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Dear Directors 

Raymond James Funds (the “Fund”) 

UK Reporting Fund Calculations for the period of account ended 31 December 2021. 

Please find enclosed the Fund’s Reportable Income (“RI”) calculations and supporting calculations for the 
above period, a completed Form CISC2 and a suggested template investor report, which includes the 
information required to be reported. 

These documents have been prepared in accordance with the UK Offshore Funds (Tax) Regulations 2009 
(“the Regulations”) and are based on the Fund’s financial statements for the year ended 31 December 2021 
and on information provided by both you and Société Générale Luxembourg (“the Fund Administrator”).  

A list of share classes within the scope of our engagement is set out in the enclosed Form CISC2.  

Key Deadlines 

The deadline for filing the RI information with HM Revenue & Customs (“HMRC”) and reporting to investors is 
30 June 2022, although the Fund will only be in technical breach of the Regulations if it fails to do this by 10 
months after the period end (i.e. by 31 October 2022). However, we would recommend that the reporting 
and filing requirements are met by 30 June 2022 as this is the date any excess RI would be assessable to UK 
tax.  

Key Action Points 

We have set out below the actions that you now need to take.   

1) Please review the RI calculations carefully to ensure they are complete and correct.  If you are 
satisfied that to the best of your knowledge they are complete and correct, please provide 
confirmation that you are happy for them to be submitted to HMRC. 
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2) Following your review and approval of the enclosed RI calculations, you will need to make available 
a report to ‘relevant participants’ – broadly UK resident persons and other offshore reporting funds – 
that contains the information included in the enclosed suggested template.  Please provide a copy of 
the final investor report as this needs to be submitted to HMRC together with the RI calculations 
themselves. Where the Fund reports to investors via a website please also provide us with details of 
the website address 

 
3) Please review the enclosed Form CISC2 and, if you are happy with its contents, please sign and date 

the form and e-mail a signed copy to your Deloitte contact for our onward electronic submission to 
HMRC. 

 
We have outlined at Appendix A specific points that you should consider when carrying out your review of 
the enclosed documents and the technical considerations upon which the RI calculations have been based.  
You should ensure that you read these in conjunction with your review and that you are satisfied that any 
assumptions are valid. 

If you have any questions or comments concerning the above, please do not hesitate to contact either 
Joanne Mawhinney (direct line +44 (0) 20 7007 1781) or myself. 

We look forward to receiving the requested information as soon as possible. 

Yours faithfully 
 

 
 
Gavin Bullock 
 
Deloitte LLP 
 

Appendix A – Specific points to consider when reviewing the RI calculations 
 
Appendix B – Additional information on UK tax definition of an “offshore fund” 
 

Enclosures: 

1) Reportable Income (“RI”) calculations for the period ended 31 December 2021. 
2) Form CISC2. 
3) Suggested template for investor report. 
4) Supporting calculations for the effective interest rate adjustments. 
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Appendix A – Specific points to consider when reviewing the RI calculations 

 

 
Reviewing the RI calculations 

The UK operates a Self-Assessment basis of taxation, such that the signatory of the Return (Form CISC2 in 
this instance) may choose to outsource preparation of the tax calculation but will ultimately need to ensure 
they fully understand the basis on which these numbers have been prepared.  Below are details of the 
technical considerations and assumptions we have taken in preparing the Fund’s RI calculations. 

Please let us know if you require further information regarding these points or if you disagree 
with any of the confirmations provided by the Fund Administrator or with any of our 
assumptions. 

General Assumptions 

 For UK tax purposes a distinction is drawn between trading and investing.  Where the transactions 
undertaken by a reporting fund are treated for UK tax purposes as investing, the realised and unrealised 
gains/losses are treated as capital and excluded from RI.  However, where the transactions are treated 
as trading, such gains/losses would be included as additional income in the RI calculation. 

 For a UCITS (or equivalent) fund, realised and unrealised gains/losses from certain types of transactions 
can be treated as investing, and therefore capital, when the Genuine Diversity of Ownership (“GDO”) 
condition is met. 

 The GDO condition effectively requires that a fund is widely marketed and not restricted to a closed group 
of investors.  Fund documentation should specify: the intended categories of investors; that the fund will 
be widely available; and that the fund will be marketed and made available in such a way as to reach and 
attract the intended categories of investor.  Further, the fund must actually be marketed and made 
available in accordance with the undertakings in the fund documentation.  Neither the specification of the 
intended investor categories nor any other terms governing participation in the fund should have a 
limiting or deterring effect. 

 
 We have prepared the RI calculations on the basis that the Fund is a UCITS and have assumed that it 

meets the GDO condition.  
 

- If the GDO condition is not met, it may be necessary to review the Fund’s activities to ensure that it 
was investing (and not trading) in the period, and that the realised and unrealised gains/losses could 
be treated as capital. 

 Based on confirmations provided by you and the Fund Administrator we have based our calculations on 
the following: 

- The Fund does not have any wholly owned subsidiaries nor does it own 95% or more of any 
underlying company; 

- The Fund did not invest in offshore funds that have reporting fund status in the period; 
- The Fund did not invest in offshore funds that are non-reporting funds in the period; 
- No distributions were made to investors in relation to the reporting fund share classes in respect of 

the period. 
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Inactive Share Classes 

 The Fund Administrator has confirmed that the following reporting fund share classes were inactive 
during the period ended 31 December 2021.  Therefore, we have not prepared any RI calculations in 
respect of these share classes as there was no statement of operations activity during the period.  This is 
disclosed on the Form CISC2. 
  

Reliance on the data provided by you and the Fund Administrator 

 The Fund Administrator has provided us with the allocation of the relevant statement of operations 
figures for each share class of the Fund. In preparation of the RI calculations we have not sought to 
review the information provided by you or the Fund Administrator, and have relied on the information as 
being accurate and complete. You should ensure that you are satisfied that the figures have been 
accurately allocated to each reporting fund share class on a reasonable basis. 

 
Adjustments for Capital Items 

 We have treated all realised and unrealised gains/losses as capital in the calculation of RI on the basis 
that the transactions undertaken by the Fund are investing rather than trading.  

 
Disallowable Expenditure 

 We have treated Transaction costs as capital in nature on the basis that they directly relate to the 
acquisition or disposal of investments. 
 

 We have treated Taxe d'abonnement as capital in nature on the basis that it is a tax on the capital value 
of the Fund. 

 We note from our review of the Fund’s Financial Statements that the Fund incurred performance fees 
during the period, which are included as a deduction in calculating net investment income. Please note 
that amendments have been made to the Regulations which no longer allow to be a deductible expense 
when computing the Reportable Income for reporting periods beginning on or after 1 April 
2017. Therefore, we have adjusted the reportable income calculation to treat performance fees as a 
disallowable expense under Regulation 65.  Please let us know if you have any questions in this respect. 

 We have assumed that no other expenses that are treated as revenue in the financial statements fall 
within the definition of capital expenses per the Regulations, which are: 

- Expenses directly related to the acquisition or disposal of investments; 
- Costs related to the setting up, merger or dissolution of the Fund; and 
- For reporting periods beginning on or after 1 April 2017, sums payable or allocated to the manager 

of the Fund calculated by reference to an increase in the net asset value of the Fund (i.e. 
performance fees). 

 Derivatives 
 
 The Regulations require that the Total Comprehensive Income (or local GAAP equivalent) be adjusted to 

exclude any returns that would be treated as capital (as opposed to revenue) under the IMA SORP. 
 

 In considering whether any adjustment is required under Regulation 64, we have considered both the 
treatment of derivatives described in the IMA SORP and also how UK funds typically apply those 
recommendations. Generally, UK funds would not bifurcate the revenue component of the return from 
derivative contracts where it would be immaterial from an audit perspective – broadly measured at 
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approximately 0.5% of NAV.   We have adopted the same approach in the preparation of the RI 
calculations, which is intended to be pragmatic and consistent with UK market practice. 
 

 Where certain derivatives are held but no details are available in relation to the income yield of the 
underlying reference assets, we may estimate yield to determine the likely materiality of any potential 
adjustment. In this period we have used an estimated yield of 3%. To the extent this does not indicate a 
material amount of income we may not make further adjustment in calculating RI.  

Forwards 
 
 Under the IMA SORP, the return from forward exchange contracts may require bifurcation of deemed 

income amounts where the forwards are used to generate income or to hedge particular income streams. 

 We understand that forward exchange contracts are used by the Fund to protect capital against 
adverse/unexpected foreign exchange movements rather than specifically for income generation 
purposes. 
 

 As the fair value movement is recorded in realised/unrealised gains/losses in the financial statements, 
accordingly no adjustment has been made in the RI calculation in respect of forwards. 
 

Credit Default Swaps (“CDS”) 

 Applying the principles of the IMA SORP, in certain circumstances, premium income received or amounts 
paid in respect of protection sold or bought may fall to be considered revenue in nature. This will 
generally depend on the nature of the protection sold, i.e. default, non-payment of coupon or mixed.  
 

 The Fund Administrator has confirmed that the CDS contracts are held for income generation purposes 
and that the associated premium income / expense is recorded in net investment income in the financial 
statements. On this basis, no adjustment has been made in the RI calculation. 

 
Options 
 
 Under the principles of the IMA SORP, premium income received in respect of options contracts that 

were written out of the money, may be required to be treated as revenue.  
 

 We understand that no options were written out of the money in the period. On this basis, no 
adjustment is required in the RI calculation. 
 

Futures 
 
 The IMA SORP considers that there may be a revenue return inherent in the calculation of the final price 

contained in a future contract. To that effect, it is necessary to consider whether any adjustment to take 
account of such deemed income is necessary in the calculation of RI.  
 

 We have estimated net income/expense relating to futures that have been held by the Fund for two or 
more consecutive quarters with the same, or substantially the same, underlying reference asset. This is 
to determine where there might be a material amount of income to be included in the calculation of RI. 
As above, where we do not have specific yields, we have used an estimated yield of 0.75% applied to 
the notional value of open quarterly positions. To the extent available we have sought to offset a 
financing charge either per the contract or based on the LIBOR rate of the relevant future’s country of 
listing.  

 
 As the resulting estimated revenue yield is immaterial in the context of the approach set out above, no 

adjustment has been made in the RI calculation. 
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 Please ensure that you are comfortable that the positions on which estimations have been made are a 

reasonable reflection of futured exposure through the periods. 
 
Adjustments for Effective Interest Rate Accounting 

 You have confirmed that the Fund does not operate effective interest rate, or equivalent, accounting in 
the preparation of its financial statements.  Therefore, an adjustment is required in the RI calculation to 
treat as interest income the difference between the purchase price and the expected redemption price 
over the expected life of any fixed income holdings.  This difference can be apportioned over the life of 
the holding by any reasonable method that takes into account the full expected gain or loss on the asset 
and gives a reasonably comparable result to the effective interest method. 

 
 We have prepared a calculation of the required adjustment on the basis of straight line amortization 

based on the information provided by the Fund Administrator.  The adjustment has been allocated 
between share classes on the basis of bond interest income between each class.  You should review the 
calculation of RI to ensure that the figures are reasonable and that you are satisfied that the adjustments 
have been allocated to each share class on a reasonable basis.  

 
Debt Interests in non-UK Limited Partnerships, trusts, real estate investment vehicles and pooling / finance 
vehicles, funds 

 We have identified a number of investments in such vehicles in some of the sub-funds which hold bond 
instruments during the reporting period.  From the year end portfolio listing in the financial statements, 
it would appear that such holdings are standard (non-preference) coupon-bearing debt interests, which 
would not contain any rights to participate in the profits or losses of the underlying entities dependent 
on their performance.   On this basis we have not treated the holdings in LPs as offshore funds and 
therefore no adjustment is required.  Please satisfy yourself that this is a reasonable assertion. 

 Adjustments for Equalisation 

 The reporting fund share classes have elected to operate full investor specific equalisation for UK 
Reporting Fund purposes. 

 
 We have prepared calculations of the fund level equalisation adjustments for each reporting fund share 

class based on information provided by the Fund Administrator.  You should ensure that you are 
comfortable with the adjustments shown in the enclosed RI calculations.  We would be happy to provide 
further details of our calculations on request. 

 The Fund has elected to report equalisation on subscriptions to investors using the actual daily 
equalisation per unit.  Please note that it is the Fund’s responsibility to report equalisation on 
subscriptions to investors before or with the investor reports. We have included the equalisation per unit 
amounts as an appendix to the suggested template investor report, which we have calculated based on 
information provided by the Fund Administrator.  Please ensure you are comfortable with the amounts 
calculated. 
 

Reporting to investors in share class currency   
 

 You will note that the reportable income calculations are prepared in sub-fund currency in order to allow 
reconciliation to the financial statements and the processing of any adjustments. However, the excess 
reportable income per share shown on the investor report is presented in share class currency.  We have 
converted the reportable income calculations using the average exchange rates for the reporting period. 
The average exchange rates we have used have been calculated based on source data from Bloomberg 
and/or Reuters. 
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The Report to Participants 

 You should note that the report to participants remains the responsibility of the Fund Manager.  For your 
reference however, we have enclosed a suggested report template (which includes the information 
required to be reported to participants). 

 The Regulations permit you to report to participants in one of the following ways: 
 
- By post; 
- Electronic communications; 
- Via a website that is accessible to all relevant investors and HMRC; or 
- Publishing the report in a newspaper that is published in English and readily available in the UK. 

Form CISC2 

In signing this form, you are also signing a declaration confirming that each reporting fund has complied 
with the obligations and general duties of being a reporting fund as specified by Regulations 53 and 58.  For 
your information, Regulation 53 is the regulation which covers the initial application and Regulation 58 
governs the general duties of a reporting fund, which are: 

1) to prepare its accounts in accordance with the undertakings in the original application (in this case 
under Luxembourg GAAP); 

2) to provide a computation of its RI; 

3) to provide reports to investors; and 

4) to provide information to HMRC annually. 
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Appendix B – Additional information on UK tax definition of “offshore fund” 
 

 
The UK reporting fund regime applies only to those entities that meet the definition of offshore fund for UK 
tax purposes.  Special adjustments need to be made in the calculation of RI where there are holdings in 
other Offshore Funds (“OSFs”).  It is necessary to first determine whether a holding constitutes an OSF 
entity and then consider which of the three potential adjustments is relevant to each underlying OSF.  

Definition of an Offshore Fund for UK tax purposes 

 The definition of an offshore fund is contained in section 355, Taxation of International and Other Profits 
Act 2010 (“TIOPA 2010”).  It is, broadly, a non-UK resident corporate, trust or contractual based scheme 
which is a “mutual fund”.  

 
 A mutual fund is defined in section 356 TIOPA 2010 and has three key characteristics, namely: 

- Enables collective participation in pooled assets;  
- Participants do not retain day to day control of the assets of the scheme; and 
- A reasonable participant expects to realise their investment on a basis calculated entirely (or almost 

entirely) by reference to NAV or a recognised index.  

Exceptions to the definition of an Offshore Fund for UK tax purposes 

 There are prescribed exceptions but these are generally only relevant to funds that are not open-ended 
securities schemes.  However, for completeness we set out below the broad conditions under which an 
entity may be excepted from the definition of an OSF, above.  

- A reasonable participant expects only to realise their holding on the termination of the OSF; and, 
either 

- The OSF has no determinable end date (for termination, dissolution or liquidation); or 
- The OSF does not generate a return equivalent to money at interest and one of the following sub-

conditions applies: 
o None of the underlying assets produces income (dividends, interest, rental or similar 

return); or 
o The participants have no rights to the income generated by the OSF; or 
o The OSF must credit or pay the income to the participants and a UK resident individual 

would be charged to income tax on the amounts credited or paid.   
 

Implications of holding shares / units in other OSF 

 Where a position is held in another OSF that is a Reporting Fund, we will ask you to provide to us the 
investor reports that the underlying fund manager sends to you, so we can include any required income 
adjustment in the RI calculation.  

 
 Where the underlying OSF is not a Reporting Fund, there are two potential treatments that can be 

adopted: 

- Realised and unrealised gains/losses in respect of the underlying OSF are treated as income (rather 
than capital) and included within the RI calculation.  Where there are net realised/unrealised losses, it 
will be necessary to monitor how those losses have been offset – either in the current year or carried 
forward to be available for relief in future periods.  

- Alternatively, where “sufficient information” is available we may be engaged by you to perform a 
notional RI calculation for the underlying OSF.  There is no statutory definition of “sufficient 
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information” so this will need to be determined on a case by case basis depending on the details of 
the underlying OSF’s strategy when considered in light of adjustments required under the UK 
reporting regime.  Any notional excess RI of the underlying OSF is then included in the RI calculation. 

The above Appendix is designed to provide some background information as to the options available to you 
within your UK Self Assessment return.  We have detailed above, in Appendix A the treatment adopted in 
the current draft calculations but are happy to discuss with you any queries or requests for alternative 
treatment you may have. 
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Appendix C – Additional information on characteristics of a UK REIT 
 

 
The below sets out additional detail for your information in relation to the characteristics of UK REITs.  

A REIT constituted outside the UK could, given certain characteristics, constitute an offshore fund (“OSF”) as 
defined in Appendix B.  However, in practice HMRC have stated that in determining whether a non-UK REIT 
is an OSF they consider arrangements akin to a UK Property Authorised Investment Fund (“PAIF”) to fall 
within the definition, while those akin to a UK REIT would be out of scope. 

There are six characteristics of a UK REIT (other than requiring UK tax residency) to be considered in light of 
positions held in overseas REITs, broadly: 

 Not an open ended company 
 Listed on a recognised exchange 
 Not ‘close’ for UK tax purposes (i.e. not a company with five or fewer participators or any number of 

participators who are also directors of the company) 
 Has a maximum of two share classes 
 Holds at least three rental properties (and has no one property representing 40%+ of the company’s 

value) 
 Distributes 90% of the REIT profits 

 

 


