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Update

Requirement to correct
The requirement to correct (RTC) provisions require taxpayers 

who have undeclared UK tax liabilities relating to offshore assets 

to correct that position by providing the relevant information  

to HM Revenue and Customs (HMRC) by 30 September 2018. 

RTC applies to income tax, capital gains tax and inheritance tax 

involving offshore matters or transfers where liabilities arose 

before 6 April 2017. To encourage taxpayers to correct any 

offshore tax non-compliance before 30 September 2018, there 

are increased penalties for any failures to correct by that date. 

Where there are uncorrected historical liabilities, there may, post 

30 September 2018, be a liability to a Failure to Correct penalty 

(FTC – see below) set at a minimum of 100% of the tax due. 

Who is caught by the RTC?
The RTC applies to UK tax liabilities arising from income or 

assets held outside of the UK including, amongst other things:

• income from financial assets or real estate;

• income arising in connection with offshore structures;

• remittances to the UK;

• dividends paid offshore; and

• carried interest.

Why has HMRC brought in the RTC?
Since the introduction of automated information exchange, 

HMRC has had access to an increasing amount of information. 

The worldwide standard for information exchange – the 

Common Reporting Standard – becomes fully effective later this 

year and the introduction of these new RTC measures has been 

timed to coincide with this.

Time limits
Where a taxpayer is subject to the RTC provisions the ‘normal’ 

HMRC assessing time limits are also extended and frozen as at 6 

April 2017 until 5 April 2021. This means that the usual 20 year 

assessing HMRC time limit can be extended to 24 years in cases 

of deliberate understatement and 10 years where the taxpayer 

is shown to be careless, instead of six years.

Requirement to correct and  
failure to correct

Failure to correct
If taxpayers fail to correct historical understatements prior to the 

RTC deadline, the failure to correct (FTC) penalties will apply. 

The range of penalties will be as follows:

1. A standard tax geared penalty of between 100% – 200% 

of the uncorrected tax liability (known as ‘Potential Lost 

Revenue’ or PLR). 

2. An asset based penalty may also apply where the tax at 

stake is £25,000 or more. This penalty will be the lower of: 

a. 10% of the value of the asset giving rise to the FTC 

penalty tax; or

b. ten times the PLR.

3. Where assets or funds have been moved in an attempt to 

avoid RTC, an offshore asset move penalty of 50% of the 

amount of the standard penalty will apply (in addition to 

the standard penalty). 

The maximum theoretical FTC penalty is 1300% of the tax due.

In addition to the penalties above, if the tax involved exceeds 

£25,000 and the taxpayer deliberately failed to comply with the 

RTC requirements, HMRC may also ‘name and shame’ the 

taxpayer by publishing their details online.
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Penalties are not based on behaviour
Whereas most tax penalties are based upon taxpayer behaviour 

(for example, penalties are normally imposed only where a 

taxpayer has failed to take reasonable care) the FTC penalties 

are not calculated on this basis. FTC penalties may be imposed 

for inadvertent errors. Examples include:

• remittances of overseas income and gains;

• UK source income in offshore accounts;

• purchase of UK assets using foreign income or gains;

• benefits from offshore trusts; and

• 10 year IHT anniversary charges.

No FTC penalty will be chargeable where the taxpayer has a 

reasonable excuse for failing to correct the position, but any tax 

due will still be payable together with any interest due. Where a 

taxpayer has acted upon independent advice which it was 

reasonable for him to rely upon, then in most cases that will be 

enough to avoid a penalty risk. Please note however that in 

some instances, particularly where there are what HMRC 

considers to be ’avoidance arrangements’, HMRC may consider 

the advice to be from an ’interested party’, and the advice may 

be ’disqualified’ under the RTC provisions, so that an FTC 

penalty is due despite advice having been taken. For this reason, 

those with complex tax affairs may wish to seek an independent 

‘health check’ before 30 September so as to ensure a robust 

defence to any penalty risk.

How can Moore Stephens help?
The level of risk depends of course on the degree of uncertainty. 

If you have straightforward tax affairs or have been well advised 

in the past, its likely you will need to take little or no action. 

However, where there is uncertainty or complexity then a 

second look will be timely. 

Where liabilities are identified, there are a number of routes to 

certainty before the deadline. A disclosure opportunity called 

the Worldwide Disclosure Facility is presently available and our 

team can support you to clients bring your tax affairs up to date 

on the best available terms.
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