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The FCA’s New AML Mandate: Implications for the Legal and Insurance Sectors

The UK government’s recent decision to centralise anti-money laundering (AML) supervision under
the Financial Conduct Authority (FCA) marks one of the most significant regulatory realignments in
recent years. Though much of the commentary to date has focused on the Solicitors Regulation
Authority (SRA) and its loss of AML supervisory authority, the implications of this reform reach far
beyond the legal profession. The restructuring applies equally to accountants, company service
providers, and other professional firms whose services intersect with the financial system.

For insurers, risk managers, and legal professionals working within or alongside the financial services
and professional advisory ecosystem, this change has important compliance, operational, and
strategic dimensions.

Background and Rationale

The current AML supervisory structure in the United Kingdom has long been criticised for
fragmentation and inconsistency. Twenty-two professional body supervisors (PBSs) have operated
independently, each applying varying approaches and levels of scrutiny across their sectors. While
this model provided flexibility, it also led to gaps in enforcement and uneven standards—a point
repeatedly flagged by the Office for Professional Body Anti-Money Laundering Supervision (OPBAS)
and key parliamentary committees.

The reform announced by HM Treasury on 21 October 2025 responds directly to these concerns. By
designating the FCA as the single supervisor for AML and counter-terrorist financing (CTF) across the
professional services sector, the government aims to create a cohesive, data-driven regulatory
environment that enhances the UK’s resilience against financial crime.



Key Features of the Reform

When implemented, the reform will remove AML supervisory powers from the 22 PBSs and HMRC,
transferring oversight responsibility for approximately 60,000 firms— including those in legal
practice, accountancy, and company formation — directly to the FCA.

The FCA’s established reputation for rigorous enforcement, its advanced use of technology, and its
capacity for data analytics mean that AML supervision will become more centralised and
operationally sophisticated. The FCA will also have a clearer line of cooperation with law
enforcement agencies, such as the National Crime Agency and the Serious Fraud Office.

Next Steps to Implementation

The government has made clear that implementation of this policy is subject to several
dependencies: the passage of enabling legislation, confirmation of funding arrangements, and
development of a detailed transition and delivery plan. Consequently, the date at which the FCA will
formally commence supervision of the professional services sector will depend on the availability of
parliamentary time.

To prepare for this, HM Treasury intends to publish a separate consultation in early November on the
powers that the FCA, as the new supervisor, should possess. This consultation phase will provide a
crucial opportunity for professional and industry bodies, including those in legal and insurance
practice, to shape how the new supervisory regime will operate in practice.

Implications for Professional Services

Firms that previously operated under the SRA, ICAEW, or similar bodies can expect a significant shift
in compliance culture. The FCA’s risk-based supervisory model is substantially different from the
approach taken by many professional body supervisors. Firms will likely face:

Broader reporting obligations and enhanced data submission requirements.

More intrusive firm-level monitoring, consistent with the FCA’s existing supervisory practices.

Increased emphasis on systems and controls that demonstrate proactive identification and mitigation
of financial crime risk.

Potentially higher compliance costs due to widened reporting and governance expectations.

While some may view these changes as burdensome, they also introduce greater predictability and
alignment across the financial and professional landscape.

Insurance Industry Viewpoint

For the insurance industry, this development is particularly noteworthy. Insurers occupy a unique
position at the nexus of legal, financial, and advisory activity — often interacting with solicitors,
brokers, and accountants on complex transactions, claims handling, and recovery actions. A unified
AML supervisory regime could have several consequences for insurance professionals:

Enhanced clarity on procedural expectations in relation to onboarding, source-of-funds verification,
and suspicious activity reporting.



Greater consistency in counterpart compliance, simplifying due diligence processes that span
multiple professions.

Potential short-term disruption as regulated entities transition away from profession-specific
guidance and adapt to FCA-mandated protocols.

Opportunity for collaboration between insurers and their legal panels to develop harmonised AML
frameworks that anticipate FCA standards.

From a claim’s perspective, uniform regulation may reduce disputes arising from inconsistent
compliance interpretations among insured firms. This could lend greater certainty to coverage
decisions and minimise ambiguity in regulatory breach exclusions.

Transition Risks and Sector Concerns

Notwithstanding the long-term policy advantages, the transition phase presents several challenges.
The FCA will need to acquire or retain specialist expertise from the existing PBSs to understand the
nuances of professional practice-based risk — including client structures, trust management, and
cross-border activities common in the legal and accountancy sectors.

Without that expertise, there is a genuine risk of regulatory disconnect: a centralised authority that
enforces robustly but lacks an appreciation for the specific operational realities of professional firms.
Industry bodies have also highlighted the need for proportionate resourcing and pragmatic timelines
to enable firms — particularly smaller practices — to meet the FCA’s expectations without undue
hardship.

For FOIL members in particular, the transition may introduce additional complexities beyond the
current AML and regulatory framework. Insurance lawyers often operate in high-volume claims
environments, liaising closely with insurers, brokers, and external experts. Adjusting to new FCA data
reporting, governance, and client-risk classification requirements may necessitate enhanced systems
and internal coordination. The changes could also affect audit trails and evidential documentation
within claims investigations, especially where interactions involve multi-party professional
transactions across different regulated domains.

Strategic Considerations for Legal and Insurance Practitioners

Legal compliance teams and insurers should start early strategic planning for the transition.
Priorities may include:

Conducting gap analyses of existing AML frameworks against FCA regulatory principles.

Reviewing governance structures to ensure board-level oversight of financial crime risk.

Enhancing data management systems capable of meeting FCA reporting and audit requirements.

Coordinating with partner firms to ensure aligned AML training, risk assessments, and client due
diligence procedures.

Insurers may wish to monitor how AML compliance impacts professional indemnity insurance
exposure, particularly regarding negligence or enforcement risk. The FCA’s intervention in the



professional services space will undoubtedly influence underwriting considerations, especially where
firms handle high-risk clients or cross-border financial transactions.

Outlook

In the medium term, a unified FCA-led regime promises greater coherence, transparency, and
international credibility for the UK’s AML framework. However, the success of this reform will depend
heavily on the government’s ability to balance enforcement consistency with sector-specific
understanding.

For insurance and legal professionals alike, the coming period represents both a compliance
challenge and an opportunity: to refine internal standards, strengthen controls, and demonstrate
leadership in financial crime prevention across the UK’s professional landscape.

The Forum of Insurance Lawyers (FOIL) has actively engaged in regulatory discussions affecting
insurance law and practice in the UK, with its recent commentary focusing on the need for
transparency and proportionality in regulatory costs and supervision. In light of the Treasury’s
announcement regarding the move to a single AML supervisor, FOIL members have emphasised the
importance of maintaining the ability to properly investigate claims and ensure adequate due
diligence for insurers and solicitors alike. Although FOIL has not yet issued a formal public statement
specifically on the FCA’s new AML mandate, we continue to act as a key voice for insurance lawyers
navigating these reforms and have expressed caution concerning regulatory transitions in other
contexts. Members of FOIL are encouraged to follow ongoing updates via the FOIL website and to
participate in professional consultations, helping to shape a regime that reflects the realities and
risks faced by practitioners in insurance litigation and claims management.

This publication is intended to provide general guidance only. It is not intended to constitute a definitive or complete statement of the law
on any subject and may not reflect recent legal developments. This publication does not constitute legal or professional advice (such as
would be given by a solicitors’ firm or barrister in private practice) and is not to be used in providing the same. Whilst efforts have been
made to ensure that the information in this publication is accurate, all liability (including liability for negligence) for any loss and or damage
howsoever arising from the use of this publication or the guidance contained therein, is excluded to the fullest extent permitted by law.



