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In a nutshell
The Criminal Finance Act 2017 came into force in September 2017 and introduced two new ‘corporate criminal 
offences’, enabling the easier prosecution of businesses which fail to prevent the facilitation of UK or overseas 
tax evasion.  There are strict financial penalties for getting it wrong and the risk of reputational damage. 

Now that the legislation has been in place for a year, charities should review the work done so far and ensure 
that compliance remains on the risk management agenda.

This legislation applies to all companies and businesses and therefore also captures charities that are 
incorporated, those limited by guarantee, Royal Charter, charitable incorporated organisations and community 
interest companies.

The only defence against the CCO rules is to demonstrate that the organisation has reasonable procedures in 
place to prevent facilitation. The six guiding principles which should underpin any defence are:

 • Risk Assessment

 • Proportionate Procedures

 • Top level leadership

 • Due diligence

 • Training and communication

 • Monitoring and review

Background
The Criminal Finance Act 2017 came into force in September 2017 and introduced two new ‘corporate criminal 
offences’, enabling the easier prosecution of businesses which fail to prevent the facilitation of UK or overseas tax 
evasion.  In order for an offence to occur criminal tax evasion must have taken place; an associated person (e.g. 
an employee, volunteer or someone acting on behalf of the organisation) whilst acting for the organisation has 
criminally facilitated the tax evasion; and the organisation failed to prevent the associated person from committing 
the facilitation.

As it currently stands the legislation does not capture charitable trusts but it does cover all incorporated charities 
and trustees need to pay particular attending to the six guiding principles that underpin any defence and ensure 
that they have put in place ‘reasonable procedures’ to prevent such facilitation.
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Reasonable Procedures

Risk Assessment

While many charities benefit from exemptions from 
some aspects of tax, they are still required to consider 
the CCO rules. Elements of tax may affect many parts 
of a charity’s organisation, for example arrangements 
with tax paying suppliers or with donors.  A risk 
assessment is key to demonstrating reasonable 
procedures and including this offence and the 
mitigating factors on the risk register will help trustees 
monitor and establish reasonable procedures.  

However before the risks can be assessed the charity 
will need to take stock of all the areas of its operations 
which can be impacted by taxes.

Our work has enabled us to identify a number of 
themes/risk areas in the charity sector. The following 
list is not exhaustive but provides an indication of some 
of the risks that may need to be considered. Examples 
of risk case studies have included:

Procurement/Supplier risks

 • Employees agreeing to an unusual payment profile 
for a contractor, designed to avoid eg. VAT threshold, 
income tax, Corporation Tax

 • Procurement staff colluding with suppliers over 
invoicing resulting in evasion of tax in an overseas 
jurisdiction

 • Payment of suppliers to offshore accounts/entities, 
particularly in countries recognised as “tax havens”

 • Suppliers’ own arrangements/resourcing models 
(cash, non-payroll etc) resulting in tax evasion by their 
employees/sub-contractors 

 • Outsourced service providers not having controls in 
place to prevent their facilitation of tax evasion by 
customers and suppliers

Customer risks

 • Fundraising teams issuing receipts for payments 
which describe the payment as donation when it 
was in fact a payment for services, to enable the 
individual to claim Gift Aid

 • A contractor acting on behalf of the organisation 
assists a customer in moving money to offshore 
accounts

 • Volunteer finance assistant in a charity deliberately 
falsifying expense claims for employees

 • Employee assisting a tenant in making a fraudulent 
tax credit claim

 • Finance team processing inaccurate intra-group 
transactions which means they are no longer 
conducted on an arm’s length basis

 • Customer management team deliberately falsifying 
information for a customer so that the customer is 
able to underdeclare his/her income

Risk assessment roadmap



The risk assessment needs to be comprehensive and 
cover all aspects of the organisation.

Proportionate risk based procedures and top level 
commitment

Once taxes and their associated risks have been 
identified the charity can start to understand what 
procedures are already in place and whether they 
are sufficient and proportionate to the identified risk.   
This is a Board decision representing the top level 
commitment to managing this process.

Follow-up

Policies and procedures that are not embedded in the 
organisation are however not going to be ‘reasonable 
procedures’.  The Board must ensure that there are 
due diligence arrangements in place and happening 
where required, that staff and volunteers and others 
connected with the charity receive the appropriate 
communication and training to ensure they 
understand how these new rules could affect them, 
the whole charity and their area of operations. Finally, 
the Board must monitor and review the risks they have 
identified and the impact of the mitigations in place.  
The tax impact of new activities should be considered 
and policies and procedures should be updated as and 
when needed.

Without regular monitoring and review procedures in 
place may not be adequate to provide a defence.

Next steps

For those who have not yet initiated a risk assessment 
this is a matter of urgency.  For other charities it may 
be time to review that initial assessment and ensure 
that all areas of operations are captured, assessed and 
procedures developed and in place.
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This publication has been written in general terms and we recommend that 
you obtain professional advice before acting or refraining from action on any 
of the contents of this publication. Deloitte LLP accepts no liability for any loss 
occasioned to any person acting or refraining from action as a result of any 
material in this publication.
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