
I—I
BDB PITMANS

BEIS CONSULTATION: CORPORATE TRANSPARENCY AND REGISTER REFORM —5 MAY

2019 TO 5 AUGUST 2019

RESPONSE FROM SOS PITMANS LLP

By email to: tran;parenqyindtrust©beh.qov.uk

Thank you for the opportunity to respond to the BEIS consultation on corporate transparency and
register reform. The response from the BDB Pitmans LLP Charities team is set out below. Our
response is framed in terms of the impact of the proposals on the charity sector in England and Wales
(although we expect that similar points would apply in respect of the charity sectors in Scotland and
Northern Ireland).

If you have any queries regarding this response or would like to discuss any points, please contact
Nicola Evans (nicoIa€’vtts(ahdbpmansom).

About BDB Pitmans LLP Charities team

We have a long-established charities practice, advising charities across the spectrum, whether large or
small, operating locally, nationally or internationally. We are involved in the establishment of numerous
charities each year, as well as on mergers and incorporations of charities, in each case advising on
suitable legal forms and structures according to the specific circumstances of the case and helping with
regulatory compliance, including making filings to Companies House and the Charity Commission. We
also assist in establishing non-charitable trading subsidiary companies of charities.

Responses

General comments

We understand the arguments for transparency and accuracy of the register — the charity sector is
accustomed to these principles (and accountability).

We think it would have been more helpful if the consultation document had set out more plainly the
current concerns and why these proposals are being made at this time. The consultation document
makes only superficial reference to the scale and likelihood of the risk of UK companies being used for
crime (and no reference to the cost of fraud), with the overall impression that the vast majority of that
data is accurate (although the same conclusion appears to be drawn in the FATE report on money
laundering). A recent article in the Guardian by Oliver Bullough, “How Britain can help you get away
with stealing millions: a five-step guide” (https://www.thequardian.com/world/201 9iiul/05/how-bntain-
can-h]you-get-away-with-steaIing-rniIlions-a-five-step-quide), sets out a different and more worrying
picture of the data in Companies House rcords.

For those responding to the consultation, that presents a difficulty. The concern is that the proposals
may lead to a significant increase in cost, delay and administration for those dealing honestly with
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Companies House, as well as potential new lines of invasion of privacy and risks of data protection
breaches; without a realistic idea of the scale of the problem and where the weaknesses lie f at least as
far as is known), it is difficult to gauge whether the proposals would be successful in targeting the
criminals and, it so, would strike the right regulatory balance in imposing only such administrative
burdens as are necessary to address the problem. This difficulty is exacerbated by a lack of detail
about what many of the proposals would mean in practice for those seeking to use Companies House
services (as well as for those working for Companies House).

We are mindful in this respect that charitable companies and their trading subsidiaries represent a
relatively small percentage of companies on the register. As a result, they tend to get swept up in any
reform proposals designed principally to address other types of companies, which take little or no
account of the impact on charities. An example is the PSC regime which can be difficult to interpret in
many charity scenarios (as explained below). At the same time, charitable companies often have little
administrative support, but have extra costs and administration in dealing with the relevant charity
regulator and charity law in addition to company law regulation. In the context of the proposals in this
consultation paper, it should also be borne in mind that, almost without exception, all individuals in
relation to a charity whose personal details appear on the Companies House register will have no
financial interest in the company.

As noted below, it is not clear from the consultation document how the proposals would apply to postal
applications (which charitable companies tend to need to do at incorporation because they use bespoke
articles and usually apply not to use “Limited” in their name).

In considering its response to the proposals, therefore, we would ask that government considers the
full range of companies and individuals who might be affected, carry out a full impact assessment (with
further consultation/engagement with relevant groups as necessary) and, above all, satisfy itself that
the reforms will be effective to address the problems that lie behind the consultation without placing
unnecessary burdens on the law-abiding.

Part A: Knowing who is Setting up, Managing and Controlling Corporate Entities

Chapter 7 - The case for verifying identities

07. Do you agree with the general premise that Companies House should have the ability to
check the identity of individuals on the register? Please explain your reasons.

As indicated in the general comments above, the consultation document does not set out a very clear
case for the proposal here.

• The consultation document notes that the vast majority of the personal information on the
register is accurate and the typical UK company is ‘not a high risk entity”. (The FATE report
draws a similar conclusion).

• It is not clear, however, how reliable that view is — e.g. whether Companes House currently
has capacity to judge the accuracy of the information submitted to it.

• It is also not clear that the proposal would be effective in deterring abuse. E.g. what would be
the capacity of someone capable of mounting an international fraud/money laundering scheme
to bypass any verification process?
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Similarly, the consultation document notes that those using the register in their business
dealings would “still need to do their own due diligence checks appropriate to their needs”,
suggesting a lack of confidence in the effects of any verification exercise in ensuring the
accuracy of the register.

We consider that a better case for verification is made in the Guardian article referred to above, from
which we can understand why some form of verification - if accurate, accessible, speedy and secure -

would be appropriate.

It is also unclear exactly what would be involved, in practice, in any verification process. The natural
concern, as indicated above, is a risk of the imposition of an expensive and administratively time-
consuming process, which may or may not work, leading to potential delays, as well as expense, for
the law-abiding but without any reassurance that it will stop the criminals. (It is possible, of course, that
whatever process might be adopted would be easier and quicker than the current processes).

We would suggest that a process be identified which the government is satisfied would work and be
secure and then a further consultation is held explaining the impact of the proposed process for users,
together with detailed proposals for implementation (given the starting-point, where information relating
to well over 6 million directors, 8 million shareholders and 4 million PSCs is on the register, which is not
currently checked for accuracy).

We would also suggest that BEIS and Companies House liaise with the DCMS and Cabinet Office in
respect of the latters’ current Call for Evidence on Digital Identity, which appears to promote a “privacy-
centric” approach — we assume that a consistent approach should be taken across government and all
public sector bodies.

Q2. Are you aware of any other pros or cons government will need to consider in introducing

identity verification?

For charitable companies, a number of points arise here.

Duplication

• As the consultation document notes, the individuals concerned will in many cases
be handing over their personal data to other agencies — third party agents, banks
and other regulators and government agencies. Adding in another agency adds cost
and administrative burden for such entitles to no obvious benefit where the same
information has been suppled elsewhere — especially as charities are also regarded
as low risk.

• In particular, for charitable companies, the directors already supply relevant
information to the Charity Commission as part of the application to register the charity
(although registration with the Charity Commission usually takes place after
company formation). We understand that the Charity Commission carries out a
check on that information (e.g. to check that the individual is not disqualified), which
the Commission appears to consider sufficient for such purposes. Unlike for
Companies House forms, such as APO1, the charity trustees of a charity applying to
register with the Charity Commission are each required to sign a declaration of
eligibility. The same is not true for subsequent appointments (although the person
inputting the information is usually required to make a declaration that the information
submitted is accurate).
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• Whatever information is required, we suggest that it should only have to be supplied
once. The relevant regulators/registrars can then cross-reference as necessary.

Logistics

• Some charities have 20 or more charity trustees (the charity trustees are the directors
where the charity is a company), almost always volunteers, often spread out
geographically, including overseas, and with their own day jobs and commitments;
having to collate/update/file such information for everyone can be a significant
challenge and an extra cost for the charity.

• Depending upon how such a verification process would work, the concern is that it
could make it unfeasible for some otherwise suitable and qualified candidates to be
appointed as charity trustees/directors and/or it could deter charities from adopting
the company model, e.g. if not all the charity trustees/directors had whatever
documentation was required for verification or were able to access a means to go
through the verification process.

• As noted above, charity incorporation is by postal application — the implication is that
a charity applicant may need to juggle digital verification with postal application.

• There would also be concerns that there would be delays, both in gathering the
documents necessary for a verification process and in going through the process.

• Risk

• The drive towards ever greater data gathering and exchange, as exhibited in the
consultation document, leads to a build-up of data (often very sensitive data) across
an increasing number of institutions; with that, there can be a growing sense of
unease over the security of that data.

• There is a natural (and legitimate) concern that the more such data is required, stored
and moved around, the greater the risk of data security breaches. This is a particular
concern for directors of charitable companies who, as noted above, will in almost all
cases be volunteers — they are not creating the company for their own profit — and
where the charities often work in sensitive areas where the directors (and others
involved in the charity) can be exposed to abuse. For example:

• the charity (and its founders and directors) may be targets for hate crimes
or co-ordinated campaigns of harassment;

• the charity may relate to gay rights and those involved in running it may be
targets, e.g. for regimes where homosexuality is illegal;

• charity trustees/founders w[ o have undergone a change of name (e.g. in
domestic abuse cases) and/or gender may be reluctant to hand over data
which may disclose their former details. (We appreciate that there are
proposals on this point elsewhere in the consultation).

We refer again to the current Call for Evidence on Digital Identity, which appears to be considering
some of these issues in the context of identity verification.
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03. Are there other options the government should consider to provide greater certainty over

who is setting up, managing and controlling corporate entities?

The article referred to above notes the existence of numerous entries in Companies House records

which appear to be fictitious (e.g. Mr Xxx and addresses given as “Mmmmmmmmmmmmmm

Mmmmmmmmmm” and the like), It also reports research by Global Witness of multiple PSC entries

where the PSC is under the age of 2, and the example of 5 individuals each controlling more than 6000

companies. It seems that Companies House should have the facility to search its records for such

anomalies or risk flags for proper investigation, which should go some way to cleaning up the data.

In respect of control of corporate entitles, we understand that the PSC regime was brought in to address

that issue, but it seems that it is not achieving its purpose in part because of the lack of verification of

the information submitted. We think that there is an additional issue here which applies particularly for

charities, namely that the PSC provisions can be difficult to interpret and apply for charities. It is

perfectly possible for charities with ostensibly the same structure to reach different conclusions about

what to enter in the PSC register.

This point was illustrated at a Companies House seminar on the regime in May 2016.

• It was noted that, in awareness sessions held between the Charity Commission and Companies

House, the Charity Commission and Companies House representatives reached opposite

conclusions as to who were the PSCs in the common scenario where the directors of a

charitable company were also its members - the Charity Commission assumed that all the

directors were PSCs, while the Companies House view was that none were PSCs.

• When asked at that seminar which it was, the leader of the Companies House compliance team

replied “Probably either one”; he accepted that some charities will put all the directors down

while others will say they have no PSCs.

This difficulty of interpretation and application of the provisions could lead some to conclude there are

discrepancies in charities’ entries, rather than a difference in interpretation which was acknowledged

(and apparently accepted) from the regime’s origins.

Assuming the aim is for greater consistency of information on the PSC register, it would be helpful if

there was relevant guidance aimed specifically at charities and their wholly owned trading subsidiaries,

covering common scenarios and the many different legal forms that charities may take.

Chapter 2 - How identity verification might work in practice

04. Do you agree that the preferred option should be to verify identities digitally, using a leading

technological solution? Please give reasons.

We do not consider it possible to answer this question without detail of the proposed solution and its

implications. The consultation document sugdests that research on this point is in early stages and

there is no information on important aspects such as how the proposed solutions would work in practice,

how accurate they might be or on security.

It might be that the new process might be streamlined and become much easier in comparison with the

current process (which seeks a great deal of personal information about an individual), perhaps asking

for less but better targeted information (in line with the “privacy-centric” approach referenced in the

19219115.1 5



Digital Identity Call for Evidence), If so, that would appear to be an improvement — but that information
is not presented in the consultation.

The consultation document suggests that the cost (2 — £6 per individual) is “inexpensive”. The basis
for such an estimated cost is not clear from the document and it is also not clear how long the cost
would be kept at that level. It should be remembered that such a cost would in many cases be
duplicative of similar exercises carried out elsewhere (e.g. by banks or legal advisers) and would be in
addition to the administrative time and cost for the applicant. With the number of people required to be
verified, the cost could mount up quickly over time, which would be a concern for charities, especially
with the proposed increase in other fees arising from the proposals.

If, however, as suggested in the Digital Identity Call for Evidence, verification was a one-off process
that was then capable of being used elsewhere, the exercise could turn out to be cost-effective for the
user.

05. Are there any other issues the government should take into account to ensure the
verification process can be easily accessed by all potential users?

We would expect that, in line with GDPR obligations and the privacy-centric approach indicated in the
Digital Identity Call for Evidence, the government would ensure that any verification process introduced
is no more burdensome, costly or invasive than is strictly necessary to achieve a proper policy objective.

Any alternative proposals for accessibility will need to be compliant with anti-discrimination legislation
(e.g. age, disability, religion) and available at no greater cost or inconvenience. As such, we would not
consider that requiring use of a legal professional (as suggested in the consultation document) would
be a suitable alternative to dealing with Companies House digitally.

06. Do you agree that the focus should be on direct incorporations and filings if we can be
confident that third party agents are undertaking customer due diligence checks? Please give
reasons.

If the perceived risk is in respect of those individuals/entities which have not gone through UK money
laundering processes (e.g. because they have not instructed regulated third party agents and/or have
not yet opened a UK bank account), it makes sense to focus on that risk.

However, if the aim is to target those individuals whose details appear on the register but who have not
been verified by money laundering checks, we are not sure that such a focus would be wide enough.
E.g. depending upon the circumstances, where application to register a company is made through a
third party agent, it is not necessarily the case that all the directors of the new company will have had
their identities verified under UK money laundering regulations before the registration application is
made.

07. Do you agree that third party agents should provide evidence to Companies House that they
have undertaken customr due diligence checks on individuals? Please give reascfns.

It depends on what is proposed for providing such evidence. We understand a need for balance here
between not duplicating existing checks and addressing identified risks.

We are not sure that the approach suggested at paragraphs 72 and 73 of the consultation document
gets that balance right — it appears to duplicate (and add to) the current process by requiring the third
party agent to supply a copy of the information held by the third party agent as a result of its carrying
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out the checks, but, as noted above, might not result in all individuals being verified (assuming that is
the aim).

Q8. Do you agree that more information on third party agents filing on behalf of companies
should be collected? What should be collected?

It makes sense that Companies House should have appropriate contact details from those making
filings, so that any queries can be dealt with.

“Third party agents” appears to refer to firms or companies, but the consultation document here
suggests that information would be collected on individuals at such firms or companies. We would
assume that it should be sufficient to verify the third party agent and then for the third party agent to be
responsible for permitting use of its code/identifier by individuals for making filings. In this respect it
should be noted that, in anything but the smallest organisations, the person who “presses the button”
on a filing will often be in an administrative role working under the supervision of the person responsible
for the client/customer file.

Paragraph 76 of the consultation document appears to refer back to the previous section on the
information on checks carried out by third party agents, rather than information about the agents
themselves. We understand the calls for greater liaison between Companies House and law
enforcement agencies, however any new processes should not duplicate or cut across the existing
regulatory, compliance and supervisory regimes.

Q9. What information about third party agents should be available on the register?

We think the answer to this relies on the purpose of publishing the information. As we understand it,
the rationale is so that Companies House can have confidence in where the information is coming from
(and/or make checks and liaise with regulators as the case may be) — although such information must
be authorised by the officers of the company. On that basis, the concern appears to be more one for
Companies House than for the public.

If, however, the rationale is to enable links to be made (as in the Guardian article referred to), there may
be a case for some information being available. In that case, we would suggest:

• business name

• business address

• business webs ite (if any) — optional

• a contact telephone number

• email address — optional

• name of reulator (if any).

It should be made clear that the agent is separate from the company and that it is not to be confused
with, e.g. the registered office (although in some cases the agent may act as registered office).

We would have concerns if it was proposed that details of individuals at a third party agent were to be
published on the register, as it would raise significant safety and welfare issues. For example,

19219115.1 7



• we have had instances where campaign groups with an issue with an organisation have found
the name of one of our employees on a Companies House form for that organisation and sought
to target the individual on social media as a means of trying to get at the organisation.

• As noted above, charities often work in sensitive and controversial areas and groups or
individuals which may disagree with those can look to such means to target their grievances.

Chapter 3 - Who identity verification would apply to and when

010. Do you agree that government should (i) mandate ID verification for directors and (ii)
require that verification takes place before a person can validly be appointed as a director?
Please set out your reasons

It is difficult to comment, as it is not clear from the consultation document precisely what would be
involved in verification.

As noted above, we understand (more from other sources than from the consultation document) why
verification might be thought necessary, but we think there could be significant difficulties in requiring
verification is completed before someone can be appointed validly as a director.

We are concerned that the proposal that Companies House would not incorporate a company which
had any director “unverified” would give rise to significant unintended consequences in the charity sector
(where it can already be difficult to find able people willing to be take on the burden of charity
trusteeship). For example:

• Founders may be deterred from using the company model, even though it may be the most
appropriate form for the charity being established.

• Charities may lose out on funding, where they need to establish quickly (the company model
offering, up till now, the benefit of same day incorporation) but a missed document or technical
hitch causes the application to be rejected.

• The charity may be formed with fewer directors than intended if some do not have the relevant
documents or access to the right facilities.

• Charity directors could fall foul of the proposed offence by accident, e.g. by confusing
verification with eligibility for charity trusteeship.

Charities do not usually allow alternate directors, but we wonder how verification would work with
appointment of alternates?

We consider the proposals require more consideration, so as to ensure that whatever is proposed will
be practical and not give rise to unintended consequences (especially in creating numerous accidental
bifences).

Q11.How can verification of People with Significant Control be best achieved, and what would
be the appropriate sanction for non-compliance?

The consultation document asserts that the vast amount of PSC information is accurate, so we assume
the problem here is more of confidence in the PSC register information (because it is not verified) and
the fear of abuse occurring and not being detected.
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It would be helpful to have some more analysis of the scale of the problem to be addressed — e.g. it
seems likely from the figures that a significant proportion of PSCs are also directors, in which case any
verification exercise of directors would presumably also verify the same individuals for the purpose of
their entry in the PSC register. If so, the class of unverified PSCs may then be reduced significantly.

In many cases, it is not clear that the PSC would know they are meant to verify (or what would be
involved in them doing so). Similarly, the directors may not always be able to secure suitable verification
of PSCs themselves.

For charities, as noted above, different PSC register results can be made for analogous situations
because of the difficulties of applying the PSC provisions to charity structures. As suggested above,
targeted guidance would assist in facilitating greater consistency.

Q12. Do you agree that government should require presenters to undergo identity verification

and not accept proposed incorporations or filing updates from non-verified persons? Please
explain your reasons.

We refer to our response at 08 above in respect of presenters at third party agents.

In respect of presenters generally, we think it is important to be clear about the purpose of requiring
presenters to undergo identity verification because we can see the proposal being problematic for a
number of charities.

We consider it could be a problem especially for smaller charitable companies, which do not have ready
access to legal advice and will likely rely upon one or more volunteers to help with administration such
as Companies House filings. There is a risk of such companies missing filing deadlines if no verified
volunteer is available and/or a volunteer does not have access or all the documentation needed to go
through verification.

It is not clear from the consultation document how verification might work for postal applications.
Charitable companies usually have to incorporate by postal application because they use bespoke
articles (and generally apply not to use “Limited” in their name).

The concerns identified in the consultation document appear to be:

• Unauthorised access and filing

• At present, someone with the right authentication code and password can access
the company’s details at Companies House and make relevant filings. That is a
concern if someone obtains those details without authority.

• However, that would be a matter of concern equally for the officers of the company
who are responsible forthe correct information being filed at Companies House. The
importance of security and control pf the authentication details should be impressed
upon the company, just as for ther same details for access to the company’s bank
account and for the equivalent filing services at the Charity Commission (for the
information which appears on the Charity Commission register).

• Incomplete details provided
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• As noted previously, it makes sense for Companies House to have appropriate
means to contact someone who files information, in case there are any queries.

Both the above concerns are understandable and important, but do not necessarily require verification
of the identity of the presenter.

The consultation document refers to verification helping “Companies House to know who is filing
information and to have more and better information about them”, but does not explain why this is
necessary (outside the points above, which can be addressed without verification). Is the greater
concern not over whether the company filings are authorised by the officers (who would presumably
have been verified)?

013. Do you agree with the principle that identity checks should be extended to existing
directors and People with Significant Control? Please give reasons.

As noted previously, we can see why verification might be needed. However, we are concerned that
introducing such checks for existing directors and PSCs would be an enormous undertaking. It is also
not clear that it is feasible to carry out practically at present — the consultation document notes that
Companies House’s system cannot currently recognise links across the same person with different
roles.

We would suggest that other means to address the position might be considered initially, e.g.:

• sweeping the data for obvious red flags, as referred to in our response to 03;

• considering new questions/contirmations in the annual confirmation statement; and

• addressing concerns about false assertions over the preparation of the company’s accounts.

We would also suggest that Companies House should be able to rely upon suitable verification
exercises elsewhere for those companies which are registered and/or regulated elsewhere — e.g. for
charities, would it be sufficient if their details are held by the Charity Commission and the company
appears on the Charity Commission register?

Chapter 4: Requiring better information about shareholders

074. Should companies be required to collect and file more detailed information about
shareholders?

We understand that the proposals in Chapter 4 are not intended to apply to companies limited by
guarantee. We consider that that is the correct approach.

Most (but not all) charitable companies are established as companies limited by guarantee. We do not
consider that the membership of such charities, where the members cannot “own” the companyor have
any share in its profits, should fall within Chapter 4. We are concerned that doing so could impose an
unnecessary additional burden and/or worry on charitable companies.

• Many charitable companies adopt the model where the directors/charity trustees are also its
members. In those cases, any change in members merely reflects a change in the
directors/charity trustees and requiring a filing to that effect would simply duplicate the director
filing.
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• Other charitable companies have a membership wider than the charity trustees. In those, it is
not clear why a filing obligation should be imposed on the charity based simply on the number

of members it happens to have (greater or fewer than 20). If the membership was less than or

close to 20 (some years more, some fewer), the filing requirement could become onerous, but
to no clear purpose.

Similarly, we believe that Chapter 4 should not apply to other not-for-profit organisations which will tend

to choose the guarantee model, such as professional membership associations. The rationale in

Chapter 4 for wanting the shareholder information would seem not to apply to such associations.

Many charities have trading subsidiary companies. These may be established as companies limited by

shares or by guarantee. Where established as companies limited by shares, they would be affected by
the proposals.

• Where the charity is corporate, the charity will usually be the sole member of the trading

company and, as such, the proposal would appear not to impose a significant burden on the
charity or its trading company.

• However, where the charity is not corporate, the shares in the trading company need to be held
by nominees, often one or two individuals who hold on bare trust for the charity.

• In those circumstances, the identity of the individuals is irrelevant for the purposes
of Chapter 4; we consider that it is the identity of the unincorporated charity which

would be relevant (and the more helpful information).

• Where the company is the wholly-owned trading subsidiary of an unincorporated

charity, we suggest that the trading subsidiary should be permitted to register the
charity’s details (e.g. its charity registration number), rather than those of the
nominee shareholders.

We consider it essential that individual shareholder information is protected. We also consider it vital

that such protection is available at no cost to the shareholder.

075. Do you agree with the proposed information requirements and what, if any, of this
information should appear on the register?

We think that there are competing interests to be considered here. Director information is publishable

(within limits) because directors are subject to duties to the company and under company law. Members
are, in general, not subject to such duties.

The stories in the article referred to above about a small number of individuals controlling multiple
companies are concerning. However, it is also the case that not everyone searching the Companies
House register will be doing so with benign intent - the picture described in Chapter 4 of a “searcher”

being able to compile a c1mplete list of an individual’s trading history and all the compnies with which

they are involved raises concerns of increased risks of fraud being attempted against tFat individual by
the “searcher”.

As noted above, we consider that it is essential that personal details such as an individual’s residential

address (and date of birth) should be protected, and at no cost to the individual. We also suggest that
further consideration should be given to the risks to individual shareholders of any information about

them which is published.
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016. Do you agree that identity checks should be optional for shareholders, but that the register
makes clear whether they have or have not verified their identity? Please give reasons.

We agree that identity checks should not be mandatory. We have some concerns that directors may
be placed in difficult positions as to whether or not they should decide to mandate verification (as well
as practical concerns as to how they might do this). It would be helpful for there to be guidance for
directors on how they should make such decisions in the context of their statutory duties. (The duties
of the directors are not mentioned here).

Are there unintended risks here of commercial ramifications for a company which is seen not to verify
or one which makes a decision to do so but then suffers a loss in shareholder investment? Might boards
find they are challenged (and removed) by shareholders who do not wish to verify? Or might certain
shareholders circumvent the requirements by holding through nominees?

Chapter 5: Linking identities on the register

017. Do you agree that verification of a person’s identity is a better way to link appointments
than unique identifiers?

It is another way of getting to the same thing — the consultation document admits (paragraph 120) that
there would be no need for “additional” unique identifiers, because individuals’ details would be
‘connected through a single verified identity record” — it is not clear how this would differ in practice from
a unique identifier.

The consultation document suggests that the individual would be required to verify each time — i.e. it
would not be a “single” record for the individual. If so, we can see that the proposal would be “more
straightforward” and “better value for money” for the government/Companies House, but it seems not
to be for so for Companies House customers.

We agree that the concerns raised at paragraph 118 are likely to materialise. However, we do not
agree that what is proposed here is an alternative to a unique identifier.

018. Do you agree that government should extend Companies House’s ability to disclose
residential address information to outside partners to support core services?

We agree subject to the following:

• confirmation of security of data; and

• Companies House using the new facilities to go back and remove directors’ residential
addresses from historical documents at no cost to the individual, and removing the cost of
removing such data going forward.

The current fee of £55 per document is disproportionate — it can amount to hundreds
of pounds for a director who has been in office some years.

For charity trustees, in most cases they face paying such high fees themselves as it
can be difficult to justify paying it out of charity funds — which can amount to
thousands of pounds of charity money for it to apply to all directors.
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We assume that the updates to the Companies House system will allow such
removal to be done with no or minimal cost to the individual. (If the system was
unable to do such a straightforward “search and amend”, it is difficult to see how it
could be capable of any of the other proposals outlined in the consultation).

Part B: Improving the Accuracy and Usability of Data on the Companies Register

Chapter 6 - Reform of the powers over information filed on the register

019. Do you agree that Companies House should have more discretion to query information
before it is placed on the register, and to ask for evidence where appropriate?

We consider it depends upon what it would mean in practice. The consultation suggests it will be very
wide but the examples given at paragraph 133 are much narrower.

• If confined to clear situations such as set out in paragraph 133, it may be sensible.

• Our concern is that there would be “mission creep” leading to much more widespread use of
queries and setting off “ping pong” correspondence, with resultant delays and additional cost
to customers.

• In particular, we are concerned that there would be delays in updating the register, as well as
increased costs to charities in dealing with queries.

We would not underestimate the very fundamental change suggested in moving away from a repository
of company information (over 175 years) to a more proactive regulatory approach. Such a change,
apart from requiring significant resource input for Companies House and a change of approach for its
staff, is likely to lead to a change in expectation for the public and an increased reliance on published
information (and potential claims if that reliance is misplaced).

It would also be helpful to have more information on what might be considered “suspicious activities” to
have reassurance that it will not catch situations which are merely unusual rather than suspicious — in
this respect, we are mindful that charitable companies are unusual in several respects when compared
to most companies on the register.

020. Do you agree that companies must evidence any objection to an application from a third
party to remove information from its filings?

We consider this would be reasonable provided that the third party application provides sufficient
information to satisfy Companies House that there is a case for the company to answer. Otherwise, we
can see that there would be a risk of groups or individuals seeking to waste company time and cost
money by raising mischievous applications, knowing that the company would have to respond and be
put to proof each time.

We consider there should also be time limits for objections to be resolved.

Chapter 7 - Reform of company accounts

021. Do you agree that Companies House should explore the introduction of minimum tagging
standards?
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We agree it is sensible to explore the subject. However, such exploration must include the cost to
companies (in particular charitable companies) which may not have the relevant software to submit
accounts in that form, or may already use a different software (e.g. to comply with HMRC’s MTD (Making
Tax Digital)).

Any changes must be proportionate, affordable and work with other compliance regimes already in
place.

022. Do you agree that there should be a limit to the number of times a company can shorten
its accounting reference period? If so, what should the limit be?

We can see an argument for a limit on the number of changes which may be made within any defined
period e.g. within a 3 or 5 year period. We suspect there would be a risk of unintended consequences
on an outright limit, so suggest that there should be a discretion to permit shortening in excess of the
limit on appropriate grounds.

Alternatively, or in addition, consideration may be given to relying upon transparency. E.g. the Charity
Commission puts a red box around a charity’s entry on the charity register if the charity’s documents
are overdue, so that members of the public can see that the charity is in default. A similar mechanism
could be displayed on the Companies House register, showing the original accounting reference date
and due date for accounts and the date(s) of any shortening and impact on the due date, so that
members of the public are put on notice of the position.

023. How can the financial information available on the register be improved? What would be
the benefit?

We believe there may be lessons to learn here from the position with the Charity Commission register.
Where charity accounts are required to be submitted to the Charity Commission, the Commission
publishes the accounts as part of the charity’s register entry. The Charity Commission extracts some
information from the accounts and/or the charity’s annual return and displays that information separately
on the register. The aim is to make the information easier to understand for the public. However, the
current position has drawn some criticism, because it risks oversimplification of a complex document
(accounts being detailed and complex) and can be open to misinterpretation. For example, there have
been some stories run in the media which have sought to make claims about what certain charities are
or are not doing, based upon the accounts information but misinterpreting it, giving a false impression
to the public.

The Charity Commission is currently looking at ways it can display more and better information from
the accounts and annual returns. We believe that the sector overall is supportive of expanding the
information displayed, but would be keen to be sure that the information as published is not misleading.

If accounts filed are inaccurate, that would appear to be something to raise with appropriate regulators
and/or law enforcement bodies. E.g. if the company is an English charity, it would be something to
raise with the Charity Commission.

Chapter 8 - Clarifying People with Significant Control exemptions

024. Should some additional basic information be required about companies that are exempt
from People with Significant Control requirements, and companies owned and controlled by a
relevant legal entity that is exempt?

14 19219115.1



We assume that Companies House should know the basis upon which an exemption is claimed (i.e.
which regulated market) so that it can monitor compliance. Whether that information needs to be public
is a different point (although in this case, the information should already be public).

It would be helpful to know the “evidence’ relied upon at paragraph 155 of the consultation document.

Chapter 9 - Dissolved company records

Q25. Do you agree that company records should be kept on the register for 20 years from the
company’s dissolution? If not, what period would be appropriate and why?

We are supportive of retaining certain company records on the register for more than 6 years and
potentially up to 20 years. The period of 20 years risks looking arbitrary in the context of the Fifth Money
Laundering Directive, so we suggest that it should at least be reconsidered in light of the impact of the
10 year maximum in respect of PSC information.

However, we consider that retaining certain personal data, such as an individual’s home address and
full date of birth in historical documents, is not reasonable.

• As noted at paragraph 172 of the consultation document, there needs to be a balance between
enabling people to understand risks and potential abuse and protecting from abuse those
individuals who are required to hand over their information.

• We consider that the point is not relieved by the regulations to make it “easier” to apply to have
the residential address made unavailable, because of the prohibitive cost imposed on such
applications — as noted above, £55 per document mounts up very quickly into significant sums
when the address has been required in multiple documents over the years, especially where
the person may have been involved in multiple companies.

We consider that residential addresses and full date of birth should be excised from older records
without cost to the individual (or at most for a nominal one-off fee).

Part C: Protecting Person Information

Chapter 10- Public and non-public information

026. Are the controls on access to further information collected by Companies House under
these proposals appropriate? If not, please give reasons and suggest alternative controls?

The principles expressed in the consultation sound appropriate, but the detail would need to be seen.
For example, the risk of human error could rise substantially with the proposed significant increase in
transfers of data and sensitive information. If Companies House is to maintain its aim of enabling same
day incorporation and other service delivery aims (which we believe it should), such transfers will be
dealt with under time pressure. Assurances will be needed to demonstrate that Companies House has
systems and controls in place which are sufficiently robust to prevent accidental publication or
disclosure.

Such a database would also likely be attractive to those with malign intentions, so Companies House
will need to demonstrate that it has security systems which can stand up to sophisticated hacking
attacks.
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In addition, suitable statutory controls and safeguards would need to be in place to govern any transfers
of information.

Chapter 11 - Information on directors

Q27. Is there a value in having information on the register about a director’s occupation? If so,
what is this information used for?

We see no value in having information on the register about a director’s occupation.

Assuming the requirement is removed, directors should be able to apply for the information to be
expunged from historical documents at no or minimal cost. (We refer to our comments above regarding
the deterrent cost of the application process in relation to residential addresses).

In respect of the other information currently required:

• Name:

• The proposal to do nothing here rests on other proposals being taken forward and
being successful, which would appear to fi) prejudge the result of the consultation
and (ii) assume the technological solution will work (which the consultation document
suggests is not a given).

• The consultation document notes that the Companies Act 2006 does not require the
full name; however the Companies House form does (e.g. APO1 requires “Full
forename(s)”). The guidance on the form should explain what is required and the
importance of consistency with other Companies House entries.

• We believe there is a risk of confusion where the company is a charitable company,
in that the directors will, as charity trustees, be required (in most cases) from 1 April
2020, to have their “legal name” displayed on the Charity Commission register.

• Charity trustees can apply to the Charity Commission for dispensation from the
requirement for public display, e.g. where display could put in the person in personal
danger — see https:/Jwww.qov. LI k!qciidance/adcl resses-and-trustee-names-in-your
charitys-public-details? utm sou rce=b0345f76-393b-42a8-bfd6-
63f0642b833c&utm medium=email&utm campaign=govuk
notifications&utm content=i mmediate#history

As such, the criteria are not the same as the equivalent dispensation under company
law. It is, presumably, for that reason that, generally, the Charity Commission cannot
grant dispensation where the information is public on the Companies Register.
There is a risk, therefore, that the limited company1 law dispensation can be a
disincentive for some charities adopting the company limited by guarantee model.

We consider that there should be wider grounds for dispensation under company law
and that these should be consistent with the criteria applied by the Charity
Commission.

• We also refer to our comments below, in respect of Q29, regarding other situations
where it can be difficult or dangerous for former names to be disclosed.
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028. Should directors be able to apply to Companies House to have the “day” element of their

date of birth suppressed on the register where this information was filed before October 2075?

Yes, but, as noted above (in relation to residential address), this must be at no cost (or at most a minimal
one-off cost). The current cumulative fees for suppression of residential address are too expensive.

We note that the NUJ are calling for the full date of birth to be restored to the public register. We
understand why their members would want this, but we consider that doing so would represent the
wrong balance between transparency and the risk to the individual.

We also question whether suppressing the day of date of birth is sufficient. It remains a concern that it
is too easy to obtain birthday details elsewhere and match that information with the month and year

details on the register to arrive at the full date of birth.

We suggest that it should not be necessary for a viewer/searcher to know someone’s precise age (and
showing such details may make someone susceptible to age discrimination). E.g. to distinguish

between two individuals who may otherwise share the same details (e.g. a mother and daughter with

the same name using the same service address), an age range would appear to be sufficient.

029. Should a person who has changed their name following a change in gender be able to
apply to have their previous name hidden on the public register and replaced with their new

name?

Yes. Again, this should be at no cost (or at a minimal one-oft cost).

We assume that a process would also apply in relation to asking for “former names” (e.g. at

incorporation and on appointment as an officer). The names will also appear in other documents, such
as old copies of accounts — would the process also apply to such documents?

We consider the process should apply in other situations too, e.g. in cases of domestic abuse where

one party may change their name so as not to be traced by the abuser. Such cases will not necessarily
be able to satisfy the criteria for suppression under the current rules.

030. Should people be able to apply to have information about a historic registered office

address suppressed where this is their residential address? If not, what use is this information
to third parties?

Yes — again at no cost (or at most a minimal one-oft cost). Preferably, the information should be
suppressed automatically without the need for application.

031. Should people be able to apply to have their signatures suppressed on the register? If not,
what use is this information to third parties?

Yes — again at no cost (or at most a minimal one-off cost). Agin, we suggest that the information

shodld be suppressed automatically without the need for application. (It should be clear, however, that
the document received by Companies House was signed).
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Part D: Ensuring Compliance, Sharing Intelligence, Other Measures to Deter Abuse of Corporate
Entities

Chapter 12 - Compliance, intelligence and data sharing

032. Do you agree that there is value in Companies House comparing its data against other data
sets held by public and private sector bodies? If so, which data sets are appropriate?

There may be, subject to further information and there being appropriate safeguards in place and
assurances that the process is accurate and secure.

Proposals for specific data sets and specific public or private sector bodies would need to be consulted
upon separately, setting out the safeguards and assurances.

Q33. Do you agree that AML regulated entities should be required to report anomalies to
Companies House? How should this work and what information should it cover?

No.

We appreciate that there is a (more limited) proposal in this area in the Fifth Money Laundering Directive
(in respect of beneficial ownership! the PSC register). However, there are concerns with that proposal,
some of which are drawn out further below.

As the consultation document notes, the proposal here goes much further. We consider it is
unreasonable and unworkable. For example:

• At what point does the duty apply? Are AML regulated entities required to monitor Companies
House records generally, do a spot-check when carrying out AML due diligence, check
information when instructed to file it or something else?

• How does the AML regulated entity know that there is an anomaly? For example:

• as noted above, different interpretations are possible under the PSC regime — if the
AML regulated entity has a different view on the interpretation from that taken by the
company, is that an anomaly?

• as the consultation document notes, Companies House forms ask for full forenames
but the legislation does not require it; it the AML regulated entity notes that the full
name does not appear on the register entry, is that an anomaly?

• would suspected typos need to be reported?

what standard of proof should the AML regulated entity apply to deciding if there is
an anomaly — do they have to know for certain, merely suspect or something in
between?

It is not clear that carrying out the required AML checks necessarily makes the AML
regulated entity qualified to comment on the accuracy (or otherwise) of the
company’s register entries.
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• It is not clear how the rules would work with client confidentiality and legal profession privilege.
For example, the company may have come to the AML regulated entity for advice on whether
the register details are correct.

• It is not clear how the reporting would work with tipping oft rules under the AML regime — there
is a risk of jeopardising any investigation arising from an AML report.

• There is a risk of duplication of investigations and wasting resources.

• It risks undermining the principle that the company’s officers are responsible for submitting
accurate information to Companies House.

Where reporting is required under AML rules, those reporting should be required to report once; it is
then a matter for the authorities how that information should be used (within the law) — it should be a
process of ‘report once, use as permitted”. We consider that reporting separately to Companies House
would introduce a disproportionate and inappropriate burden and introduce unacceptable risks.

034 Do you agree that information collected by Companies House should be proactively made
available to law enforcement agencies, when certain conditions are met?

This question is too broad and vague to be answered. The consultation needs to give clear examples
and to set out the conditions which would need to be met.

035. Should companies be required to file details of their bank account(s) with Companies
House? If so, is there any information about the account which should be publicly available?

Again, the information in the consultation document is vague, so it is difficult to comment.

We assume the concern is the risk that a company registers directly with Companies House and opens
a non-UK bank account, thereby never going through any UK AML procedures - although it seems that
that concern is meant to be addressed by the verification proposals elsewhere in the document. (The
document refers to the bank account information being “useful” but that does not appear to be the
appropriate test for requiring filing).

It is not clear why any bank account information should be made public on the register. We would be
concerned if the impression was given that having a non-UK bank account was in itself suspicious — it
can be necessary for charities to have non-UK bank accounts for their operations — see for example

1191/Chpter4newdf (Charity Commission, Compliance Toolkit: Protecting charities from harm,
Chapter 4: Holding, moving and receiving funds safely in the UK and internationally) at paragraph 3.2.

Chapter 13 - Other measures to deter abuse of corporate entities

036. Are there examples which ma4 be evidence of suspicious or fraudulent activity, not set ut
in this consultation, and where action is warranted?

Not of which we are aware. However, we assume that Companies House/the Insolvency Service may,
as a result of the proposals, review guidance on director disqualifications. It would be helpful to have
clear guidance on how the director disqualification criteria apply where the director is an unpaid charity
trustee. This is something which will become especially relevant if the case against the Kids Company
directors proceeds to court.
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037. Do you agree that the courts should be able to order a limited partnership to no longer
carry on its business activities if it is in the public interest to do so?

No comment.

038. If so, what should be the grounds for an application to the court and who should be able
to apply to court?

No comment.

039. Do you agree that companies should provide evidence that they are entitled to use an
address as their registered office?

We do not consider we can comment based on the information available in the consultation document
— e.g. what lay behind the 7000 applications? Were these due to errors in applications or deliberate
attempts to use someone else’s address or something else?

If most registrations do not cause a problem, it seems disproportionate to put everyone to the expense
of providing evidence (and more data), if there may be a better solution which would address those
cases where it is going wrong.

040. Is it sufficient to identify and report the number of directorships held by an individual, or
should a cap be introduced? If you support the introduction of a cap, what should the maximum
be?

We understand the concerns raised in the consultation document, but are wary of imposing such a blunt
instrument as a cap on the number of directorships.

It would be helpful to know how it works in those jurisdictions (referred to in the consultation document)
which have imposed a cap and whether those jurisdictions are comparable.

If a cap was introduced, we would be concerned about unintended consequences, including a risk that
people take on the role without being appointed as such, thereby being less transparent. Charitable
companies do not in most cases permit the appointment of alternates, but we wonder how any cap
would interact with alternate appointments?

On current information, therefore, we would favour the ‘identify” approach and would not support a cap.

047. Should exemptions be available, based on company activity or other criteria?

Subject to our response above that we would not support a cap, we would expect there to be exemptions
for third party agents (including individuals at those agents in the course of the agent’s business).

042. Should Companies House have more discretion to query and possibly reject applications
to use a compan, name, rather than relying on its post-registration poweis?

We are aware of occasions where someone has set up a company with a name similar to or the same
as that of an existing charity (e.g. an unincorporated charity), e.g. with the aim of trading on that charity’s
name or as an attempt to set up their own version of the charity where there has been a dispute and a
split within the charity.
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As noted in the consultation document, there are mechanisms in place to require the company in such
circumstances to surrender the name (e.g. via the Company Names Adjudicator). However, it can be
expensive for the charity to pursue such means of redress and there is a very limited costs regime,
meaning that the charity often either cannot afford to pursue the case or ends up out of pocket.

We would support some better means to address such situations. For example, we suggest that at
company registration a search also be made against the UK charity registers (and the deemed list in
Northern Ireland) for the “same name” test and a notification sent to the charity trustees of any existing
charity with a matching name. It may be that it is those charity trustees making the application, e.g.
where an unincorporated charity is incorporating (where the charity trustees create a new charitable
company and transfer the charity undertaking to it), but if not they would have the opportunity to object.
Such a system would not cover all charities, as not all English charities are registered, but it may provide
a more economical means of addressing potential disputes upfront or in early stages.

We would also support review of the Company Names Adjudicator process to ensure it is accessible
and that there is appropriate redress for the successful party.

We would support exploring the possibility of more discretion at registration, but with some hesitation -

we consider that more detail would be needed about how any discretion to reject or delay registration
would apply.

043. What would be the impact if Companies House changed the way it certifies information
available on the register?

No comment.

044. Do you have any evidence of inappropriate use of Good Standing statements?

No comment.

We hope you have found this response helpful. We should be happy to engage further if requested.

5DB Pitmans LLP

5 August 2079
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