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UK CAPITAL GAINS TAX
FOR NON-UK RESIDENTS

What is the issue?

Changes in the UK tax rules are inadvertently affecting Guernsey

residents. Read on to find out if you may be affected.

Who is affected?

You may be affected if you have an investment portfolio (especially if

it is discretionary) or if you hold investments directly. This could be

either in your own name or via a company that you own.

What type of investments matter?

It is relevant to anyone holding investments with links to UK property

and this is part of the problem as UK property interests can be hidden

within certain types of investments (see below). So, you may not know

that you hold a relevant investment and, equally important, you may

not know when it has been sold if your portfolio is managed by

someone else.

How do I find out if I hold investments that are affected?

Speak to your portfolio manager as they will be able to let you know

whether any of the investments are UK property rich. If you do not

have a portfolio manager then you can ask your tax adviser.

What happens if I hold these types of investments?

Holding the investments is ok - it is when the investments are sold that

the potential issue arises.

For any Guernsey individual or company holding investments with links to UK property
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What happens if they are sold?

You will need to work out if there has been a rise in value between the date of purchase and the date of sale,

report the disposal to HMRC and pay any tax due. This disposal must be reported within 30 days for individuals or

three months for companies.

How do I report it to HMRC?

Speak to your tax adviser or read on for more information.

What happens if I report it late?

Penalties will be applied even if no tax is due and this is covered in more detail below.

Disposals caught by the new rules

Recent changes to the taxation of gains realised by non-UK residents have taken many people by surprise.  In

particular, the punitive penalties for failure to report disposals of indirectly held property have hit investors who

had no idea they had triggered a chargeable event.

The problem is often two-fold. Firstly, many are not aware that the CGT charge has been extended to include

indirect disposals or, if they are, it is not clear which investments are affected.  Secondly, shares are often held

within an investment portfolio and, if there is a discretionary arrangement with the portfolio manager, they may

not know that disposals have taken place.  Some portfolio managers have been proactively advising their clients

when chargeable disposals have been made but we are seeing many cases where the manager is not doing this.

Evolution of the UK Capital Gains Tax regime

Prior to April 2015

Non-UK residents had not been subject to UK Capital Gains Tax (“CGT”) on their UK investment property gains

whilst UK residents always have been since CGT was first introduced.  Since April 2015, the scope of UK CGT has

been extended to non-UK residents, bringing the UK in line with many other jurisdictions in Europe and around

the world.

From 6 April 2015

The CGT charge was widened to include disposals of UK residential property by non-UK residents. The Non-

Resident Capital Gains Tax (“NRCGT”) rules applied to individuals, trustees, offshore companies and non-UK

resident partnerships.

From 6 April 2019

The NRCGT charge was extended to cover all direct and indirect disposals of UK property or land.

Definition of Indirect Property

An indirect property holding is defined as “a right to assets that derive at least 75% of their value from UK land”.  

So now commercial property and shares in certain investments that hold UK property are also caught.

However, disposals by Guernsey residents of shares that are traded on a recognised stock exchange such as

REITs are not taxable as the Double Taxation Agreement effectively exempts them and they do not need to be

reported.

Basis of tax calculation

Tax is only payable on the increase in value since the change in law, so a rebasing of the property or shares to

the April 2015 or April 2019 value is allowed with the pre-change gains being exempt from tax. Equally, there

are restrictions on the use of any losses relating to the period prior to the change of law. Other reliefs are

available such as main residence relief if you have lived in the property at any time.
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Reporting obligations

Reporting is mandatory whether a gain or a loss is made or whether there is any tax to pay, although certain no

gain no loss disposals, such as those between spouses, do not need to be reported. The mechanism by which they

are reported depends on whether the seller is a company or an individual (see further details below).

The reporting regime for individuals

Mechanism

Disposals must be reported online, and any tax paid, within 30 days of the sale. The tax payment is based on the

factors known at the time. There may be other disposals in the tax year or other factors that subsequently

change the tax due.

Penalties

If you miss the 30-day submission deadline there will be a penalty. If you miss the deadline by up to six months,

you will get a penalty of £100. If it’s more than six months late, a further penalty of £300 (or 5% of any tax due

if greater), and if more than 12 months, a further penalty of £300 (or 5% of any tax due if greater). This means

that a couple could be fined as much as £1,400 even if there is no tax to pay.  In addition, if you’re late in making

the tax payment, interest will be charged.

Other Considerations

If the individual is a Self-Assessment taxpayer then disposals also need to be declared on the CGT pages of their

annual Self-Assessment tax returns for the relevant years.

The reporting regime for companies

Mechanism

Disposals of direct residential property by offshore companies between 6 April 2015 and 5 April 2019 were

reported and taxed under the NRCGT regime.

Non-resident companies subject to UK tax on their income were migrated from the Income Tax regime to the

Corporation Tax (“CT”) regime from 6 April 2020.  However, disposals of property and land by non-resident

companies have been chargeable to CT instead of CGT (and, where appropriate, ATED CGT) a year earlier, from

6 April 2019. 

Companies needed to register for CT within three months of the date of sale for any disposal between 6 April

2019 and 5 April 2020.  A CT accounting period of a single day is effectively created each time a disposal is

made.  A Corporation Tax return is required for each accounting period.

If the company does not receive rental income from their UK property investments as may be the case if, for

example, they are not holding property directly but only indirectly via shares in REITs, then they will continue in

this way to notify HMRC and complete a CT return each time a disposal is made.

Non-UK resident companies that receive rental income after 6 April 2020 will already be completing CT returns

to report and pay tax on their income.  Property disposals after 6 April 2020 would therefore be reported via the

company’s normal annual tax return and prior notification is not needed.

Any CT payable is typically due three months and 14 days after the end of the disposal and interest is charged on

late payments.

Penalties

There are penalties for not telling HMRC that the company is liable for CT and these are variable based on the

amount of tax that is involved as well as the seriousness of the failure.

F E B  2 0 2 1  |  N I M B U S  U K  C A P I T A L  G A I N S  T A X  F O R  N O N - U K  R E S I D E N T S  F A C T S H E E T

UK CAPITAL GAINS TAX FOR NON-UK RESIDENTS  (CONT'D)



Once a notice to submit a CT return has been issued, there are also penalties for the late submission of the CT

return if submitted after the deadline specified on HMRC’s notice.

Things to consider doing now

Ask your portfolio manager to notify you as soon as they sell shares in UK property rich companies on your

behalf and if any have been sold to date that you may have missed.

Ask your accountant to review your portfolio to identify which investments will be chargeable if sold and how

much the chargeable gains or losses would be if they were to be sold now. 

If you decide that you don’t want this type of investment in your portfolio, ask your portfolio manager to avoid

them.

Questions
If you have questions on any of the above, please contact us:
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+44 (0) 1481 244059

tax@nimbus.gg


