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Introduction

Introducing the Companies House/HMRC/Insolvency Service Data
Pilot

Where we were
Where did we want to be?

How did we get there and reach our goal?
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The starting position

HMRC took bulk open data from Companies House ... but could not
communicate issues in return

Legislation in place prevented this
Allowed fraudsters to take advantage

Unable to quantify the potential problem due to lack of sharing

So how could this be solved?
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LLooking for a solution

Meeting up with Cabinet Office Data Pilot team

ldentifying that boundaries could be changed through use of Digital
Economy Act (DEA)

DEA meant that current sharing protocols could be challenged
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What did the DEA mean for us?

DEA came into force July ‘18 — but we could start planning a pilot long
before this

Enabled cross-gov sharing for purposes of fraud and error — even
where previously unshareable

Gave us the opportunity to think outside of the existing boundaries

This Pilot was the first to use the DEA powers — so we broke legal
ground with our work
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What were our next steps?

We scoped out areas where we:
Had seen issues where using “matching” could help, or,

Suspected that there were problems that could be identified through this
matching

We looked at reasonable assumptions

Considered what we wanted to achieve
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Running the Pllot

Initial 6 months, extension of further 6 months
Used workstreams that were agreed

Were agile in how we worked —
What was going well?

How could outputs be improved?
Active review of work

Weekly calls

Brought Insolvency Service on board after 6 months for further
enforcement options
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Results and next steps
One word to describe the results..... SPECTACULAR!

Success followed by work going into business as usual

Permanent collaboration



HMRC/Companies House Project
since September 2018

* Proof of concept project to exchange information purposes of
identifying Fraud under the Digital Economy Act led by Cabinet
Office

e Using HMRC data and profiling tools to identify cases of
potential interest to Companies House and HMRC

* Exploiting differences in the information received from
companies by HMRC and Companies House

R
HM Revenue
&Customs
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A sketch from my early days Iin
HMRC

In the Beginning there was Manual Screening of
Accounts and Returns and Third Party Information (TPI)

Carried out by Local Offices
Difficult to replicate
Impossible to replicate at a National Level

This was paper based

Inefficient & Inconsistent

Needed a change to Computerised Data handling and
Profiling




What they
told
Company's
House

What they
told HMRC

Spoat the difference - same company, same accounts sent to
HMRC and Company's house saying two different things

Remuneration trust
By a Deed dated 8 June 2015 the company established a Remuneration Trust, During the accounting

period the company gifted £125,000 to the Trust. No taxation liability arose to the company as a
result of such transaction.

HMRC Accounts all reference to a remuneration trust is removed or

CLEANED OUT!

Client entertaining costs (1,995)
Cleaning costs (125,000)
Depreciation of tangible fixed assets (4.429)

That's why we need a tool that we could point at both data sets
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What the CT Specialist sees — extract from the very last page of
accounts for Aqua Eructo PLC (anonymised holding company)

Salex of senvices to related party were on the company "= nommal tradmng termns

No guarantees have been @iven or recerved. No amounts have been written-off chmnne the vear (2011 L£ml)

22. Ultimate parent undertaking and controlling party

The company = munedsate parent undestaking i= Aqua Ercto Sonth PLC, a company mcorporated m England and Wales

In the directors’ opmuon, the company’s ulfunate parent mdertakme and controlling party i Aqua Enucto Group PLC, a
company incorporated m Englmd and Wales.

The smallest @roup m which the results of the company me consohdated 15 that headed by Aqua Eructo PLC. The
consolidated accounts of thie group are available to the public and may be obtuned from: The Compmyy Secretary. Aqua
Encto PLC, Riddle Honse, Hangleton Mere Business Pak

The largest zronp m which the results of the company are conzoldated is that headed by Aqua Eyucto Group PLC The
consohdated accounts of e group are avalable to the public and may be obtamed from: The Compayy Secretary, Aqua
Eructo Group PLC, Riddie Honse, Haungleton Mere Busmess Park, Hangleton. England

» Thisis what a human sees if they have the accounts in front of
them — this works fine but not on a bulk scale!
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What the computer sees (XHTML from highlighted section only)

ﬁ:om:uw- manov:mom'.;‘pu'- styles ' font-5926:10.0ptimao-bidy - font 3120122, 0pt | font-famt Ty Bquot  Fimes New
iy {ser s )

the directors” opimian, the company's «span styles"background:&=x0;8sxA; whitemo-highlightivivite sultimate

parent updort.\hng and controlling party</spans<txituple name= nsd:UltimateParentEntityorontrol HngPartyGrouping

tuplelps"_1580030825"» «/4x:tuplas

Ss<span styles mio-spacerun:iyes » </ apans <spans <f CinooNumeric name= nsd iNamecontro 1 1ingParty

contextiefs CY_PERIOD" tuplefefs' _IS5H0030825" order= 1"><span styles background:white mso-highlight:srite »Aqua

Eructo Group PLC</spanc </Sxinonthemerics </ spar ,

a company ncorporated 1n England

and wales, cspan sty lem mao-spacarun:yes s  </apate </spans</p>

<p elass="Moonormal sty les"‘margin-top: 7. 0ptitext-al4 n:jmna:nw-pa AnATion  B¥xD &0 xA name  Tab-stopat«,5in
Cin"><span »The <span styles backgroundivhiteimso-highlightinivite s sma ‘lcstt/suam-“:u;g]o
xo;"nu:nrmma“uwowlm chhasultsarsconio 1idatedGrouping ' tuplelde _Y3503979826 >«/1x:1tuples group 1n

[4
the results of the company are consolidated 15 that headed by<span styles mso-spacerun:yes' s
/3 <spans <1 X inorMumeric names nad iNaneParentSmallestGrouplnii chesultsireconso lidated ' contextRefs"CY_PERIOD
Tup lemefs’ 13893970826 order="1"s><span styles background!white nso-highTightiwivite »aqua Eructo
PLC/spans </ S v [nonMmeri ¢ « /sparm , cspan sty le="mso-spaceruniyes > «/apansThe consolidated accounts of this group

are

Avuﬂnb‘l: to the public and may be obtained from: The Company Secretary, Aqua Eructo PLC, Riddle House, Hangleton
Mare flustmss

Parkespan sty le= nso-spaceruniyes’ > </apamo </spans</p>

o elass "TabledMsading’
stylo-‘mrgm-mpx2.0x;mrg1n-r19ht:Mn;narq‘ln-bottu-:km:kuzs. imar n~1cﬂ:o1n;tut-al‘l_,?n:1usﬂh:hm-hn
€ orna limeo -pagination 8D AV xA i none ;nso- 1158 skip; tab- stopsiry 2.59n 3,251n 297,0pt 5,04n 425.25pt
09N ;8 xD ;80 vA oo~ Tayout~grid-align: auto ; punctuation-rrap:hanging : text-autospace : 1deogr aph-numaric
tdecgraph-other j&exD 8 xAimso-vartical-align-aleiauto s <span
:tyh-"mo—bsdi-Font-n:o:u.om'k\D:&'nA;fw!t-):zh:rpm'l"&‘l’hc «span
ctylo-"hachwo‘nd:nh\to;mc-h\wh 400 &M xA; white' s largest</spans <ix:tuple
name="nsd: ParentiargestaroupInat chiesuitsareconsolidatedirouping  tuplerd="_12284296150 > </ix:tuple> group in
wiich the results of tha a-gmy are
consolidated 15 that headed by<span style='mso-spacerun:yes »
dse.»upuhdx:mmmru names'nsd :NaneParentlLargestorow It chiesultsareconso 11dated contextief="Cy_PeRIco’
tup leRef= 12284206150 order="1"><span style= backgroundimhite mso-highlightivhite >aqua Eructo Group
PLC</spans </1x inontmeri c» </ spony , <span stylas ’-w-spacorm:*u"- <«/span>The
consolidated accounts of this group are avatlable to the pubiic and may be
cbtained from: The Company Secretary, Agua Eructo Group PLC, Riddle

* Ajumble of XBRL tags, html and the wording in the documents. Our text
matching tool needs to be clever enough to avoid the html and tagging
information.

* If we wanted to search all this for the word “span”, we’'d get everything. Tool
needs to be smart
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What an XBRL Specialist heeds to see using text searching: both the yellow
text and the green text (XBRL tags).

If a text searching tool can’t distinguish between these it will find phrases that
have been tagged and fail to add any value to the risk assessment process.

<p chirr="Noter" yle="nugmiop 2 Ozt TG nght Oz margerbotton 5 0p LoD eV A muger 1o Ot align yastfy . tee mdert O meo-pagmation nena ™ ><span
styte~*font-se 10 Optnso.bidi r‘a.sm 2.0t Foet- fuulyaqwl Times New Bz n.wqual..&'p Rl yucs,* »in
direcioss’ < ¥

il ki ats parens vedetakeg end conteolling puty</sp o SRIRIINER

155 epan style=" M0 RasenmLY s > </ span><span’
<rpae ctyle="backgroamd whsta.meo-bughight: white "> A g Bnusta Oroup PLO< rpani<Az nooNumesis> <epan.
§ compary nrogarated i England

Al Wik <op i atyrles"gus o0 spacamian e "< span>-<Jepan</p>

ardar="1">

<p chse~"Meaiomal" style="margn.top 2 Opt text. o ustdfir. meo-pagntion &8 5D &8 1A noes 1ab- sope - S Din*
hughldight: ohae™> snallest</spas
whih

the resulls of the <

an > The <span style="barkground whoemso
“> <Mz luple> Spoup in

wny ars contobduted 1 that headed by<om

ceder=*1*> <spen

style="t i hae . neo- bt uwhite > A que Bnpcto PLOV span><frnontiumenc> </epan> <epan syis="nsospeosnmyes > epan>The consobdsted socomts
of tis group e

wrslahix 10 the pubhc and nay be obtaned from: The Company Secretary, Aqua Enuicto PLC, Reddle Hosser, Hangeton Mere Basimess Park< epan #tyle="neo
A" <lepunrepe<ip>

« What llluminate sees — it is able to distinguish between tagged and

untagged data, and focus in on the yellow area, which is what we are
interested in.

» Green = XBRL tagged data
* Not highlighted = format information that we don’t care about

* Yellow = the wording of the document, and what Illluminate allows us to do
proximity word searches within
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llluminate run video
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Companies House Accounts search

Y Cuery filter

Query builder
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Companies House Accounts search

Query builder

All fields

remuneration trust



Companies House Accounts search
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Y Query filter

Query builder

¥ Proximity words in order?

All fields

o
Words proximity

Companies House Accounts search
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Companies House Accounts search
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(effective January 2015).

of VAT and dlscounts, of goods provided to customers and work

services pr de D Customers.
accounting period the company established by Deed a Aemunerat ’ ¢ and made a contribu
7.50 to the trust
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@ Thank you for listening! @

Illuminate Illuminate

For more information about llluminate,
please speak to the presenter
of this video.



Areas Covered by Project

¢ Avoidance disclosures in CH accounts, not disclosed to HMRC
* Dividends disclosed in CH accounts not to HMRC
¢ Dormant accounts filed at CH, trading accounts with HMRC or vice versa
*  Estimated/provisional figures at CH, not HMRC
*  Fictitious accounts filed at CH
* Differences in figures between CH and HMRC accounts
* Incorrect accounts filed e.g. incorrect regime/out of date accounting standards

*  Abuse of Employment Allowance and VAT Flat Rate Scheme (Mini Umbrella Companies) 17,116

HM Revenue
&Customs



Results / statistics

* 7 new avoidances cases identified re disclosures in CH
accounts only (5 were LLPs) with tax at risk of £1.75m

* 101 companies disclosed dividends to CH not to HMRC.

* 133 companies filing dormant accounts at CH when clearly not
dormant (31 March 2017 period end only)

* 295 companies with estimated figures in CH accounts did not
submit final figures — compared with HMRC

» 7 fictitious sets of accounts identified plus 4 HMRC ghosts

* 435 companies different figures for accounts signed on same
day.

* Over 3,500 companies submitting accounts under an incorrect
regime or using out of date accounting standards.

R
HM Revenue
&Customs



Dormant HMRC trading Company’s house




Net asset Differences

The CH accounts net assets and P&L reserve figure is £292k lower than the HMRC figure. Both sets of accounts have been approved by the director on the same day. Also, both sets of accounts have a
signed accountants report. The firm of accountants XXXXXXX accountants. They refer to themselves as Chartered Accountants. On 7 November 2018 an amended set of accounts were filed at CH, showing

the same figures as the HMRC accounts (they also had the same date of approval as the original accounts). The original accounts were filed on 22 December 2017 at CH. Why would the company wait over
10 months to file amended accounts at CH? and why would these accounts still have the same approval date as the original accounts?

HM Revenue
&Customs



Extract from CH accounts

Naotex 2017 2016
£ £

Fixed assets
Intungible ussets, 0 0
Tangible ussets: 2 34,100 do161
Investments: 0 0
Totul fixed sssets: 34,100 40,161
Current assets
Stocks: 27,007 19,396
Debtors: 65,773 54,568
Cash ut banle und n hand: B31,435 ¥26,242
Investments: 0 0
Potal current assets: 924,215 200,206
Crreditors amounts falling due withing one year: (232,935) (253211
Net current asscts (Habilities): 091280 (16,995
Totul asscts loss current Tiabilitios. 725,380 687,156
Creditors: wmounts Talling due alter more than one yeur: ] 0
Provision for liabilities: 0 0
Uotal net asscts (linbilities): 725,380 6R7,156
Cupital und reserves
Called up share capital: 10 10
Share prenvium account: 0 0
Onher reserves: 0 (8]
Profit and loss account. 725,370 HET 1406
Shareholders fundys: 725,380 OH7.156

HM Revenue
& Customs



Extract from HMRC accounts same company same year submitted same day

2017 2016
Note £ £ £ £
Fixed assets
Tangible assets 5 34,100 40,162
34,100 40,162
Current assets
Stocks 27,007 19,396
Debtors 6 65,773 54,568
Cash at bank and in hand 241,526 236,031
334,306 309,995
Creditors: amounts falling due
within one year 7 -232,935 -253,211
Net current assets 101,371 56,784
Total assets less current liabilities 135,471 96,946
Net assets 135,471 96,946
Capital and reserves
Called up share capital 10 10
Profit and loss account 725,370 687,147
Shareholders funds 725,380 687,157
Suspense account -589,909 -590,211
135,471 96,946

HM Revenue
&Customs
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Dividends Company’s house accounts not HMRC

The sole shareholder and director of this company - UTR xxxxxxxxx, received dividends of £73k in the period ended 30
September 2014 and £327k in the period ended 30 September 2015. He has not submitted any recent personal tax returns
and has therefore not paid the tax due on the dividends Tax due

Per Fame xxxxand xxx each own 45.45% shareholding, M1 xxxxg and M2 xxxx each own 4.54% shareholding. Their 2016/17 SA ITR's dividend income equates with the figure
in column F. However both xxx’s are liable to higher rate and their dividend figures do not represent the their shareholding.

Gary zzzzzzz - UTR — zzzzzzzz wns 50% of the shares. | checked SA and he has not submitted a 2017 SA return and has not
disclosed any dividends on his 2016 SA return. Therefore there appears to be tax outstanding on around £85k of
dividends. The other shareholder is lan mmmmmm - xxxx. Like Gary he hasn't submitted a 2017 SA return, and not
disclosed any dividends on his 2016 return.

Director is Judy xxxe - NINO 1xxxxxxx5. Can't trace on SA. She received £136kin dividends from her company which is now
dissolved. She is of Singapore nationality. The company made profits of £137k and didn't file any CT returns with HMRC
and didn't pay any CT.

Shareholders are xxxxxxs x- UTR zzzzzz. Per his 2017 personal tax return, he only disclosed dividends of £5k. Nicholas zzzzz-
UTR xxxxxxxxshares in the company. It looks like dividends have been underdeclared. The company has recently received

a strike off notice. In the accounts, the accountants are listed as BBB- Chartered Accountants. They are also shown as the

agents of the shareholders/directors on SA. Can it be considered misconduct by the agents if they failed to submit correct
personal tax returns?

100,000

60,000

30,000

30,000

15,000
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Box Plots are useful for

comparing large volumes of
data:
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First year of accounts 2017. What's wrong with this page?

£ £
Fixed assets
Intungible assets, 0 0
Tangible ausets: 2 34,100 40161
Investmients: 0 0
Totul fixed ssscets: 34,100 40,161
Carrent assetrs
Stocks: 27,007 19,396
Debtors: 65,773 54.568
Cash ut bunle and n hand: B31,435 826,242
Investments: LU O
Potol curvent assets: 924,215 SO0, 206
Creditors: amouants falling duae withing one year: (232,935) (253211
Net curvent asscrs (Habilitios): 091250 a6 995
Totul asscts losy current Tabilitios: 725,380 687,156
Creditors: amounts fallimg due alter more than one yeur: LU 0
Provision for labilities: o o
Uotal net assets (linbilities): 725,380 687,156
Cuapltal and reserves
Cualled up shave capital: 10 (K8
Share premaum account: O 0
Onher reserves: o0 O
Proftit and loss account. 725,370 HRT 140
Shareholdoers fands: 725,380 OR7.156

HM Revenue
& Customs



Questions

* Karen Fox
* Martin Smith

* Thanks
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