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BACKGROUND

WHAT ARE THE REPORTING REQUIREMENTS?

The Common Reporting Standard (CRS) is a global legal
framework for the automatic exchange of information
between multiple jurisdictions. Based on the United States
FATCA legislation, the goal of CRS is to allow tax authorities
to obtain details of financial assets held abroad by their
residents.

Charities who are FIs need to provide information to
HMRC on “reportable account holders” on an annual
basis. Reportable account holders are likely to include
beneficiaries; for more information please refer to the guides
listed at the end of this briefing. Charities are required to
gather certain information on account holders, including
the account holder’s name, address, tax residence, tax
identification number and, for individuals, date of birth. If the
account holder is an entity rather than an individual, then
the entity will also need to specify whether it is a financial
institution itself.

CRS affects charities differently depending on whether
or not the charity falls into the definition of a “financial
institution” (FI). If a charity is an FI, it needs to comply with
the CRS in two stages: firstly, by gathering the necessary
information relating to defined “account holders”; and
secondly by reporting relevant information to HMRC.

An account holder will be reportable if they are tax resident
in a country which has signed up to CRS (there are 101 in
total, including the UK).

If a charity is not a financial institution, it will be an “active
non-financial entity” (ANFE) and will not be subject to any
due diligence or reporting requirements.

The first reporting deadline for CRS is 31 May 2017, by which
time reporting charities will need to report information on any
individuals and entities who were ‘account holders’ in 2016.

IS YOUR CHARITY A FINANCIAL INSTITUTION?
Broadly speaking, if a charity gets most of its income
from donations and grants, it is unlikely to be a financial
institution and will be considered an ANFE with no further
action required.

NEXT STEPS FOR CHARITIES
Charities should ensure that they understand their
categorisation under CRS, and reporting charities (FIs)
should check that they are gathering the relevant information
that they will need to report to HMRC by 31 May 2017.

At the other end of the spectrum, endowed charities which
receive the majority of their income from investments
managed on a discretionary basis by a professional
investment manager are more likely to be a financial
institution.

Reporting charities may also wish to consider the data
protection law implications of holding personal data relating
to account holders, and confirm that they have taken all
necessary practical steps to ensure they are compliant.

Generally, a charity will be categorised as a financial
institution if 50% or more of its income derives from
investments in financial assets and all or part of its financial
assets are professionally managed. The definition of
professionally managed would include assets managed by
Quilter Cheviot under a discretionary mandate.

We are not tax advisors and this guidance is provided on
a best endeavours basis. If there is any remaining doubt
concerning the charity’s reporting responsibilities, further
advice should be taken from a suitably qualified tax
professional.
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USEFUL GUIDES:
Association of Charitable Foundations and Charity Finance
Group: http://www.acf.org.uk/policy-practice/commonreporting-standard
HMRC: https://www.gov.uk/hmrc-internal-manuals/
international-exchange-of-information/ieim404700
STEP - https://blog.step.org/2017/01/26/crs-and-charitiesjanuary-2017-update/

CONTACT US:
Quilter Cheviot
One Kingsway
London
WC2B 6AN
t: +44 (0)20 7150 4200
w: quiltercheviot.com

Investors should remember that the value of investments, and the income from
them, can go down as well as up and that past performance is no guarantee of
future returns. You may not recover what you invest.
Quilter Cheviot Limited is a private limited company registered in England with number 01923571,
registered office at One Kingsway, London WC2B 6AN. Quilter Cheviot Limited has establisheda
branch in Dublin, Ireland with number 904906, is a member of the London Stock Exchange, is
authorised and regulated by the UK Financial Conduct Authority, is regulated by the Central Bank of
Ireland for conduct of business rules, under the Financial Services (Jersey) Law 1998 by the Jersey
Financial Services Commission for the conduct of investment business in Jersey and by the Guernsey
Financial Services Commission under the Protection of Investors (Bailiwick of Guernsey) Law, 1987
to carry on investment business in the Bailiwick of Guernsey. Accordingly, in some respects the
regulatory system that applies will be different from that of the United Kingdom.
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