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If you are a UK taxpayer with offshore assets or a trustee 

of an offshore trust that owns (or has owned in the past) 

UK assets, you may be affected by the new 

"Requirement to Correct" ("RTC") regime which has 

been launched by HM Revenue and Customs ("HMRC") 

to require those with undeclared offshore assets to declare 

them on or before 30 September 2018, or risk strict 

penalties being applied. In this bulletin, we aim to help 

you identify whether you are affected and what action 

you may need to take. 

Background 

The RTC regime was introduced as part of the Finance 

(No.2) Act 2017 and creates an obligation on UK 

taxpayers to notify HMRC, by 30 September 2018, of 

any "offshore non-compliance". Failure to disclose on or 

before this date will result in a new "failure to correct" 

("FTC") penalty which is likely to be far higher than the 

standard penalty regime, with the ability for HMRC to 

charge 200% of the tax involved. Criminal penalties 

could also be applied. 

If the offshore non-compliance is not declared to HMRC 

via the RTC, HMRC are very likely to become aware of 

it via the "Common Reporting Standard", a global tax 

information exchange regime whereby HMRC will 

receive, by 30 September 2018, tax data on UK taxpayers 

from the tax authorities of over 100 jurisdictions. It is in 

the taxpayer's interest to come forward with the 

information voluntarily than risk HMRC finding out via 

this route. 

Offshore non-compliance 

There is "offshore non-compliance" if income tax, capital 

gains tax or inheritance tax is owed to HMRC in respect 

of: 

 income, assets or activities outside the UK; or 

 income, sale proceeds or assets which were received 

abroad or transferred abroad before 6 April 2017. 

"Non-compliance" covers a failure to include the offshore 

matter or transfer in a tax return, or making an inaccurate 

declaration of that matter or transfer in a tax return. 

The length of time that HMRC can look back to penalise 

offshore non-compliance varies according to the 

particular tax at stake, broadly starting from four years 

but, in the case of inheritance tax, the assessment period 

can be unlimited. 

 

Who is affected? 

The following are potentially affected: 

 any UK taxpayer or trustee who owns or holds 

offshore assets; 

 any UK taxpayer who has an interest in offshore 

assets (such as a beneficiary of an offshore trust); 

 any UK taxpayer who has moved income or the 

proceeds of sale from a UK asset, offshore; 

 trustees of offshore trusts with UK tax liabilities; and 

 executors of a UK domiciled person who held 

offshore assets at death. 

Assets could include overseas bank accounts, property 

and timeshares, art and antiques, life assurance policies 

and pensions, the benefit of a debt and offshore trust 

interests. 

Examples 

Overseas holiday home 

Sarah is a UK taxpayer and has a holiday home in France 

which she rents out when she is not using it. The income 

she receives is paid into her French bank account and not 

declared to HMRC. This amounts to offshore non-

compliance and should be reported to HMRC under the 

RTC. 

Inherited overseas assets 

Paul was domiciled in the UK when he died. His son 

Henry was the executor of his estate. Paul's estate 

included £200,000 in a bank account in the Cayman 

Islands which Henry inherited. Henry did not disclose 

this asset to HMRC in the estate's inheritance tax return, 

nor is he declaring the interest on the bank account as part 

of his personal tax return. Both failures should be 

disclosed under the RTC. 

Trust assets 

David is a trustee of an offshore trust set up by his 

brother Michael when he was UK domiciled. The trust 

owns a villa in Italy and a bank account in Jersey. The 

trust is subject to the inheritance tax ten-year charge in 

respect of its assets due to Michael's UK domicile. David 

failed to complete an inheritance tax return at the trust's 

last ten year anniversary. David has a duty to disclose this 

under the RTC. 
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Non-resident landlord 

Richard moved to Spain in 2011 but owns a UK property 

that is rented out through a letting agent. The letting agent 

deducts basic rate income tax under the "Non-Resident 

Landlords Scheme" and transfers the balance to Richard's 

Spanish bank account. Richard must compete a self-

assessment tax return to declare the further income tax 

due on the rental income as he is a higher rate tax payer. 

He has failed to do this since tax year 2011/12. This 

failure must be corrected under the RTC. 

What if I took professional advice? 

If you have taken professional tax advice in relation to 

your offshore assets and have not declared the asset, 

activity or transfer on the basis of that advice, you may 

have a "reasonable excuse" and will not be subject to 

FTC penalties if it later turns out that HMRC disagree. 

However, certain categories of professional advice are 

disqualified. One such example is professional advice 

that relates to "avoidance arrangements"; that is, 

arrangements where one of the main purposes is to obtain 

a tax advantage and HMRC has not indicated its 

acceptance of the particular arrangement. 

If you have not declared your offshore assets on the basis 

of professional advice and would like to check whether 

that advice would give you a "reasonable excuse", please 

contact us so that we can analyse the advice in question in 

the context of the rules. If you believe no tax is due but 

the advice you are relying on is likely to be disqualified 

and the tax at stake significant, there are options available 

to protect your position. This might include making a 

voluntary disclosure to check that your understanding is 

correct. 

How to make a disclosure 

You can make a disclosure using HMRC's digital 

disclosure service available at www.gov.uk as part of the 

Worldwide Disclosure Facility. In certain circumstances, 

 

 

 

 

 

 

you can also disclose in separate correspondence with 

HMRC or by delivering or correcting a return for the tax 

year to which the non-compliance relates. If you would 

like assistance in making a disclosure, please contact us. 

Summary 

If you are in the category of potentially affected 

individuals above, we recommend you satisfy yourself 

that you are fully compliant to avoid heavy penalties. If 

you are in any doubt, and would like us to conduct a 

review of your offshore affairs, or a trust's UK tax 

liabilities, please contact us. We have a team of offshore 

specialists who can advise you of the options if relevant. 

There is a window of opportunity to make corrections 

before 30 September 2018 and it is unlikely that better 

terms will be offered again in the near future - so anyone 

affected should use this RTC opportunity whilst they can. 
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