
From 6 April 2017, anyone resident in the UK for 15 years 
or more will be regarded as deemed domiciled for income 
tax, capital gains tax and inheritance tax.  Currently, anyone 
resident for 17 out of the last 20 years will be deemed 
domiciled in the UK for inheritance tax purposes only. Despite 
these changes, there are still potential tax advantages and 
choices for those who are resident in the UK for less than 15 
years from April 2017. These rules are summarised below 
and should be read alongside our document “Domicile for UK 
tax purposes”.

The remittance basis of taxation
Non-UK domiciled individuals can elect to be taxed on their 
foreign income and gains to the extent that they are remitted 
to the UK (“the remittance basis”). An individual can opt in 
and out of the remittance basis annually depending on their 
circumstances. A note of caution though, even if a remittance 
basis claim has been made for a particular tax year, the 
offshore income and gains of that tax year will remain taxable 
in any future year they are remitted to the UK.

Where the remittance basis is claimed, the tax free personal 
allowance (currently £11,000) and the capital gains tax 
(“CGT”) annual exemption (currently £11,100) are withdrawn. 
Therefore it is important to consider the cost effectiveness 
of making the claim against the overall level of income as for 
an additional rate tax payer, the personal allowance is worth 
£4,950 of tax.  

Where unremitted foreign income and gains are less than 
£2,000 in a particular year, the remittance basis applies 
automatically, no claim needs to be made, and the personal 
allowance and capital gains exemptions remain in place.

The remittance basis charge (RBC)
After seven years of tax residence in the UK, a flat rate charge 
(RBC) applies for using the remittance basis, and is due 
in addition to any UK tax due on foreign income and gains 
actually remitted to the UK. The charge levied is £30,000 for 
individuals who have been resident for at least seven of the 

previous nine tax years and £60,000 for individuals who have 
been resident for at least 12 out of the previous 14 tax years. 
After 15 years of UK tax residence an individual becomes 
deemed domiciled in the UK and is taxable on worldwide 
income and gains, whether or not received in the UK whilst 
the period of residence continues. 

What is a remittance?
A remittance is made when an individual brings foreign 
income and/or gains to the UK. This can be in the form of 
cash, or other property that is brought to the UK for their 
benefit, which derives from offshore income and gains. This 
also applies if the property is for the benefit of a spouse/
partner, minor children and grandchildren, as well as 
connected trusts/companies.

It is important to note that a taxable remittance can also 
occur without an actual transfer of cash or physical assets.  
This is known as a constructive remittance. Examples of 
constructive remittances can be:
• Giving dividends received overseas to a spouse, who 

then brings the money to the UK;
• Bringing a painting purchased with foreign income from 

an overseas holiday home into the UK;
• Using a foreign credit card in the UK which is settled 

with foreign income;
• Making a gain in a foreign share portfolio which is then 

reinvested in UK shares, even if through a broker; and/or
• Booking a cruise from Southampton to New York with a 

US travel agent and using foreign income to pay for it. 

There are many other circumstances where a remittance 
can apply.  If claiming the remittance basis, it is therefore 
important to take advice on what could be construed as a 
remittance of foreign income or gains.

Treatment of clean capital
An individual can remit “clean capital” to the UK without this 
being subject to UK tax. For example, foreign income/gains 
that were accumulated before the taxpayer became UK
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resident would be regarded as clean capital if not tainted 
with any income or gains after the date of becoming UK 
resident. If an individual intends to remit capital to the 
UK it is important to have proper planning in place. The 
structuring of offshore bank accounts is key to this.

Structuring offshore bank accounts
To protect offshore capital and income sources from UK 
taxation, it may be necessary to create separate accounts 
for income, gains and capital.  Most offshore banks with 
internationally mobile clients will be familiar with the 
requirements.  The taxpayer must be able to demonstrate 
source of funds and a simple mistake is to have an account 
of clean capital and for interest to be paid into that account 
on the capital balance.  That will taint the funds and it will 
then be regarded as a “mixed fund”.

For a simple cash remittance, the tax rate depends on 
the contents of the bank account from which the cash is 
remitted, i.e. income, capital gains, clean capital for each 
relevant tax year.  If there is a mixture of different sources, 
the “mixed fund” rules apply, which are punitive in nature.  
These rules treat the amount being remitted as being a 

source of income such that it will be taxable at the highest 
rate possible, i.e. earned income first.   It is not possible 
to ring fence income and capital within a bank account 
for these purposes, even where it can be identified 
from statements.

Remittance basis users must therefore structure their 
overseas accounts carefully, ensuring income is paid into 
an income account, and clean capital is not tainted by 
additional funds after the date the taxpayer becomes UK 
resident.  This structure should be in place  ideally before 
becoming UK resident and any subsequent transactions 
or liquidation of assets should be kept in separate, 
identifiable accounts.

Business Investment Relief
Business Investment Relief is available to non domiciled, 
UK resident individuals who are claiming the remittance 
basis. The relief enables an individual to remit foreign 
income/gains to the UK for the purposes of a qualifying 
investment without this income being treated as a taxable 
remittance. More details are available in our separate flyer 
on Business Investment Relief.
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