtain documents to evidence that the asset belongs to the party transferring it, or if not, that they are legitimately able to take the action they are proposing 
· understand how the party transferring the asset came into possession of it 
check that the assets can be transferred in this way?

You should ensure that your source of funds checks can be evidenced in line with the level of risk that a client and or matter presents to your firm. For example, if you assess any elements of the funding to be high risk, you must apply enhanced due diligence. This means undertaking more stringent checks to ensure the risks identified can be mitigated.

You must keep records of documents or evidence obtained in each transaction as under regulation 40(2) MLR 2017.

It is also important to keep appropriate records of your decisions at the time that source of funds checks was conducted. 

In cases where the source of funds is not known at matter opening (for example, if the proposed terms of a transaction are yet to be agreed), this should be flagged for ongoing monitoring action to record and analyse the source of funds later.


3. Provide a summary of your review of the of source of funds. Explain if scrutinising evidence of the source of funds has changed your assessment of the level of risk for this client or matter.

Where necessary, firms must scrutinise transactions for each matter to understand what the source of funds are. If your review identifies information that changes the level of risk a matter presents to your firm, you must take adequate measures to mitigate any identified risks.

It is prudent to maintain clear, consistent records of what evidence was reviewed, when, what judgment was reached and why.

Keeping appropriate records of your decisions, at the time that source of funds checks will help you to demonstrate that you have applied a risk-based approach in a reasonable and proportionate manner. You may do this by recording any comments or considerations which have been made while considering and completing these checks.

Recording these matters will help you to reassure yourself that your approach is correct and the risk level is correctly analysed. In such cases, you should always record the issues you considered in arriving at a decision.


If in doubt, write it down.



4. Source of wealth checks are required in this matter 

Complete part two of the form if source of wealth checks is required in this matter.


Ongoing monitoring  

5. We have received funds from the expected source 

This section should be completed when funds have been received. 

You should check that the person who sent the funds matches the expected sender per your file note in advance of receipt. You should investigate any discrepancies and report any concerns to the appropriate person. An example of this might be where funds were expected from a mortgage provider but instead arrive from a private individual. There may be a legitimate reason for changes such as these, but they should be investigated. 

You must be able to demonstrate to us as your supervisory body that the extent of the measures you have undertaken were appropriate in relation to the risk of money laundering. You should therefore ensure you document your actions and any findings on this form or on your client and matter risk assessment.

6. Provide details of any changes to the original information provided by the client and how if this changes the level of risk in this matter.

Record details of any changes to the information you were provided with on the source of funds at the start of the matter in this section. You should also record if this changes the risk level you initially identified in your client and matter risk assessment.

Where you identify changes to the original information you were provided, it is important to assess if and how the change(s) increases the level of risk in the matter.
You should maintain a record in writing of any change(s):
· to the information provided by the client
· because of your review and 
· the steps you have taken if the changes mean additional checks are required.
Example of changes that may impact the level of risk in a matter include where the:
· source of funds or the parties to the matter frequently change.
· source of funds involved in the matter becomes unclear or obscured.
· changes make it difficult to identify the purpose of the transaction, structures/beneficiaries/interests involved in a matter.
· changes do not fit the client's profile or involves a sector in which the client would not ordinarily operate.

This is not an exhaustive list.



Part two – Source of wealth

Provide details of the client’s source of wealth. How have you/ will you verify the client’s source of wealth 

If required, record details of the source of wealth of the funder in this section. 

Source of wealth is a much wider test to source of funds. It is used to understand how the party/parties funding the transaction has generally accumulated their wealth.

The level of information and evidence required for source of wealth will depend on the profile and risk rating of the client and transaction. The higher the risk, the more information that may be required.

It is also important to check whether the source of wealth matches the source of funds in a matter. For example, if the source of funds in a transaction is from the proceeds of a property sale. It would make sense if the source of wealth of the funding party/parties show that they have an established property portfolio.
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