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a fresh look at accountancy

UNDERSTANDING THE CRIMINAL

FINANCES ACT 2017

The new Criminal Finances Act came into effect on 30 September 2017, making companies and partnerships
criminally liable for failing to prevent their employees or associates from criminally facilitating tax evasion.
Here, we outline the basics of the new Act, and highlight procedures you may wish to implement into your

business strategy.

GETTING TO GRIPS WITH THE NEW ACT

Under the Criminal Finances Act 2017, relevant bodies, such as
companies and partnerships, who fail to prevent their employees, agents
or other associated persons from criminally facilitating tax evasion will be
subject to new criminal offences.

The Act makes it easier to prosecute companies and partnerships who
refrain from implementing satisfactory corporate governance and
preventative procedures. As such, companies, partnerships and relevant
bodies are advised to take some time to get to know the new Act, and
implement steps as soon as possible to help ensure that they do not fall
foul of the rules.

TWO NEW CRIMINAL OFFENCES

Under the Act, two new criminal offences have been introduced:

e Domestic fraud offence: This offence criminalises companies,
partnerships and relevant bodies for failing to put into place
reasonable prevention procedures to stop their employees, agents or
associated persons from criminally facilitating tax evasion.

e Overseas fraud offence: The second offence criminalises
corporations trading in the UK who fail to implement reasonable
procedures to prevent their employees, agents or representatives from
criminally facilitating tax evasion in another jurisdiction.

The government asserts that, whilst offshore tax evasion was the “driving
force” behind the creation of the new offences, the rules apply to tax
evasion committed both onshore and offshore, and are applicable to all
taxes.

THREE STAGES TO THE OFFENCE

Under the Criminal Finances Act, there are three stages that apply to
the criminal offence of the facilitation of tax evasion, both in the UK
and abroad. The first two stages are already offences under existing
criminal law:

Stage one

e A criminal act of tax evasion is committed by a taxpayer (whether they
are a legal entity or an individual).

Stage two

® An employee, agent or other person associated with the company or
organisation has criminally facilitated the tax evasion.

Stage three

® The organisation in question failed to implement reasonable measures
to prevent the employee, agent or associated person from criminally
facilitating tax evasion.

Where stages one and two have been committed, a company is deemed
to have committed the new corporate offence. Under the Act, only
‘relevant bodies” and legal entities, such as companies and partnerships,
can commit the new offences. Throughout this factsheet we refer to
relevant bodies as companies for ease of reference. The new corporate
offences cannot be committed by natural (as opposed to legal) persons.

If a person is an employee, agent or other person who performs
services for or on behalf of a relevant body, they can be defined as
being “associated” with that body. The offence is deemed to have been
committed if facilitation offences are carried out by someone acting

in the capacity of an associated person. An associated person can be
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Factsheets
are available in the following formats:

Printed personalised factsheet
£120 for the first 100, then £30 per 50 run on.
Black logo free. Colour logo £110. Delivery £15+VAT

Personalised PDF — £130+VAT
Intended for emailing or displaying on your website.

Non-personalised PDF - £110+VAT

Text-only Word format — £110+VAT
Ready for you to copy and paste into your
literature or a letter, email to clients or
display on your website.
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