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Introduction
There’s an old adage that legislation made in a haste makes
bad law — and there’s no doubt that the Economic Crime
(Transparency and Enforcement) Act 2022 was rushed
through the House.
Prompted by the Russian invasion of Ukraine and
the need to swiftly beef up sanctions against the
aggressors’ oligarchs and financiers, the Act
represent the government’s attempt to halt the
flow of dirty money in and out of the UK.
Is it bad law? Critics have pointed to the six-month
grace period for registering beneficial ownership,
which they say offers a window for criminals to
move assets to different jurisdictions.
Also cited are the low levels of fines (many of the
people targeted are mega-rich); the loophole that
allows agents to claim a company has no beneficial
owner; and a lack of resources for enforcement.

So in this article we explain what the Act entails
and how it affects Designated Non-Financial
Businesses and Professions (DNFBPs), especially:
Auditors, external accountants & tax advisors
Lawyers
 otaries & other independent legal
N
professionals
Estate agents
Trust or Company Service Providers (TCSP)

Only time will tell how effective the new
legislation will be – but there is no doubt it will
impact on professional organisations and their
staff, both inside and outside the financial sector.
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About the Act
The new legislation creates a Register of Overseas Entities,
requiring those behind foreign companies that own UK
property to reveal their identities. Those that refuse to
reveal the details of their ‘beneficial owner’ will face tough
restrictions on selling the property and those who break the
rules could face a fine of up to £2,500 per day or up to five
years in prison.
Any entity from outside the UK (including the
Channel Islands) that buys property in the UK will
need to be entered onto this register. The legislation
is retrospective in that it applies to overseas
entities that have bought property in England
and Wales in the past 20 years (in Scotland since
December 2014), and those overseas entities will
need to apply for registration of their beneficial
ownership within six months of the legislation
coming into force.
The register must detail all individual beneficial
owners who have significant influence or control
over the entity. A qualifying beneficial owner
includes people holding more than 25% of shares

or voting rights (similar to the Person with
Significant Control – PSC – register for UK
companies). Individuals who do not have over
25% of the voting rights or shares but who
exercise significant control over the entity
(or have the right to do so) are also required to
register, as are those with the right to remove
or appoint a majority of the board of directors.
The register must be updated annually and
those who fail to comply face serious penalties,
including prison sentences. The register will be
available for the public to view free of charge.
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About the Act — continued
Importantly, HM Land Registry will not register
overseas entities as owners of UK property
unless they have registered the beneficial
ownership at Companies House and received
the associated ID number. Overseas entities
will also be prevented from selling, mortgaging
or granting long leases of their properties
unless they have complied with Companies
House requirements.
This entails the them serving ‘information notices’
on all persons it knows, or has reasonable cause
to believe, are registrable beneficial owners
(or managing officers). The information notice
requires the recipient to respond within one
month of receipt, stating whether or not they
are a registrable beneficial owner and confirming
the details of the required information.

Unexplained Wealth Orders
On top of that, reforms to Unexplained Wealth
Orders (UWOs) remove barriers to their use,
increasing time available to law enforcement to
review evidence and protecting them from incurring
substantial legal costs if they act reasonably in a
case that is ultimately unsuccessful.
Furthermore, UWOs will be more effective against
those who hold property in the UK via trusts and
other complex ownership structures, to ensure
individuals can’t hide behind opaque shell
companies. The government has also committed
to publishing an annual report on their use.
Lastly, the new legislation will make
easier to prosecute people for breaching
economic sanctions.

Following disclosure, verification and registration
of this information, Companies House will issue
an overseas entity ID and record this ID in the
Register. Without this ID the overseas entity
cannot be registered with the Land Registry as
the owner of any UK land it acquires.
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How will the Act affect you?
In a nutshell, the Act means that it is more important than
ever that your AML policies and processes are robust,
transparent and kept up-to-date.
Most important of all, you must be able to identify
and name beneficial owners, and supply the
requisite details about them to Companies House.
Information supplied to the Register of Overseas
Entities will be verified and the entity will need
to update its information annually.
Be aware that filing incorrect information on
the register could lead to jail time, the offence
is aggravated if the information is known to
be misleading.
Where interested parties fail to comply with any
of the requirements, every one of its officers will
have committed an offence. Where recipients of
information notices fail to comply or knowingly or
recklessly make false statements, this will also be
an offence. Where such an offence is committed by

a legal entity, the offence will also be committed by
every officer of the entity in default. The obligations
set out in Part 1 of the Act are backed by fines and
criminal sanctions, with those who fail to comply
facing up to five years’ imprisonment.
You must also take reasonable steps to obtain and
provide the ‘required information’ including but not
limited to name, incorporation details, registered
address and legal constitution. Where there are no
registrable beneficial owners, the entity is required
to provide information about its managing officers.
If the solicitor registering the property fails to
identify the beneficial owner, they will face
restrictions over selling the property. In effect,
the property will be frozen, with the owner
unable to lease it, sell it or raise a mortgage.

06

The Economic
Crime Act:
what you need
to know

Reform of Companies House
The government has also published a white paper setting out plans to reform
Companies House, which will mean:
 nyone setting up, running, owning or controlling a company in the UK will need
a
to verify their identity with Companies House.
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 ompanies House will be given the power to challenge information that appears
C
dubious, and will be empowered to inform security agencies of potential wrongdoing.
 ompany agents from overseas will no longer be able to create companies in the UK
c
on behalf of foreign criminals or secretive oligarchs.
t he quality of information provided by companies to Companies House will be improved,
so that the thousands of small companies who rely on it to make business decisions
can trust who they are doing business with.
filing processes for small businesses will be streamlined and digitalised.
 ompany directors will be better able to protect personal information published by
c
Companies House which might put them at risk of fraud or other harm.
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Conclusion
Recent research has found that more money is laundered
each year in the UK than any other country in the world
except the US, with an estimated £88bn cleaned by
criminals annually.
With the new Economic Crime Act, the
government aims to tackle this scourge. While
agencies such as HMRC, Companies House and
the National Crime Agency will be at the forefront
of enforcement, the onus will be on professionals
in the legal, accountancy and TCSP sectors to do
much of the legwork.
And do it you must — as we have seen, there are
severe penalties for those who do not comply
with the Act.
If you need help in understanding the new rules, or
help in making sure your AML policies are robust,
transparent and fit for purpose, then contact
the experts.The AMLCC is a well-respected and

well-established expert in the field. Its experienced
and knowledgeable staff will give your business
an AML ‘health check’, and advise on where
and how you can improve your anti-money
laundering safeguards.
As Simon York, Director of HMRC’s Fraud
Investigation Service, said: “Businesses in the
accountancy, legal and property sectors need to
understand that criminals prey on weaknesses,
so it’s vital they take all steps to protect themselves.
The money laundering regulations are key to that,
but there’s still a minority of businesses who ignore
their legal obligations.”
Make sure you are not one of them.
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