
  

Personal Taxation      

 

Learning Outcome 1.5      
 

By the end of this learning outcome you will be able to demonstrate an 

understanding of the UK tax system as relevant to the needs and circumstances 

of individuals and trusts including Residence and Domicile main rules, and the 

impact on liability to Income Tax, Capital Gains Tax and Inheritance Tax. 
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1.5.1  Introduction 
 
The residence or domicile of an individual has a direct effect on their liability to tax.  
Most people who live in the UK will be both UK resident and domicile. 
 
Residence – the status of an individual in a tax year. 
 
Domicile – The country that an individual regards as their permanent home. 
 
 
 
1.5.2 Residence 
 
An individual’s residence status is established on a tax year basis, in accordance with 
the statutory test of residence, which was introduced from 6 April 2013.   
 
This statutory test not only replaced the existing provisions but also the concept of 
being ‘ordinarily resident’, which had previously been taken into account in 
determining an individual’s liability to tax. 
 
 
1.5.2.1 Automatically non-resident in the UK 
 
This test determines if an individual is automatically non UK resident.  An individual 
will be non resident if any of the following apply; 
 

 They are in the UK for less than 16 days in the tax year. 
 They were not resident for any of the previous 3 years and spend less than 

46 days in the UK in the current tax year. 

 They work overseas on a full time basis (an average of 35 hours a week, 
either employed or self-employed) and are in the UK for less than 91 days in 
the tax year and less than 31 days in the tax year are spent working in the 
UK.  (A working day is a day where more than 3 hours of work are carried 
out). 

 
 
1.5.2.2 Automatically resident in the UK 
 
Where an individual does not meet any of the overseas test above, they will be 
automatically UK resident if any of the following apply; 
 

 They are in the UK for at least 183 days in the tax year. 
 They have a home in the UK for at least 91 consecutive days, of which at 

least 30 days are within the tax year and they are present* in it for at least 
30 days during the tax year and they also have a home overseas during the 
above 91 days period, they must be present* in that home for less than 30 
days in the tax year.  

 Where an individual works full time (as defined above) in the UK for a 
continuous period of 365 days.   

 

 *‘present’ means that they are in the home at any time during the day, i.e. 
they do not need to be there at midnight for the ‘day’ to count.    
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1.5.2.3  Split year treatment 
 
Normally an individual is either resident or non-resident for a whole tax year.  
However, in the following circumstance the tax year may be split into two parts. 
 

 Where they leave the UK to work overseas or come into the UK to work on a 
full time basis.  

 Where they leave the UK to live overseas (providing they cease to have a 
home in the UK). 

 Where they come into the UK to live and meet the only UK home test. 
 
This rule also applies to the spouse or partner that accompanies the individual 
concerned.  
 
 
1.5.2.4 Sufficient UK ties test. 
 
Where an individual does not meet either of the automatic tests, their status is 
determined by the sufficient UK ties test. The five UK ties are; 
 

 Having a spouse, civil partner or minor child who are resident in the UK. 
 Have available accommodation in the UK which is used by them during the 

year (normally does not include property which is let out, stays in hotels or 
short visit to relatives). 

 Works in the UK for at least 40 days during a tax year. 
 Spends at least 90 days in the UK during either of the last two tax years. 
 Spends more time in the UK than in any other single country. 

 
How the test is then applied to an individual will depend on whether they were 
resident in the UK in any of the previous 3 tax years and compares the number of 
days they spent in the UK with the number of ties that apply to them. 
 

No. of days in the 
UK 
 

Previously resident Not previously resident 

16 to 45 
 

Resident if 4 or more UK ties   Automatically not resident 

46 to 90 
 

Resident if 3 or more UK ties  Resident if four UK ties  

91 to 120 
 

Resident if 2 or more UK ties  Resident if 3 or more UK ties  

121 to 183 Resident if 1 or more UK ties 
apply 

Resident if 2 or more UK ties 

 
As you will see, it is more difficult for an individual leaving the UK to become non-
resident than it is for an individual arriving in the UK to remain non-resident.     
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1.5.2.5 Days in the UK 
 
For the purpose of the statutory test, a ‘day’ is any day that an individual is present 
in the UK at midnight, i.e. a person arriving in the UK on one day and leaving the 
next day will have been in the UK for 1 day.  An exception to this rule is where an 
individual is only in the UK whilst in transit between two countries outside the UK or 
for any days (up to a maximum of 60 days) spent in the UK for exceptional 
purposes, e.g. their own illness or the illness of an immediate family member     
 
However, this is subject to a further rule called ‘the deeming rule’ which applies 
where an individual; 

 Has three or more UK ties for the tax year. 
 Has been present in the UK, but not at midnight, on more than 30 days in 

the tax year, known as ‘qualifying days’. 

 Has been resident in at lease one of the previous three tax years. 
 
Where all three conditions apply, the deeming rules mean that after the first 30 
qualifying days, any further qualifying days in the tax year will be treated as days in 
which the individual was present in the UK.  
 
 
1.5.4 Domicile 

 
A persons domicile is affected by a number of factors. They may have a domicile of 
origin, of choice, a deemed domicile and in some cases may be able to elect to be 
UK domicile. 
 
A Domicile of origin is acquired at birth and under UK law this is normally the 
domicile of a child’s father.  Some individuals will have dual nationality or residence 
but it is not possible under UK law to have dual domicile .If a child’s parents were 
married at the time of their birth, their domicile of origin is the same as the father’s 
current domicile.  If unmarried, however, the child is classed as illegitimate and will 
take the mother’s current domicile 
 
Children born after the death of their father will take the domicile of their mother.  
Their domicile status then remains in line with the respective parent until the child 
reaches age 16. 
 
The domicile of origin may be abandoned and a domicile of choice substituted, but 
this will need positive action such as changing residence and breaking all links with 
the domicile of origin. 
 
There are no set rules that apply to this scenario and it is the responsibility of the 
individual to demonstrate that they have intentionally taken steps to change their 
domicile.  
 
A long term intention to remain in a new country is one of the strongest statements 
in favour of acquiring a domicile of choice and could be supported by demonstrating 
the putting down of roots in a country.  
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Examples of putting down roots… 
 
 Physically residing there 
 Expressing your intention to stay  
 Buying a house there 
 Selling property and investments in original country of domicile 
 Establishing a business or gaining employment 
 Involvement in new community and voting (if possible) 
 Acquiring nationality or citizenship 
 Locally valid Will and Burial / cremation arrangements 
 Having family and friends  
 Breaking or minimising domestic, social and business ties in country or origin 

 
 
In all cases, someone will be treated as UK domicile for a minimum of 3 years after 
acquiring the domicile of another country.   
 
It is also possible that someone who lives long term in the UK will be treated as UK 
domicile (as well as their own country of domicile).  This is called deemed 
domicile, and is applicable where someone has been resident in the UK for 17 out 
of the last 20 tax years. (Note: This is to change to 15 out of the last 20 years from 
6 April 2017, subject to being included in the expected Finance Act (No 2) 2017 in 
the autumn of 2017.) 
 
A person who is not domicile in the UK, but who is married to or in a civil partnership 
with, someone who is domicile there (and has been so for at least the last seven 
years), may elect to be treated as UK domicile. This election can also be made by 
that person’s legal personal representative, following their death.  The election must 
be made in writing to HM Revenue & Customs. 
 
Where an election is made, it cannot be revoked.  However, where the person who 
made the election has not been resident in the UK for four successive tax years, the 
election will cease to have effect at the end of that fourth tax year. 
 
 
 
UK Domicile and Resident in the UK (this is the position for most 
individuals in the UK) 

 
Income Tax CGT IHT 

 
 Charged on earned and investment income 

from anywhere in the world 
 90% of foreign pension income is taxable 

 Relief may be available if investment income 

cannot be brought into the UK  

Charged on capital 
gains made 

anywhere in the 

world 

Chargeable on 
assets held 

anywhere in the 

world 
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UK Domicile, but NOT Resident in the UK 

 
Income Tax CGT IHT 

 
 No liability on earned income for duties 

performed outside the UK 

 Earnings for duties performed in the UK are 

taxable, unless they are only incidental to 
overseas duties 

 No liability on overseas investment income or 

Gilts 

 No tax deducted at source on income from UK 

banks or building societies 
 UK investment income usually taxable 

 UK pension income is taxable 

 Income from UK property is taxable 

None – provided 

they remain 
outside UK for at 

least 5 years 

before realising 
gain 

 

As above 

 
 

 
Alan went to work in France in July 2014 and is employed by a French 
company.  They have told him that his contract with them will last for at 
least four years. 
 
Alan is planning to buy a flat to use whist he is in Paris, and then to rent 
out after he returns to the UK. 
 
He plans to visit the UK for no more than six weeks a year. 
 
a) What is the UK treatment of Alan’s income in France? 
b) When Alan returns to the UK, what will be the tax treatment of the 
rental income from his flat in Paris? 
 
a) Alan is UK domicile but non-UK resident.  There will be no liability to UK Income 
Tax on Alan’s employment since his duties will be performed outside the UK. 
 
b) On his return, Alan will become resident in the UK again.  The rental income from 
his flat will therefore be subject to UK income tax. 

 

 
 
1.5.5 Liability to tax by those that are resident but not domiciled  in the UK 

 
Up until 5 April 2008 a non domiciled person could keep their overseas income and 
capital gains out of the UK tax net by not bringing the income and gains into the UK.   
 
This is known as the remittance basis, and meant that a non domicile would only pay 
UK tax if they bring (or remit) their overseas income and gains into the country. 
 
Now, if you are non domiciled but have been resident in the UK for 7 out of the past 
9 tax years (7 year residence test), you have to consider carefully whether to 
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continue to elect for this remittance basis as you will lose your personal allowance, 
capital gains tax annual exemption and be subject to a Remittance Basis Charge.  
This charge is in addition to any other tax due on income or gains that are brought 
into the UK. 
 
The Charge is; 
 

 If resident 7 out the last 9 tax years   -   £30,000 
 If resident 12 out the last 14 tax years  -   £60,000 
 If resident 17 out the last 20 tax years  -   £90,000* 

 
*As announced by HMRC on 14 July 2017, the changes expected in the Finance Act 
(No 2) 2017 will mean that once an individual has been resident for 15 out of the 
last 20 tax years they will become “deemed domiciled” in the UK for all tax purposes 
and will be taxed on an “arising” basis. 
 
The Remittance Basis Charge is paid through self-assessment. 
  
The alternative is to pay on the ‘arising basis’ which means paying tax on your 
worldwide income and gains as and when they become liable.  You get to keep your 
personal allowance and CGT exemption and may be able to claim double taxation 
relief where you also pay tax in the country the investment is held in. 

 
Your choice of paying is not a permanent choice – each new tax year you can decide 
again whether or not to pay.  Whether it makes sense to pay the charge in a 
particular year will likely depend on how much you are earning abroad that year.  As 
a rough estimate, to justify paying the £30,000 fee your offshore income would have 
to exceed around £80,000.   
 
Take a look at the examples below: 
 

 

 
James, who is  non-domicile, has £70,000 of foreign income in the current 
tax year.   
 
What are the implications of this income for UK tax purposes, assuming 
James has been resident in the UK for the last eight of the previous nine 
years? 
 
James can choose to remit this income to the UK, pay income tax on it and benefit 
from the UK personal allowance. 
 
If we assume he is a higher rate taxpayer based on his UK income, then the most he 
would pay is: 
 
£70,000 @ 40% = £28,000. 
 
If he chose the remittance basis then he would pay the charge of £30,000.  
 
In these circumstances the first option would be better. 
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Let’s change that figure to £100,000 of foreign income in the current tax 
year.   
 
What are the implications of this income for UK tax purposes, assuming 
James has been resident in the UK for the last eight of the previous nine 
years? 
 
James can choose to remit this income to the UK, pay income tax on it and benefit 
from the UK personal allowance. 
 
If we assume he is a higher rate taxpayer based on his UK income, then the most he 
would pay is: 
 
£100,000 @ 40% = £40,000. 
  
If he chose the remittance basis then he would pay the charge of £30,000.  
 
In these circumstances the second option would be better, assuming that his foreign 
income was not remitted into the UK. 

 

 
 
These rules apply to the non-domicile taxpayer, their spouse or civil partner, children 
or grandchildren under age 18. This also extends to a person who is living as if 
married to the taxpayer (cohabiting). 
 
Certain small items can be remitted into the UK but are exempt from tax in the UK: 
 
 Personal effects 
 Assets costing less than £1,000 
 Assets brought to the UK for repair 

 Assets in the UK for fewer than 275 days 
 Works of art brought to the UK for public display 

 
 
1. 5.5.2  Where foreign income or gains are less than £2,000 a year 
 
Where an individual has total foreign income or gains of less than £2,000 a year, the 
remittance basis will automatically apply and will mean: 
 

 Tax is paid on UK income and capital gains. 
 Entitlement to a UK personal allowance and CGT annual exemption is kept. 

 Foreign income or gains are taxed only if remitted into the UK. 
 The Remittance Basis Charge does not apply. 
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Non UK Domicile but Resident 
 
Income Tax CGT IHT 

 
 Income arising in the UK is fully taxable. 

 Investment and earned income arising outside 

the UK is can be taxed on an arising or 

remittance basis. 
 N.B. the Remittance Basis Charge applies and 

personal allowance and CGT annual exemption 

lost, if remittance basis chosen 

Tax due on 

disposals of UK 
assets. 

 
Gains that arise 

outside the UK can 

be taxed on an 
arising or 

remittance basis 

Chargeable only 

UK assets, unless 
deemed UK 

domiciled in 
which case on 

worldwide assets. 

 
Non UK Domiciled and NOT Resident 
 
Income Tax CGT IHT 

 
 Taxed on UK investment income, UK earned 

income, UK property income. 

None unless a 

temporary 
resident. 

Chargeable only 

UK assets, unless 
deemed UK 

domiciled in 

which case on 
worldwide 

assets. 

 
1.5.6 Self Assessment 
 
Under the self assessment system, individuals are responsible for determining their 
own residence and domicile status and calculating the UK tax liability in accordance 
with the status claimed. 
 
The individual must complete the non resident supplementary page in the tax year 
concerned if they consider themselves to be: 
 

 Non UK resident 
 Resident in the UK for only part of the tax year 
 Not domiciled in the UK and have overseas income or capital gains 
 
Individuals who do not complete the supplementary pages will be classed as resident 
and domiciled for that tax year. 
 
In addition, individuals wishing to claim the remittance basis must make a claim to 
this effect.  This will only be automatically triggered if the income remitted to the UK 
is less than £2,000. 
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1.5.7 Double Taxation Relief 

 
Where income and gains arise in one country and an individual is resident in another 
country there is a possibility of being taxed on the same things twice.  In order to 
avoid this situation the UK has negotiated double taxation treaties with over 100 
countries.  
 
In the event of someone falling into this scenario, the treaty between the respective 
countries will be reviewed.  This sets out the process to determine a single residence 
status and therefore the taxation due.  Consideration and processes will also be 
detailed in respect of any Capital Gains or Inheritance tax issues. 
 
Exemptions or reliefs may be found in the treaty regarding such income as pensions, 
Royalties, dividends, interest and earnings from employment on or in the UK. 
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Personal Taxation Learning Outcome 1.6 (TAX1.6) – End of Module Test 
 
Multiple Choice Questions 

 
Question Answer 

1.5.1 -  

Ignoring the "habitual" 
test, how many days in a 
tax year, must an 
individual be in the UK to 
be classed as 
automatically Resident for 
tax purposes? 
 

A. 91 days 
 

B. 182 days 
 

C. 183 days 
 

D. At least 91 consecutive days 
 

 
1.5.2 -  

Harry was not previously 
resident in the UK and 
does not meet either of 
the 'automatic tests' for 
residence in the UK.  If he 
spends 60 days in the UK, 
how many 'UK ties' would 
he need to meet before 
being resident in the UK? 
 

A. 2 
 

B. 4 

 

C. 5 
 

D. 1 

 
1.5.3 -  

James is emigrating to 
Canada.  Which of the 
following would NOT be 
taken into account when 
he applies to change his 
"domicile of choice" rules? 
 

A. Spending time in the country for 15 of the past 20 
years 
 

B. Getting a job in Canada 
 

C. Acquiring Canadian citizenship 
 

D. Breaking domestic ties with his country of origin 
 

 
1.5.4 -  

Which ONE of the 
following BEST describes a 
person's country of 
domicile? 
 

A. The country where a person chooses to be 
registered for tax purposes. 
 

B. The country that an individual regards as their 
natural home to which they would return after 
being abroad. 
 

C. The country or state where an individual is 
currently working on a long-term basis. 
 

D. The country which is their mother's place of birth. 
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1.5.5 -  

Ahmed who has lived in 
the UK for a number of 
years but is non-UK 
domiciled person, has 
been told that he must 
now consider paying an 
Annual Tax charge.  Which 
of the following is NOT a 
factor in him making a 
decision in this area? 
 

A. He has been a resident in the UK for 8 years 
 

B. He is 30 years old 
 

C. He has unremitted foreign income of £10,000 p.a. 
 

D. He has the choice of paying the charge through 
self assessment or PAYE 
 

 
1.5.6 -  

Karl is a non-UK domicile, 
non resident of the UK but 
has earnings from 
employment performed in 
the UK and holds UK 
assets. Which ONE of the 
following statements is 
FALSE? 
 

A. The UK assets are not subject to CGT 
 

B. The UK assets are subject to IHT. 
 

C. Liable to income tax on earnings from the UK 
 

D. Not liable to any taxes because of Non-domicile 
and Not resident status  
 

 
1.5.7 -  

Frank is domiciled in 
Australia and married to Jo 
who is UK domiciled.  
Frank moved to England 
10 years ago when he 
married Jo.  They have 
one child, Flo, aged 5.  
What is Flo's domicile? 
 

A. She is domiciled in Australia. 
 

B. She has joint domicile of Australia and the UK. 
 

C. She must chose a domicile before she reaches 18. 
 

D. She is domiciled in the UK. 
 

 
1.5.8 -  

Elaine has left the UK and 
gone overseas to take up 
a full time job.  Her 
contract of employment 
overseas lasts for three 
years.  How will this affect 
her UK residency status? 
 

A. She will be regarded as non resident. 
 

B. Her residency status will be unaffected. 
 

C. She will be regarded as resident. 
 

D. She will regarded as domiciled abroad. 
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1.5.9 -  

Which of the following 
individuals would normally 
be treated as a UK 
resident by HMRC? 
 

A. Linda who enters the UK to take up a permanent 
position for 18 months but leaves after 4 months 
 

B. Harold who visits the UK to take up a 3 year 
contract of employment 
 

C. June who has lived in the UK for an average of 5 
months over the last 3 years 
 

D. Albert who is a crown employee working in 
Luxembourg for 2 years 
 

 
1.5.10 -  

Lucy is resident in the UK, 
but she is domiciled in the 
USA.  Which of the 
following can be remitted 
to the UK and would not 
be treated as having being 
purchased out of foreign 
income?  
 

A. Assets re-invested in a UK registered pension 
scheme 
 

B. Intangible assets such as derivative contracts 
 

C. Assets held in an EU authorised collective 
investment scheme 
 

D. Assets costing less than £1,000 
 

 
 

- End of Questions       - 
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Answers 

 
Question Answer 
1.5.1 -  

Ignoring the "habitual" 
test, how many days in a 
tax year, must an 
individual be in the UK to 
be classed as 
automatically Resident 
for tax purposes? 
 

C 
 

183 days 
 

1.5.2 -  

Harry was not previously 
resident in the UK and 
does not meet either of 
the 'automatic tests' for 
residence in the UK.  If 
he spends 60 days in the 
UK, how many 'UK ties'  
would he need to meet 
before being resident in 
the UK ? 
 

B 
 

4 
 

1.5.3 -  

James is emigrating to 
Canada.  Which of the 
following would NOT be 
taken into account when 
he applies to change his 
"domicile of choice" 
rules? 
 

A 
 

Spending time in the country for 15 of the past 20 
years 
 

1.5.4 -  

Which ONE of the 
following BEST describes 
a person's country of 
domicile? 
 

B The country that an individual regards as their 
natural home to which they would return after 
being abroad. 
 

1.5.5 -  

Ahmed who has lived in 
the UK for a number of 
years but is non-UK 
domiciled person, has 
been told that he must 
now consider paying an 
Annual Tax charge.  
Which of the following is 
NOT a factor in him 
making a decision in this 
area? 
 

D He has the choice of paying the charge through 
self assessment or PAYE 
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1.5.6 -  

Karl is a non-UK domicile, 
non resident of the UK 
but has earnings from 
employment performed 
in the UK and holds UK 
assets. Which ONE of the 
following statements is 
FALSE? 
 

D Not liable to any taxes because of Non-domicile 
and Not resident status  
 

1.5.7 -  

Frank is domiciled in 
Australia and married to 
Jo who is UK domiciled.  
Frank moved to England 
10 years ago when he 
married Jo.  They have 
one child, Flo, aged 5.  
What is Flo's domicile? 
 

A She is domiciled in Australia. 
 

1.5.8 -  

Elaine has left the UK 
and gone overseas to 
take up a full time job.  
Her contract of 
employment overseas 
lasts for three years.  
How will this affect her 
UK residency status? 
 

A She will be regarded as non resident. 
 

1.5.9 -  

Which of the following 
individuals would 
normally be treated as a 
UK resident by HMRC? 
 

B Harold who visits the UK to take up a 3 year 
contract of employment 
 

1.5.10 -  

Lucy is resident in the 
UK, but she is domiciled 
in the USA.  Which of the 
following can be remitted 
to the UK and would not 
be treated as having 
being purchased out of 
foreign income?  
 

D Assets costing less than £1,000 
 

 
 


