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USING XBRL IN TAX ADMINISTRATION: THE UK EXPERIENCE 
 
  

The administration of Corporation Tax in the UK is becoming increasingly 

automated.  Before 1990, it was a system almost entirely dependent on paper, 

with human intervention required at all stages including opening envelopes, 

banking cheques and moving files around.  Since then, the pace of automation 

has been increasing and will continue to do so.  The aim is for as much as 

possible of the engagement between Her Majesty’s Revenue and Customs and 

companies and their agents to be digital or electronic.  This will drive down costs, 

reduce the scope for mistakes, and improve customer experience.  Human 

intervention will be focused on complex issues involving the application of 

judgement which only people can do. 

 

A major milestone was passed in April 2011 when, for the vast majority of 

companies, it became mandatory to file their annual tax return online.  In the first 

year, 1.6 million returns were successfully submitted in this way.  In that year, 

nearly 30% of HMRC’s Corporation Tax contacts with companies and their 

agents (including returns, payments and other routine transactions) were digital 

or electronic, and this proportion will increase in future years. 

 

An important feature of the way HMRC has introduced online filing is the tagging 

of the contents of a return in a special format.  XBRL (eXtensible Business 

Reporting Language) is a global standard for the reporting of financial 

information.  It can be applied in preparing accounts, investment analysis, and all 

forms of financial regulation including taxation.  Where a document that is 
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transmitted digitally has its contents tagged in XBRL format, those contents can 

be extracted and analysed by computer, and aggregated with the contents of 

similar documents, without any human intervention (other than the initial 

programming).  There is no rekeying of data, which can be expensive and 

vulnerable to mistakes, and there is a common understanding of what each term 

means. 

 

The software industry has developed a range of packages to enable XBRL 

tagging to be applied to accounts and tax computations.  Some of these do the 

whole job from preparing accounts right through to submitting a return online 

while others apply XBRL tags to accounts that have already been prepared.  

HMRC provides its own free product designed for companies with the simplest 

affairs that might choose not to use an agent; this product is used by about 15% 

of companies submitting returns.  This means that detailed knowledge of XBRL 

itself (which is highly complex) can be confined to the experts who put those 

packages together, leaving tax officials, accountants and other finance 

professionals to get on with their core job with better tools. 

 

The availability of data from accounts and tax computations in XBRL format is 

transforming the way HMRC conducts risk assessment for Corporation Tax.  

Programmes have been designed that compare the relationship between 

different data items in the same return and the same data items in different 

returns that are already producing rich results.  For example, HMRC can get an 

instant analysis of the exchange rate used between particular currencies by 

different companies in the same period, or the ratio between wage costs and 

social security contributions for any defined sector of companies.  These 

programmes will become more sophisticated as more data builds up over time 

and HMRC’s experience grows. 

 

The selection of particular returns for an enquiry remains something that is done 

exclusively by humans, apart from a small number generated at random.  But 
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that selection is increasingly informed by analysis performed automatically by 

computer that points out where the greatest risks of an understatement of tax 

might lie.  The result is that HMRC’s investigative resource is becoming better 

targeted, pushing up the yield from compliance activity and reducing the burden 

on companies whose returns present a low risk. 

 

The use of XBRL is growing worldwide.  The more it grows, the more useful it will 

become and the cheaper it will be to apply.  The software industry will develop 

more products and more experts will be trained.  The UK is a world leader in the 

use of XBRL, and HMRC is the leader in its application for taxation.  Interest is 

being shown in XBRL throughout Commonwealth tax administrations.  If anyone 

would like to know more, they are welcome to contact Roy Warden of HMRC at 

roy.warden@hmrc.gsi.gov.uk. 
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