CIS – Following the Risk


Example 1
Possible ID Fraud/Hidden Workforce

In this scenario Joe the General Builder is a sole trader whose business is based in Bradford.  Joe the General Builder is currently under review.  Joe the General Builder is both a Contractor and a Subcontractor and as a subcontractor he holds gross payment status.  

We must consider all aspects of the Construction Industry Scheme during this review.

This may include extending this review to include looking at the Contractors for whom Joe the General Builder has undertaken works.

During January 2007 Joe the General Builder received payments as a subcontractor from contractors A, B, C and D which amounted to £192,500.  These payments came from Contractors who were located throughout the United Kingdom.  According to Joe the General Builder’s internet site he is a small local family business offering reliable services to private householders.

The payments in the month of January are at variance with those returned during previous months.

As a contractor Joe the General Builder submits an annual SA return showing Construction Industry and wages costs of £20,000 for the year, which included the period above.

Based on the costs returned within SA it would appear that Joe the General Builder, as a contractor, does not have the workforce necessary to fulfil the type of construction contracts inferred by the level of the January payments alone.

Feasibility

· Does Joe the General Builder have an ‘off the record’ workforce?

· Are the areas in which the work was undertaken in keeping with the work history of Joe the General Builder?

· Has Joe the General Builder’s identity been misused? E.g. sold, stolen, hijacked

· Is there any collusion between Joe the General Builder and the Contractors?

· Is there any other reason? E.g. cash extracts, consider supply and fix scenarios which could be genuine

· Is withdrawal of Joe the General Builder’s gross payment status appropriate?

NB Never assume anything always obtain evidence and facts.  This may include considering such a situation from the subcontractor perspective and obtaining evidence directly from them.
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