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Introduction 

UK Finance is the collective voice for the banking and finance industry. Representing 

300 firms, we’re a centre of trust, expertise and collaboration at the heart of financial 

services, championing a thriving sector and building a better society. 

In September 2025, UK Finance responded to HMRC’s consultation on Better use 

of new and improved third-party data to make it easier to pay tax right first time. 

We appreciate HMRC’s active engagement since then through monthly workshops 

with members to co-develop the policy. Many aspects of this consultation were 

discussed and revised positively along this journey, with some milestones including 

moving from monthly to quarterly for interest income reporting, carve-outs for National 

Insurance Number (NINO) collection on interest-bearing current accounts, the removal 

of dual-reporting, and the exclusion of Payit-type payment services from the scope of 

reporting. 

The response below covers The Data-gathering (Ongoing Data) Regulations 2026 

(our main focus), Draft due diligence, Draft notification to HMRC, Draft interest 

income data schema and Draft card sales data schema. Some comments made 

below reflect what has been discussed and resolved in the workshops; other 

comments are new or unresolved concerns that we ask HMRC to kindly take into 

account when landing the final legislation which is expected to be published in October 

2026. 

Please note that the draft legislation will be cited in this format below.  

General Comments 

Better clarity needed on Scope 

The scope of the new legislation lacks clear definition. The current draft regulations 

have an impact on all UK CRS Financial Institutions (other than Specified Insurance 

Companies) as they are within scope to notify HMRC if they are a Relevant Financial 

Institution (FI). However, the regulations are not clear enough as to what interests are 

in scope for reporting. There needs to be clear definition of in scope interest types and 

how they apply to non-banks, as well as which interest categories are subject to annual 

reporting, which are subject to quarterly reporting.  

Members who are Merchant Acquirers and Payment Facilitators also seek clarity on 

scope and what persons (merchants/retailers) are reportable. Please see comments 

to Schedule 4 below for more information.  

What interests are in scope for Interest Income data reporting?  

https://www.ukfinance.org.uk/policy-and-guidance/consultation-responses/uk-finance-response-hmrc-draft-legislation-third-party
https://www.gov.uk/government/consultations/better-use-of-new-and-improved-third-party-data/better-use-of-new-and-improved-third-party-data-to-make-it-easier-to-pay-tax-right-first-time
https://www.gov.uk/government/consultations/better-use-of-new-and-improved-third-party-data/better-use-of-new-and-improved-third-party-data-to-make-it-easier-to-pay-tax-right-first-time
https://assets.publishing.service.gov.uk/media/6a5505211228eb26a4cab8a6/Draft_Data-gathering_Ongoing_Data_Regulations_2026.pdf
https://www.gov.uk/government/consultations/draft-legislation-better-use-of-new-and-improved-third-party-data/draft-due-diligence
https://www.gov.uk/government/consultations/draft-legislation-better-use-of-new-and-improved-third-party-data/draft-notification-to-hmrc
https://assets.publishing.service.gov.uk/media/6a5f47f5818dea23fa7604ac/Draft_interest_income_XML_schema_ODS.ods
https://assets.publishing.service.gov.uk/media/6a5f47f5818dea23fa7604ac/Draft_interest_income_XML_schema_ODS.ods
https://assets.publishing.service.gov.uk/media/6a5f480b818dea23fa7604ad/Draft_card_sales_data_XML_schema_ODS.ods
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FIs used to have clarity on the scope as HMRC chooses who they issue notices to; 

the current guidance also provides more details on the scope of interest types. This 

changes under the new regime as BBSI and OI will be removed and “combined” into 

one interest income reporting, and the new guidance is yet to be developed. 

The draft legislation (Part 1) defines “financial institution” as: 

“financial institution” means a financial institution under the CRS, other than one which 

is such an institution because, and only because, it is a Specified Insurance Company 

within the meaning of Section VIII(A)(8) of the CRS (defined terms);  

We urge HMRC to clarify which FIs must notify HMRC, as the reference to “Section 

VIII(A)(8) of the CRS (defined terms)” is very broad.  

• The CRS definition appears to bring three categories of entity within scope, 

which we seek clarification: depository institutions, custodial institutions and 

investment entities. Investment entities may include Open-Ended Investment 

Companies (OEICs), pension schemes, certain charitable funds and other 

funds managed by FIs or investment managers.  

• HMRC should clarify whether an investment entity must report interest where 

the relevant fund is held in an investment account with a custodian that is 

already required to report the same amount (which will create double reporting).  

• HMRC should also confirm whether entities that currently receive reporting 

notices may fall outside the new regime, such as vehicle leasing companies 

that pay compensation interest.  

• The regulations should specify which pension arrangements are reportable, 

identify any excluded account types, and clarify the treatment of particular 

circumstances and products, including deceased customers’ accounts, escrow 

accounts and ISAs. 

• It is also unclear how the reporting requirements apply to entities that are not 

FIs but pay interest, for example solicitors holding client accounts that may be 

subject to reporting under the OI regime. Further clarification would be 

beneficial. 

Members also find the scope of reportable “interest” unclear, leaving significant 

confusion over which accounts and interest types fall within scope. For example, unlike 

the clarity given under Income Tax (Trading and Other Income) (ITTOIA) Act, the 

paragraph 12 of Schedule 23 to the Finance Act 2011 (interest etc) does not make it 

clear enough which foreign dividends are treated as interest.  

Members seek clarity on whether these interest types are in scope: 

• Interest paid on loans and debts  
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• Bank interest passed on by a non-bank FI as interest 

• Debt interest in an investment entity 

o Member explained that some investment entities pay interest, such as 

investment trusts and OEICs in some circumstances. Brokers 

custodians may receive these but not necessarily be aware of interest 

element. Members therefore seek clarity on whether brokers custodians 

need to check the details of payment types received for the purpose of 

this reporting – preferably not. If needed, this will result in double 

reporting as mentioned above.  

• Interest gained from approved UK pension plans (registered pension scheme) 

• Where a FI (bank or non-bank) is tax transparent, what their obligation to report 

will be? Is interest treated as reportable to the underlying holders by the FI? 

On a related note, we highlight that the list of “exclusion from ongoing data” in 

Schedule 3 looks very different from the exclusions under current BBSI/OI reporting 

guidance. If HMRC’s intention is to maintain the scope of interest reported, Schedule 

3 must be revised accordingly (please see comments to Schedule 3 below for details). 

Any departure from the current exclusions would impose material change in reporting 

scope and requirements, requiring substantially more changes than was anticipated 

based on earlier workshop discussions. 

Quarterly vs Annually interest income data reporting 

The draft legislation does not clearly distinguish between interest that is subject to 

annual reporting and interest that is subject to quarterly reporting. HMRC should revise 

the legislation to ensure that the categories of interest reportable under each reporting 

frequency are clearly defined and accurately reflected. We have set out below a 

number of areas where clarification is required. We acknowledge and appreciate that 

HMRC has already addressed some of these points through bilateral engagement. 

• We seek confirmation from HMRC that only interest arising on current accounts 

and savings accounts is subject to quarterly reporting.  

o Does this treatment also apply to e-money providers that become FIs 

under CRS 2.0?  

o Are tax-advantaged accounts, such as ISAs, JISAs, LISAs and pension 

accounts, excluded from these specific quarterly interest reporting 

requirements? 

• We request that HMRC revise Schedule 2 paragraph 6 where it references 

investment interest in the quarterly Schedule. This should be removed as 

investment interest should be under annual reporting. 

• The treatment of compensatory interest should be clarified explicitly. In our 

view, compensatory interest should be subject to annual reporting, unless it is 

paid into a current or savings account and therefore falls within the scope of 

quarterly reporting requirements. 
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• Where a custodial institution or investment entity receives bank interest and 

subsequently passes that interest on to its customer, we seek clarification as to 

whether the interest should be reported on a quarterly or annual basis. (annual 

preferred) 

Penalties  

Members appreciate HMRC’s reassurance that penalties will not always be applied 

automatically and a proportionate approach will be adopted during the early phase of 

the new regime. Members also welcome the confirmation that no penalties relating to 

the collection of NINO for existing customers will be applied during the first 2 years of 

the regime (April 2028 to April 2030).   

We recognise HMRC’s intention to simplify the penalties framework by updating the 

existing Schedule 23 penalties to align with modern reporting regimes such as CRS 

and RRDP. However, we strongly argue that any penalty should be proportionate to 

timeliness and volume, simply replicating penalties from other reporting regimes 

without considering the specific characteristics of this regime would not be appropriate. 

Under CRS, FIs have a five-month period between the end of the reporting year (31 

December) and the filing deadline (the following 31 May) to prepare and submit their 

returns. By contrast, FIs reporting third-party data would have only 14 days under 

HMRC’s current proposal, or potentially a few days longer depending on HMRC’s final 

decision on timeliness requirements. Even under the latter scenario, the reporting 

window would remain substantially shorter than that available under CRS. 

Furthermore, the volume of data reported under CRS is considerably lower than that 

required under the third-party reporting regime. For some members, CRS reporting 

volumes represent less than 10% of the third-party data. Applying the same penalty 

regime could lead to disproportionately large penalties. Taken together, the much 

shorter reporting window and significantly higher data volumes reinforce the need for 

a proportionate and pragmatic approach to penalties. 

In addition, members have highlighted a lack of clarity in the draft legislation regarding 

whether penalties would be applied on a per-customer or per-account basis. Members 

strongly believe that where the same incorrect customer information is reported across 

multiple accounts held by a single individual, the FI should be subject to only one 

penalty in respect of that error, rather than separate penalties for each account in 

which the error is repeated. 

Finally, we request that HMRC provide more detailed guidance on how penalties will 

be determined, particularly where the legislation refers to penalties of “up to” a 

specified amount. The guidance should clearly set out how penalty amounts will be 

applied in practice, both during the transition period and on an ongoing basis, including 

the factors that will be considered when assessing the level of any penalty. 
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Draft Legislation: The Data-gathering (Ongoing 

Data) Regulations 2026 

Part 1: Citation, commencement and interpretation 

No response. Please see “General Comments” above for concerns around Scope.  

Part 2: Relevant person’s obligation to provide ongoing data 

3 (1) and (2): No later than 14 days after the end of each tax year / quarterly data 

period, a relevant financial institution must provide to HMRC the relevant financial 

institution’s annual / quarterly ongoing data.  

We understand HMRC seek timely provision of data for internal use and for predicting 

and populating annual Self Assessments for taxpayers. We however respectfully 

challenge whether receiving data in 14 days will deliver sufficient benefit to HMRC to 

justify the significant costs imposed on data providers.  

Members are greatly concerned with the 14 days’ timeline as it gives little room for 

gathering, transforming and testing reportable data, while also going through internal 

governance assurance processes. Data quality may be compromised due to 

insufficient time, increasing the likelihood of errors and therefore the risk of potentially 

large penalties.  

We highlight that this will consequently increase administrative burden on HMRC. As 

submission errors rise, additional communications between data providers and HMRC 

will be inevitable. Any re-submissions would then require further review by HMRC, 

resulting in additional time and resource costs. Allowing a sufficiently long timeline for 

accurate data submission is therefore crucial to reducing inefficiencies and supporting 

both HMRC and data providers. 

We urge HMRC to also consider the interaction with other potentially applicable 

penalties and risks to which data providers may be exposed to, outside of the third-

party data reporting regime, as a result of a shortened submission timeline. Increased 

reporting errors may lead to the inadvertent reporting of information that should not be 

disclosed to HMRC. This, in turn, could expose data providers to significant GDPR 

and data protection risks. To mitigate these risks, data providers should be given 

sufficient time to review, validate and correct data prior to submission. This is crucial 

to ensuring fairness for customers, given that the information reported may have a 

direct impact on their tax positions. Ultimately, ensuring reporting is accurate and 

customer data is properly protected should take precedence over improved reporting 

timeliness. 
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Timeliness for provision of the Interest Income dataset  

For the interest income dataset, shifting to 14 days means FIs need to accelerate their 

data preparation and submission processes to accommodate a reduction in the 

available reporting time by over 80% (down from 85 days). We argue that it is unfair 

to drastically reduce the timeline to report whilst significantly increasing the applicable 

penalty for accuracy errors.  

According to UK Finance’s member survey on timeliness that was submitted to HMRC, 

while a reduction from 85 days is feasible, shortening this timeline will inevitably and 

drastically increase cost of operations. The impact of this burden is exacerbated by 

other HMRC initiatives, including DISA monthly reporting, which is also scheduled to 

commence in April 2028. Many larger-sized members have indicated that both 

reporting obligations are likely to require input from the same specialists and be 

managed by the same teams, further increasing resource pressures. These larger 

members also reflect that, given the large size of customer data extractions and the 

checks required across multiple entities by small reporting teams, a timeline of 14 days 

is almost impossible without significant additional investment.  

According to many smaller-sized members who have even more limited resources, 

the same team (often consisting of only a handful of individuals, and in some cases 

just one or two people, many of whom also perform accounting functions) are already 

experiencing great challenges from all tax reporting aspects lining up in the next few 

months and years. This not only includes DISA and third-party data reporting but also 

changes related to CRS 2.0, CARF, Pillar 2, transfer pricing, and e-invoicing; and on 

top of these, heavy internal tax reporting obligations. These members have explained 

that increasing team capacity is not straightforward, as professionals with expertise in 

both tax and banking are difficult to recruit. Increasing technical resources also present 

challenges, as such FIs often rely on internally built accounting and transaction 

recording systems. Consequently, they may be unable to simply find external vendors 

for timely support in implementing new HMRC reporting requirements. 

We would like to remind HMRC that such smaller-sized members are already 

overwhelmed by their workload and therefore lack representation in the UK Finance & 

HMRC workshops developing this policy. We anticipate that if these members were to 

complete the survey, the responses would be more biased towards a longer-than-30-

day timeline (in contrast to the current survey responses provided mostly by larger 

members indicating that 30 days may be achievable).  

We therefore urge HMRC to instead adopt a 45 days’ timeline for interest income data 

reporting, which reduce the current reporting timeframe by half while still delivering a 

meaningful improvement in reporting timeliness. To support smooth implementation, 

we recommend a phased approach, with an initial reporting deadline of 60 days that 
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is gradually reduced as reporting processes become embedded and initial thematic 

data quality issues are addressed. 

In all, members do not believe that a sufficiently robust case has been made to justify 

this level of investment, particularly given the significant technology enhancements, 

process redesign and operational changes that FIs would need to undertake. We 

therefore encourage HMRC to reassess the necessity and proportionality of the 

proposed timeframe, taking into account whether the incremental gains in reporting 

timeliness outweigh the considerable costs and resource commitments required of the 

industry. 

Timeliness for provision of the Card Sales dataset  

Members who are Merchant Acquirers and Payment Facilitators also find the 14 days 

timeliness practically impossible to meet without significant further additional 

investment, especially for April submissions where manual activity will be more 

constrained due to Easter public holidays. Furthermore, HMRC should be mindful that 

some data providers will be required to submit both the interest income dataset and 

the card sales dataset, resulting in overlapping reporting and operational demands 

every quarter. Therefore, in line with the results of our timeliness survey to members 

who are Merchant Acquirers and Payment Facilitators, we request that HMRC 

considers a reporting timeline of at least 4 weeks (or 30 days).  

Part 3: Ongoing data  

No response 

Part 4: Special identifying information  

13.—(1) In regulation 14, “special identifying information” means—  

(a) in relation to a relevant financial institution, information falling within—  

(i) paragraph 7(b) of Schedule 1, or  

(ii) paragraph 7(b) of Schedule 2,  

other than excluded information;  

(b) in relation to a merchant acquirer, information falling within paragraph 4(f), 

(g) or (h) of Schedule 4.  

(2) In paragraph (1)(a), information relating to the recipient or beneficiary of a relevant 

annual amount or a relevant quarterly amount is “excluded” if—  

(a) the amount—  

(i) is paid by way of compensation, or  
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(ii) arises in relation to an interest-bearing current account;  

(b) the recipient or beneficiary of the amount is—  

(i) an individual who is not entitled to apply for a national insurance 

number, or  

(ii) a trust.  

Paragraphs 13 (1) and (2) cited above appear to indicate that none of the “Special 

identifying information” identified in 13(1) (a) (i) and (ii), namely the DOB, Address and 

NINO, are needed if the recipient or beneficiary falls under 13(2)(a) and (b). This 

includes situations where the interest paid is compensation interest or in relation to a 

current account, and when the recipient is not eligible for a NINO or is a trust.  

This appears to be inconsistent with our understanding of HMRC’s intention. For 

example, we understood that HMRC would expect FIs to still report other information, 

such as DOB and address, for persons not entitled to a NINO. Further clarification on 

this point would be helpful. 

Additionally, clarification is required on whether HMRC intends FIs to collect a NINO 

at account opening, or to conduct remediation activity to obtain one, for investment 

accounts that provide the option of holding interest-bearing investments. If not 

intended, the exclusion list in paragraph 13(2) should be updated to reflect this. Further 

detail on this point is provided in the “Draft Due Diligence” – “NINO for Investment 

Accounts” section below. 

Schedule 1: Annual ongoing data: relevant financial institution  

3. Whether any tax was withheld in relation to the relevant annual amount.  

If Schedule 1 paragraph 3 is intended to be a yes/no binary question, it is unclear how 

data providers should answer where tax has been withheld in respect of only part of 

the relevant annual amount. In such cases, a simple yes/no response may not 

accurately reflect the position.  

We recognise that the draft interest income schema requires the amount of tax 

withheld to be reported through the “AccountTaxDeducted” field, and we believe this 

should be aligned and reflected here in the legislation. Requiring the actual amount of 

tax withheld, rather than a binary response, would provide greater clarity and more 

meaningful information to HMRC. 

5. If the relevant annual amount was paid or credited in relation to an account, the 

following details of the account— …. 

(e) number of persons who are account holders or have been given permission by an 

account holder to make use of the account;  
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We believe Schedule 1 paragraph 5(e) matches directly to the data field 

“AccountParticipants” (Number of account holders) in the schema, which is the row 

before “AccountReportableParticipants” (Number of reportable account holders). We 

assume that HMRC requires both data points to determine the proportion of interest 

attributable to each reportable person, for example in the case of a joint account.  

Given this assumption, members are unclear why paragraph 5(e) is also defined A 

capturing the number of persons who “have been given permission by an account 

holder to make use of the account”.  

This wording appears to encompass individuals such as holders of a power of attorney 

(POA), who may be authorised to operate or access an account on behalf of the 

account holder, but who do not have a beneficial interest in the account or the income 

arising from it. Including such individuals within this count could result in HMRC 

incorrectly attributing or apportioning interest income to persons who are not entitled 

to it. 

We therefore urge HMRC to clarify the intended scope and purpose of paragraph 5(e), 

and to reconsider whether individuals with account access rights, but no beneficial 

ownership interest, should be captured by this requirement. 

The above comment also applies to Schedule 2 paragraph 5(e).  

6. If the relevant annual amount was paid or credited in relation to a security or 

investment, the nature of the security or investment.  

It is unclear what is meant by the “nature” of a security or investment. We would 

welcome further clarification from HMRC on the purpose of this requirement, how 

“nature” should be defined, and how the information is intended to be collected and 

reported.  

For our custodial institution and fund administrator members, this requirement creates 

a potentially unrealistic expectation. Determining the precise nature of a security is not 

always straightforward and can involve complex factual and legal analysis. In many 

cases, custodians and administrators rely on data provided by upstream parties, which 

may be unavailable, incomplete, or received only after reporting deadlines have 

passed. 

We have also been unable to identify a corresponding field within the schema through 

which this information could be reported. The legislation and schema should be 

aligned to ensure reporting obligations are clear. If there is no clear policy rationale for 

collecting this information, we would encourage HMRC to remove this requirement at 

once to avoid the above situation.  

Schedule 2: Quarterly ongoing data: relevant financial institution  
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1. The total amount of interest paid or credited by the relevant financial institution 

during the quarterly data period to—  

We seek clarification on what happens when tax is partially withheld and partially paid 

to an account. In a recent workshop engagement, we presented the below chart to 

illustrate scenarios where a single account would receive taxed and untaxed interest. 

Interest Type / Paid to 
individuals by… 

A non-banking entity A banking entity 

deposit interest Paid Net Paid Gross 

investment income Paid Gross n/a 

compensation interest Paid Net Paid Net 

one-off underpaid deposit 
interest in the case of a 
rectification 

Paid net Paid Gross 

 

We urge HMRC to clarify: 

• When an account received different types of interest during the period, are 

these all reported as aggregation in one line?  

• What happens when there is a mixture of taxed and untaxed interests? As 

mentioned above in comments to Schedule 1 paragraph 3, the draft interest 

income schema requires the amount of tax withheld to be reported through the 

“AccountTaxDeducted” field which could potentially address this concern – but 

this field is not reflected in the regulations.   

Fixed term accounts/bonds 

We recognise HMRC uses “paid or credited” here to mirror the existing legislation, but 

we ask HMRC to better define “paid or credited” in the guidance for Fixed term 

accounts/bonds.  

• For accounts that do not allow earlier access before maturity, interest credited 

in these bonds should not be reported until the point they are accessible. In this 

case, interest type should be “other”, interest frequency should be “ad-hoc”, and 

the figure reported should be an aggregate sum of the period paid or credited. 

• For accounts that allow earlier access (subject to T&Cs), we’d expect them to 

be reported as an aggregate at the end of the reporting period. 

4. The frequency with which interest was paid or credited to or in relation to the 

recipient or beneficiary during the quarterly data period.  

Clarification is required regarding the meaning of “frequency” in this context. An 

interest payment may be one off in the quarter but paid twice a year. Further guidance 

would be helpful to address such non-standard frequency situations. 
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6. If the relevant quarterly amount was paid or credited in relation to a security or 

investment, the nature of the security or investment.  

Securities and investments are subject to annual rather than quarterly reporting. Given 

HMRC’s clarification that quarterly reporting is intended to apply only to interest paid 

or credited on savings and current accounts, Schedule 2 paragraph 6 appears 

inconsistent with this policy intent and should be revised.  

Schedule 3: Exclusions from ongoing data: relevant financial 

institution  

The draft legislation Schedule 3 doesn’t have the same list of exclusions of interest 

and account types currently contained in the existing HMRC BBSI and OI guidance 

notes (see the chart below). Given that HMRC’s intention is to not change the scope, 

we urge HMRC to address the gap in the third-party data legislation or guidance. 

We also highlight that the reporting requirements are currently different for BBSI and 

OI (e.g. only individuals are reported on OI, so a company receiving compensation 

interest would not be reported on OI but BBSI). As both are being brought under one 

schema, HMRC needs to be explicit in regulations and guidance about what must be 

reported. More differences for BBSI and OI exclusions in the current guidance are set 

out in the chart below (where obvious differences are highlighted in green). These 

differences will also apply between the quarterly bank interest reporting and the annual 

OI reporting (for compensatory interest and beyond).  

Interest you do not need to include on a return 

BBSI OI 

You should not report 
interest payable: 

• to persons resident 
outside the UK 

• to central monetary 
institutions and 
international 
organisations as 
described in Appendix A 
of this guide 

• on certificates of deposit 
(including transferable 
paper) 

• on Individual Savings 
Accounts (ISAs), unless 

You should not report interest: 

• paid to non-individual account holders such as 
companies, associations, partnerships and 
clubs 

• only collected passively, for example, where a 
bank clears or arranges clearance of a cheque 
for foreign interest, having taken no steps to 
secure payment of those monies 

• that is not easy to identify as interest 

• on Individual Savings Accounts (ISAs) 

• paid to, or received on behalf of, pension 
scheme trustees, including any self-invested 
personal pension (SIPP) or small self-
administered scheme (SSAS) pension that has 
been registered by HMRC 
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they are invalid or have 
been repaired 

• on investments held at a 
branch situated outside 
the UK 

• on Save As You Earn or 
share save schemes 

• to approved or registered 
pension schemes — you 
do not need to report 
interest paid to the 
trustees of a pension 
scheme, including a self-
invested personal 
pension or small self-
administered scheme 
approved or registered by 
HMRC 

• to the trustees of a non-
resident pension scheme 
for interest on the 
scheme 

• in respect of syndicated 
loan interest 

• on Child Trust Funds or 
Junior ISAs 

• on inter-bank deposits 
(including building 
societies) 

• paid to registered pension schemes, including 
individual pension accounts 

• paid by you on cash deposits at branches 
outside the UK unless that interest is remitted to 
the UK, received (other than passively) and 
you’re acting for a reportable individual 
(read interest directed elsewhere for more 
information) 

• paid on investments, other than cash deposits, 
held at branches outside the UK, unless paid, 
or received (other than passively), by you in the 
UK for a reportable individual 

• that has accrued but has not yet been paid or 
credited 

• on Save as You Earn or Share Save Schemes 

• on National Savings and Investments 
certificates and Children’s Bonds 

• on Child Trust Funds or Junior ISAs 

• that is redemption proceeds of deeply 
discounted securities 

• that is foreign dividends except where the 
distribution is taxed as interest (if you cannot 
immediately identify if the payment or receipt is 
interest, then the distribution is not reportable) 

• that is repossession interest 

• that is manufactured payments 

 

2. An investment or deposit held by a branch of the relevant financial institution 

situated in a territory other than the United Kingdom. 

We note that Schedule 3 paragraph 2 indicates that only accounts with UK addresses 

are in scope (as at present for BBSI and OI reporting). We welcome HMRC’s 

confirmation that, where a UK FI is a UK Branch of a foreign Entity, only accounts 

maintained in the UK Branch are subject to reporting to HMRC under these 

regulations.  

UK address vs. UK Tax residency 

A customer may provide a (temporary) non-UK address to the FI while claiming UK 

tax residency according to their self-certification. In such cases, members assume the 

https://www.gov.uk/guidance/other-interest-returns#interest-directed-elsewhere
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account would not be reportable, consistent with current reporting requirements. 

Conversely, a customer may provide a UK address but not be a UK tax resident. We 

would welcome HMRC addressing these scenarios in the guidance. 

Schedule 4: Monthly ongoing data: merchant acquirer 

Members request that HMRC clearly defines which Merchant Acquirers and Payment 

Facilitators are within scope of the reporting obligations, as well as which merchants 

or retailers are within scope of being reported. If HMRC intends all merchants and 

retailers to be in scope, this should be stated explicitly. If only certain categories are 

intended to be captured, HMRC should clearly define the scope and the criteria for 

inclusion. 

Members have a list of questions around scope: 

• Do the reporting obligations only apply to entities that are UK tax resident? 

• How do the rules apply to merchants that are not corporations (partnerships, 

trusts etc) or not UK incorporated?  

• Are any merchants for which services are provided are excluded from being 

reportable? 

• How do the rules apply to non-UK branches of UK entities and where merchant 

acquiring services are provided entirely outside the UK? 

• Are retailers that are non-UK entities with a UK branch or permanent 

establishment considered reportable retailers? 

• Do the rules apply to non-UK entities with respect to merchant acquiring 

services outside the UK? 

• What are the obligation of Merchant Acquirers in relation to report on Payment 

Facilitators? Is the obligation to report on merchant transactions with the 

Payment Facilitator or with the Merchant Acquirer? 

Data privacy concerns for Payment Facilitators 

A large payment services provider (Payment Facilitator) member raises a concern 

around data privacy if the regulations and definitions are not precise. 

While Merchant Acquirers typically only deal with merchants, some Payment 

Facilitators serve both merchants and non-merchants (individual customers) through 

their payment platforms. This creates a data privacy risk, as Payment Facilitators may 

inadvertently report personal transaction data relating to activities carried out purely in 

a private capacity. 
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This risk is heightened by the fact that the distinction between personal and business 

accounts is not always clear. In many cases, Payment Facilitators are unable to 

determine with certainty, based solely on payment data, whether a transaction relates 

to a business or private activity, as they do not have visibility of the underlying 

transaction details.  

Uncertainty about defining business/personal account could rise in these scenarios: 

• For consumer accounts:  

o Some customers who have a consumer-type accounts could leverage 

functionalities which are typical for merchants/retailers to perform 

business activities. These accounts might be held by persons using this 

account for business purposes like sole traders, influencers etc (until 

they are moved to a business account). 

o On the other hand, some customers use these additional functionalities 

purely for private purposes (e.g. to repay a friend for restaurant bill).  

• For business accounts: some private individuals would have a business-type 

account under certain circumstances but purely for private purposes (e.g. to 

manage payments for a private event like a wedding). 

HMRC should therefore clarify how Payment Facilitators are expected to identify 

reportable merchants. In previous discussions with HMRC’s data-sharing team in 

relation to Schedule 23, some Payment Facilitators agreed practical threshold-based 

approaches with HMRC. For example, where the total value of payments received 

over a specified period exceeded an agreed threshold, this could be used as an 

indicator of business activity. We encourage HMRC to consider adopting a similar 

approach in this context. 

In all, members require objective criteria that can be applied using the data available 

to them, while also taking account of data protection and privacy considerations for 

individual customers. 

Draft schema 

Interest income data 

Field Name Member comments 

Return Type This does not work for data providers who include 

more than one interest type on a return. Even if only 

use for remediations, the payments may contain both 

underpaid savings/current account interest and 
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compensation interest. Some compensation payments 

will be automated into current/savings accounts. 

Interest Frequency This does not give all the options needed (e.g. ad 

hoc), which could be misleading (e.g. one-year fixed 

term bond could be “annual” but will not recur, so 

HMRC may incorrectly extrapolate to the following tax 

year).  

Missing National 
Insurance Number Code 
 

Members need clarity on when they use each code, 

especially when they move from outreach to no 

customer response. 

Account Reporting 
Reference 

Members ask for further guidance on how this should 

be generated.  

 

Aside from the schema itself, we highlight the importance of providing alternative 

submission methods for data providers with lower reporting volumes, similar to those 

currently available under BBSI/OI reporting. We appreciate that HMRC is currently 

exploring different methods of submission, including manual entry and excel 

spreadsheet uploads, which would help support smaller FIs that may not have the 

resources or reporting volumes to justify using the schema. 

Finally, several discrepancies between the draft legislation requirement and the 

schema fields were outlined above, under comments to Schedule 1.  

Card sales data 

Members have identified a discrepancy regarding the “Website” field, which is listed 

as a reporting requirement in the draft regulations (Schedule 4, paragraph 4(e)) but 

does not appear in the card sales schema. We would welcome clarification on whether 

this field is required. The regulations and data schema should be consistent. 

Draft Due Diligence  

Guidance - Verifying Unreliable Information 

Where a relevant person has doubts about the reliability of the information it has 

collected, it will need to consider what next steps to take to verify that information to 

ensure it is correct. HMRC cannot prescribe what these next steps must be… 

We are concerned that the expectations set out in this section place a significant 

compliance burden on data providers, who are required to determine both when 
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information may be unreliable and what additional verification steps are appropriate in 

the circumstances. 

In practice, this is difficult to operationalise, particularly for FIs whose customer 

interactions take place primarily through digital channels. Customer information is 

often collected through automated systems that validate whether data has been 

entered in the correct format, but do not assess whether the information itself is 

genuine or accurate. As a result, FIs may have limited ability to identify potentially 

unreliable information unless specific indicators of concern are clearly defined. 

If HMRC expects data providers to identify and investigate potentially suspicious 

NINOs or other identifiers, it should provide clear, objective criteria to support this 

process. For example, HMRC could specify particular patterns or characteristics that 

may indicate an invalid identifier, such as repetitive or sequential number 

combinations. 

Given the potentially significant penalties associated with non-compliance, we strongly 

encourage HMRC to provide more prescriptive guidance on the circumstances in 

which further verification is expected and the steps that would be regarded as 

constituting reasonable due diligence.  

Guidance - Collecting NINOs for new accounts 

As part of the onboarding process for new customers, relevant persons must request 

the NINO or obtain a declaration from the customer that they do not hold a NINO 

We recommend that HMRC avoid prescribing fixed wording for the customer NINO 

declaration, as FIs require flexibility to tailor declarations across different onboarding 

channels, including both digital and non-digital processes. 

However, to provide certainty and reduce compliance risk under the penalty regime, 

we encourage HMRC to publish either minimum content requirements or model 

wording that FIs may choose to adopt. Where a FI’s declaration incorporates the 

specified core elements, it should be treated as satisfying the relevant requirements.  

If the NINO is not provided within 45 days: 

• relevant persons should consider account closure 

We welcome HMRC’s recognition that account closure may not always be appropriate, 

and that restricting or suspending account functionality (e.g., placing a temporary block 

on customer-initiated transactions until a valid NINO is provided) is an acceptable and 

effective remedy.  
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However, the current drafting creates significant legal and operational ambiguity. In 

practice, this increases compliance risk and may drive FIs towards account closure as 

the only defensible option.  

We therefore recommend that HMRC explicitly confirm that, following the 45-day 

period, account suspension or other appropriate account restrictions, as well as 

account closure, constitute compliant actions.  

Other Considerations  

NINO for investment accounts 

Previous UK Finance & HMRC workshop had the following discussions on NINO for 

investment accounts that are capable of holding an interest paying investment under 

the product features/T&Cs.  

For new customers (after 6 April 2028): 

• The FI will need to request a NINO at account opening, regardless whether the 

client will purchase an interest paying asset or an equity asset. Members agree 

that this would be the easiest approach operationally, rather than having to 

subsequently track actual trading activity post account opening and then 

request NINOs only from those customers that purchased an interest-bearing 

investment.  

For existing customers (before 6 April 2028): 

• Where the NINO is not held, the FI will need to make attempts to get the NINO 

in line with the existing customer requirements. We seek clarification on 

whether this will be required even if the account doesn’t actually hold any 

interest paying investments.  

We ask that HMRC clarify the above in the legislation. It is important to note that FIs 

should only collect information where this is required by law or necessary for the 

management of an account. The legislation should ensure that FIs have a legal basis 

for collecting and processing such information. 

Obtain NINO once an account holder turns 16 

Members also raise a question regarding the treatment of account holders when they 

reach the age of 16 and become eligible for a NINO. HMRC has clarified that all in-

scope accounts remain reportable where a NINO is not held, and that once an 

individual becomes eligible to apply for a NINO, FIs would be expected to take steps 

to obtain it. While we appreciate this clarification, further consideration may be 

required regarding the practical implications. 
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We understand that HMRC’s intention is for account holders who turn 16 and become 

eligible for a NINO after April 2028 to be subject to the same NINO collection 

requirements as pre-existing customers. Specifically, FIs would be expected to make 

two attempts over a two-year period to obtain the individual’s NINO, with that period 

ending when the account holder reaches age 18. However, unlike the outreach 

exercise for the pre-existing customers, which FIs could complete between April 2028 

and April 2030, this approach would create an ongoing obligation for FIs to identify 

customers as they turn 16 and undertake the required outreach on a continuous basis. 

We urge HMRC to set out a simple approach for FIs to meet this obligation. In 

particular, we propose that HMRC directly provide FIs with the NINOs issued to 

customers who have recently turned 16.  

According to Apply for a National Insurance number: Who can apply for a National 

Insurance number - GOV.UK, individuals are normally issued with a National 

Insurance number in the 3 months before their 16th birthday if both the following are 

true: 

• they live in the UK 

• a parent or guardian has filled in a Child Benefit claim form for them.  

HMRC is therefore already identifying individuals who are becoming eligible for a 

NINO and issuing NINOs to this population. Given this, it would be considerably more 

efficient for FIs to obtain the relevant NINO directly from HMRC using information 

already held by the FI, such as the individual’s name, date of birth and address. This 

would reduce the need for repeated customer outreach, ease operational burdens on 

FIs, and improve the accuracy and completeness of the data collected. 

More broadly, we strongly support the introduction of a NINO lookup service that would 

allow FIs to verify or retrieve a customer’s NINO where a match can be made against 

other identifying information. Such a solution has been requested by our members and 

the wider industry for some time and would significantly improve the efficiency and 

effectiveness of the reporting regime. 

However, If the above approach is not feasible, HMRC should consider simplifying the 

process by which FIs contact customers. Rather than applying a rolling two-year 

period based on each individual customer’s birthday, the review period could be 

standardised by reference to the tax year. This would align with existing ISA processes, 

where changes such as age-related eligibility thresholds are administered using a 

standard tax-year framework.  

Draft notification to HMRC 

No response  

https://www.gov.uk/apply-national-insurance-number
https://www.gov.uk/apply-national-insurance-number
https://www.gov.uk/child-benefit
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Next Steps 

UK Finance and its members truly appreciate HMRC’s open engagement and 

collaborative approach in developing the third-party data draft regulations. We look 

forward to continuing to work closely with HMRC to finalise the accompanying 

guidance in advance of the legislation being finalised in October 2026. 

With only 19 months remaining until implementation, the timetable is becoming 

increasingly challenging. As members will require 18 months to build and implement 

the necessary changes, it is important that the remaining policy questions are resolved 

as soon as possible. We would therefore welcome more regular and focused 

engagement with HMRC over the coming weeks and months to help keep 

implementation on track and ensure the new requirements can be delivered within the 

required timeframe. 
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