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Ownership of UK dwellings by non-UK domiciliaries

Introduction

ATED

Historically it was possible for non-UK domiciled individuals to
ƐƚƌƵĐƚƵƌĞƚŚĞǁ ĂǇƚŚĂƚƚŚĞǇŚŽůĚƚŚĞŝƌh <ƉƌŽƉĞƌƟĞƐƚŽƚĂŬĞ
ĂĚǀ ĂŶƚĂŐĞŽĨĂǀ ĂŝůĂďůĞƚĂǆĞǆĞŵƉƟŽŶƐƐŽƚŚĂƚůŝƩ ůĞŽƌŶŽh <ƚĂǆ
ǁ ĂƐƉĂǇĂďůĞŝŶƌĞƐƉĞĐƚŽĨƚŚĞƉƌŽƉĞƌƟĞƐ͕ ĞŝƚŚĞƌŽŶƐĂůĞŽƌŽŶ
ƚƌĂŶƐĨĞƌĚƵƌŝŶŐůŝĨĞƟŵĞŽƌŽŶĚĞĂƚŚ͘

Persons affected and tax amounts

Successive UK Governments have sought to reduce these tax
advantages so that non-UK domiciled individuals have to pay more
UK tax. As a result oﬀshore holding structures used to hold UK
dwellings may now result in the payment of more tax than direct
Žǁ ŶĞƌƐŚŝƉ͘ /ŶĂĚĚŝƟŽŶ͕ ǁ ŝƚŚƚŚĞƉŽƐƐŝďŝůŝƚǇŽĨƚŚĞŝŶƚƌŽĚƵĐƟŽŶŽĨ
beneﬁcial ownership registers, there may no longer be
ĐŽŶĮ ĚĞŶƟĂůŝƚǇĂĚǀ ĂŶƚĂŐĞƐŝŶŚŽůĚŝŶŐƉƌŽƉĞƌƚǇƚŚƌŽƵŐŚĂ
corporate structure.
It is therefore important to review the manner in which your UK
ƉƌŽƉĞƌƚǇ;h <Ěǁ ĞůůŝŶŐƐŝŶƉĂƌƟĐƵůĂƌͿŝƐŚĞůĚƚŽĞŶƐƵƌĞƚŚĂƚǇŽƵĂƌĞ
ŚŽůĚŝŶŐŝƚŝŶƚŚĞŵŽƐƚƚĂǆĞĸ ĐŝĞŶƚǁ ĂǇĂŶĚƚŽĐŽŶƟŶƵĞƚŽŬĞĞƉ
your property ownership and succession arrangements under
review.
This brieﬁng paper provides an overview of the tax regime
applicable to UK resident and non-UK resident non-domiciled
individuals. It includes the Government's proposed reforms which
ǁ ĞƌĞĚƌŽƉƉĞĚĨƌŽŵ&ŝŶĂŶĐĞŝůůϮϬϭϳ ďĞĨŽƌĞƚŚĞĞůĞĐƟŽŶĂŶĚƚŚĞŶ
reintroduced in Finance Bill (No. 2) 2017 and will take eﬀect
ƌĞƚƌŽƐƉĞĐƟǀ ĞůǇĨƌŽŵϱƉƌŝůϮϬϭϳ ŽŶĐĞƚŚĞ&ŝŶĂŶĐĞŝůůƌĞĐĞŝǀ ĞƐ
Royal Assent which is expected to be in the autumn of 2017. It
provides only a brief summary of this complicated area of law and
you should obtain specialist advice on your property ownership
and succession arrangements.
t ĞĞǆƉůĂŝŶďĞůŽǁ ƚŚĞŽƉĞƌĂƟŽŶŽĨĂƉŝƚĂů' ĂŝŶƐdĂǆ;Η' dΗͿ͕ 
Inheritance Tax ("IHT") and Stamp Duty Land Tax ("SDLT") both
ďĞĨŽƌĞĂŶĚĂŌĞƌƚŚĞŝŶƚƌŽĚƵĐƟŽŶŽĨƚŚĞŶĞǁ ƚĂǆƌĞŐŝŵĞ͘ t ĞĂůƐŽ
ĞǆƉůĂŝŶƚŚĞŝŶƚƌŽĚƵĐƟŽŶŽĨƚŚĞŶĞǁ ƉƌŽƉĞƌƚǇƚĂǆŶŶƵĂůdĂǆŽŶ
Ŷǀ ĞůŽƉĞĚ ǁ ĞůůŝŶŐƐ;Ηd ΗͿ͘ t ĞĂůƐŽŵĞŶƟŽŶƚŚĞŶĞǁ 
Statutory Residence Test and provide an overview of the proposed
new Domicile rules. You should review your ﬁnancial aﬀairs taking
account of these new rules .

Planning for future investment in UK property
In view of the tax reforms it is now likely to be more tax eﬃcient
for non-domiciled individuals to invest in commercial property
ƌĂƚŚĞƌƚŚĂŶƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƚǇŝŶƚŚĞh <ďĞĐĂƵƐĞ͗



SDLT rates are lower;



there is no CGT if the individual is non-UK resident;



there is no ATED; and



ƚŚĞƌĞǁ ŝůůƐƟůůďĞŶŽ/, dŝĨƚŚĞĐŽŵŵĞƌĐŝĂůƉƌŽƉĞƌƚǇŝƐŚĞůĚ
by an oﬀshore company.

ATED has been introduced to discourage ownership of high value
dwellings via corporate vehicles and applies whether the
ŝŶĚŝǀ ŝĚƵĂůƐǁ ŝƚŚƵůƟŵĂƚĞŽǁ ŶĞƌƐŚŝƉŽĨƚŚĞƐƚƌƵĐƚƵƌĞĂƌĞh <Žƌ
non-UK resident (including individuals who are UK and non-UK
domiciled or deemed domiciled). ATED is an annual tax payable
each year for the period from 1 April to 31 March. It has been in
eﬀect since 1 April 2013 and is imposed on UK and non-UK
resident corporate beneﬁcial owners (individuals, trustees of
ƐĞƩ ůĞĚƉƌŽƉĞƌƚǇĂŶĚƉĞƌƐŽŶĂůƌĞƉƌĞƐĞŶƚĂƟǀ ĞƐŽĨĚĞĐĞĂƐĞĚ
persons are outside the scope of the charge) of dwellings over a
speciﬁed value. This value was originally £2 million but reduced to
άϭŵŝůůŝŽŶĨŽƌĐŚĂƌŐĞĂďůĞƉĞƌŝŽĚƐďĞŐŝŶŶŝŶŐŽŶŽƌĂŌĞƌϭƉƌŝů
2015. The value was reduced again to £500,000 for chargeable
ƉĞƌŝŽĚƐďĞŐŝŶŶŝŶŐŽŶŽƌĂŌĞƌϭƉƌŝůϮϬϭϲ͘ dŚĞĂŵŽƵŶƚŽĨd 
to be charged depends on the band into which the value of the
dwelling falls and is determined as follows:
Value of the
dwelling

ATED amount payable
2013/14

Over
£500,000 to N/A
£1 million
Over £1
million to £2 N/A
million
Over £2
million to £5 £15,000
million
Over £5
million to
£35,000
£10 million

2014/15 2015/16 2016/17 2017/18

N/A

N/A

£3,500

£3,500

N/A

£7,000

£7,000

£7,050

£15,400 £23,350

£23,350 £23,550

£35,900 £54,450

£54,450 £54,950

Over £10
million to
£20 million

£70,000

Over £20
million

£140,000 £143,750 £218,200 £218,200 £220,350

£71,850 £109,050 £109,050 £110,100

For example, if the dwelling is valued at £7 million, the corporate
owner will have to pay £35,000 for the 2013/14 tax year, £35,900
for 2014/15, £54,450 for 2015/16 and 2016/17 and £54,950 for
2017/18. If the dwelling is owned for only part of a year, or the
use of the dwelling is changed so that it moves into or out of
d ͕ ƚŚĞŶd ĂƉƉůŝĞƐŽŶĂƉƌŽƉŽƌƟŽŶĂƚĞďĂƐŝƐ͘

Valuation
The value of the dwelling used to determine the amount of ATED
payable in a tax year is currently the market value as at 1 April
ϮϬϭϮŝŶƌĞƐƉĞĐƚŽĨƉƌŽƉĞƌƟĞƐŽǁ ŶĞĚĂƚƚŚĂƚĚĂƚĞ͘ dŚĞϮϬϭϮ
ǀ ĂůƵĂƟŽŶĂƉƉůŝĞƐĨŽƌƚŚĞĮ ƌƐƚĮ ǀ ĞĐŚĂƌŐĞĂďůĞƉĞƌŝŽĚƐĨƌŽŵϭƉƌŝů
ϮϬϭϯ ƵŶƟůϯ ϭD ĂƌĐŚϮϬϭϴ͘ ŶĞǁ ǀ ĂůƵĂƟŽŶŚĂƐƚŽďĞŽďƚĂŝŶĞĚ
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Ğǀ ĞƌǇĮ ǀ ĞǇĞĂƌƐ͘ dŚĞŶĞǆƚǀ ĂůƵĂƟŽŶĚĂƚĞ;ĨŽƌƉƌŽƉĞƌƟĞƐŚĞůĚĂƚϭ
ƉƌŝůϮϬϭϮͿŝƐϭƉƌŝůϮϬϭϳ ĂŶĚƚŚŝƐϮϬϭϳ ǀ ĂůƵĂƟŽŶǁ ŝůůĂƉƉůǇĨŽƌ
the chargeable periods from 1 April 2018 to 31 March 2023 and so
on.
WƌŽĨĞƐƐŝŽŶĂůǀ ĂůƵĂƟŽŶŝƐŶŽƚŽďůŝŐĂƚŽƌǇďƵƚƐŚŽƵůĚďĞĐŽŶƐŝĚĞƌĞĚŝĨ
the dwelling is very high value, unusual, or the value is close to a
ďĂŶĚůŝŵŝƚ͘ t ŚĞƌĞƚŚĞĚǁ ĞůůŝŶŐǁ ĂƐĂĐƋƵŝƌĞĚĂŌĞƌϭƉƌŝůϮϬϭϮ͕ 
the relevant value is the market value as at the date of the
ĂĐƋƵŝƐŝƟŽŶƐƵďũĞĐƚƚŽƌĞ-ǀ ĂůƵĂƟŽŶƐŽŶĞǀ ĞƌǇĮ ǀ ĞǇĞĂƌĂŶŶŝǀ ĞƌƐĂƌǇ
of 1 April 2012.

Reliefs and exemptions
There are certain reliefs designed to prevent ATED from applying
ƚŽŐĞŶƵŝŶĞĐŽŵŵĞƌĐŝĂůĂĐƟǀ ŝƟĞƐ͘ ^ƵĐŚƌĞůŝĞĨƐĂƉƉůǇ͕ŝŶƉĂƌƟĐƵůĂƌ͕ 
to property rental businesses, property developers and property
ƚƌĂĚĞƌƐ͘ dŚĞƌĞĂƌĞĂůƐŽĞǆĞŵƉƟŽŶƐĨŽƌĐŚĂƌŝƟĞƐ͕ ƉƵďůŝĐĂŶĚ
ŶĂƟŽŶĂůďŽĚŝĞƐĂŶĚĚǁ ĞůůŝŶŐƐĐŽŶĚŝƟŽŶĂůůǇĞǆĞŵƉƚĨƌŽŵ
inheritance tax.

Reporting obligations
Returns and payments must generally be made by 30 April at the
beginning of each chargeable period. When the dwelling is
acquired, the corporate purchaser is required to make an ATED
return and payment within 30 days. If the dwelling otherwise
newly comes within the charge the return must be made within 90
days of the relevant date.

ATED-related CGT
This charge has been in force since 6 April 2013 and applies to
ĚŝƐƉŽƐĂůƐŽĨƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƟĞƐĐŚĂƌŐĞĂďůĞƚŽd ͘ /ŶďƌŽĂĚ
terms, if a corporate owner of a dwelling had to pay ATED during
some or all of its period of ownership, it will have to pay ATED related CGT on all or part of the gain it makes on the disposal of
the dwelling.

Calculating ATED-related gains

Reliefs and exemptions
dŚĞĐŚĂƌŐĞŝƐƟĞĚŝŶǁ ŝƚŚd ĂŶĚƚŚĞƌĞĨŽƌĞƚŚĞƐĂŵĞƌĞůŝĞĨƐ
ĂŶĚĞǆĞŵƉƟŽŶƐĂƐĨŽƌd ĂƉƉůǇƚŽd -related CGT. Given the
nature of the charge, Private Residence Relief is not available.

Reporting obligations
A liability to ATED-related CGT must be reported to HMRC by
ĐŽŵƉůĞƟŶŐƚŚĞd -related capital gains summary form on or
before 5 October following the end of the tax year in which the
disposal occurred. Currently the tax must be paid no later than 31
January following the end of the tax year in which the disposal
occurred. The Government, however, has announced that from
April 2019 a payment on account of any CGT due on the disposal
of a dwelling will be required to be made within 30 days of
ĐŽŵƉůĞƟŽŶŽĨƚŚĞĚŝƐƉŽƐĂů͘

Non-resident CGT
Who is affected?
ĞĨŽƌĞƚŚĞŝŶƚƌŽĚƵĐƟŽŶŽĨƚŚĞŶĞǁ ƌĞŐŝŵĞ' dǁ ĂƐƉĂǇĂďůĞďǇ
h <ƌĞƐŝĚĞŶƚŝŶĚŝǀ ŝĚƵĂůƐ͕ ƚƌƵƐƚĞĞƐĂŶĚƉĞƌƐŽŶĂůƌĞƉƌĞƐĞŶƚĂƟǀ ĞƐ
(but not companies or other corporate bodies) on the gain made
ŽŶƚŚĞĚŝƐƉŽƐĂůŽĨĂŶĂƐƐĞƚƐƵďũĞĐƚƚŽĐĞƌƚĂŝŶĞǆĞŵƉƟŽŶƐĂŶĚ
reliefs. Non-UK residents did not have to pay CGT when disposing
ŽĨh <ĂƐƐĞƚƐ;ƐƵďũĞĐƚƚŽƐŽŵĞĞǆĐĞƉƟŽŶƐͿ͘ , Žǁ Ğǀ Ğƌ͕ ǁ ŝƚŚĞī ĞĐƚ
from 6 April 2015, this favourable CGT treatment has been
ƌĞƐƚƌŝĐƚĞĚǁ ŝƚŚƚŚĞŝŶƚƌŽĚƵĐƟŽŶŽĨƚŚĞŶĞǁ ΗŶŽŶ-resident
CGT" ("NRCGT") which applies to disposals of UK dwellings by non
-h <ƌĞƐŝĚĞŶƚƐ͘ dŚĞŶĞǁ ĐŚĂƌŐĞĂƉƉůŝĞƐǁ ŝƚŚŽƵƚĞǆĐĞƉƟŽŶƚŽ
ŝŶĚŝǀ ŝĚƵĂůƐ͕ ĐŽƌƉŽƌĂƚĞĞŶƟƟĞƐ͕ ƚƌƵƐƚĞĞƐĂŶĚƉĞƌƐŽŶĂů
ƌĞƉƌĞƐĞŶƚĂƟǀ ĞƐ͘ 
Dwelling for the purpose of NRCGT means a property suitable for
use as a dwelling or in the process of being constructed or
adapted for such use (but excludes a number of categories of
ďƵŝůĚŝŶŐŝŶĐůƵĚŝŶŐĐĞƌƚĂŝŶĐĂƚĞŐŽƌŝĞƐŽĨƌĞƐŝĚĞŶƟĂů
ĂĐĐŽŵŵŽĚĂƟŽŶͿ͘

E ŽƌŵĂůůǇ͕ŽŶůǇŐĂŝŶƐ;ŽƌůŽƐƐĞƐͿĂƩ ƌŝďƵƚĂďůĞƚŽƉĞƌŝŽĚƐĂŌĞƌϱƉƌŝů
2013 (for dwellings worth over £2 million as at 1 April 2012), 5
April 2015 (for dwellings worth between £1 and 2 million) or 5
April 2016 (for dwellings worth between £500,000 and 1 million)
are ATED-related. This means that the ATED-related gain (or loss)
is calculated as if the dwelling was acquired on one of the above
ĚĂƚĞƐ;ĚĞƉĞŶĚŝŶŐŽŶƚŚĞǀ ĂůƵĞŽĨƚŚĞĚǁ ĞůůŝŶŐͿĨŽƌĐŽŶƐŝĚĞƌĂƟŽŶ
equal to its market value on that date. The amount of the gain (or
loss) subject to the ATED-ƌĞůĂƚĞĚ' dŝƐƚŚĞŶŝŶƉƌŽƉŽƌƟŽŶƚŽƚŚĞ
days for which the dwelling was chargeable to ATED. The rate
applicable to ATED-related gains is 28%.

Rates of tax

/ƚŝƐƉŽƐƐŝďůĞƚŽŵĂŬĞĂŶĞůĞĐƟŽŶƚŽĐĂůĐƵůĂƚĞƚŚĞŐĂŝŶƐŽƌůŽƐƐĞƐ
ďĂƐĞĚŽŶƚŚĞǁ ŚŽůĞƉĞƌŝŽĚŽĨŽǁ ŶĞƌƐŚŝƉƌĂƚŚĞƌƚŚĂŶĂŌĞƌϱƉƌŝů
2013, 2015 or 2016 (as applicable). This may be beneﬁcial in cases
where the dwelling is sold at a loss.

What is meant by a "disposal"?

The same rates which apply to UK residents apply to non-residents. This means that non-resident companies pay NRCGT at
the rate of tax applicable to UK companies (i. e. at the
ĐŽƌƉŽƌĂƟŽŶƚĂǆƌĂƚĞŽĨϮϬй ǁ ŚŝĐŚǁ ŝůůďĞƌĞĚƵĐĞĚƚŽϭϳ й ŝŶϮϬϮϬͿ
and non-resident individuals at the rates applicable to UK
ƌĞƐŝĚĞŶƚŝŶĚŝǀ ŝĚƵĂůƐ;ŝ͘ Ğ͘ ϭϴй ĂŶĚͬ ŽƌϮϴй ͿŝŶƌĞůĂƟŽŶƚŽ
ƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƚǇ͕ĚĞƉĞŶĚŝŶŐŽŶƚŚĞŶŽŶ-resident individual's
total UK income and gains in the year of disposal. The rate
ĂƉƉůŝĐĂďůĞƚŽƚƌƵƐƚĞĞƐŝƐϮϴй ŝŶƌĞůĂƟŽŶƚŽƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƚǇ͘

 ŝƐƉŽƐĂůƐŝŶĐůƵĚĞŐŝŌƐĂŶĚƚƌĂŶƐĨĞƌƐŽĨƉƌŽƉĞƌƚǇƚŽĨŽƌŵĞƌ
spouses following divorce, for example, and not only sales on an
arm's length basis. This means that a liability to NRCGT may arise
even if no money or asset is received in return for the dwelling.
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Calculating your gain
The new charge only applies to gains arising post-5 April 2015. The
taxable gain can be calculated either by working out the diﬀerence
between the value of the dwelling as at 5 April 2015 and the date
of disposal ("re-ďĂƐŝŶŐΗŵĞƚŚŽĚͿŽƌďǇĂƉƉŽƌƟŽŶŝŶŐƚŚĞŐĂŝŶŽǀ Ğƌ
the period of ownership ("straight-ůŝŶĞƟŵĞĂƉƉŽƌƟŽŶŵĞŶƚΗ
method) depending on which method is more advantageous. It is
ĂůƐŽƉŽƐƐŝďůĞƚŽĐĂƌƌǇŽƵƚĐĂůĐƵůĂƟŽŶƐŽǀ ĞƌƚŚĞǁ ŚŽůĞƉĞƌŝŽĚŽĨ
Žǁ ŶĞƌƐŚŝƉ͘ dŚŝƐŽƉƟŽŶŵĂǇďĞƵƐĞĨƵůǁ ŚĞƌĞƚŚĞĚǁ ĞůůŝŶŐŝƐƐŽůĚĂƚ
a loss as losses can be oﬀset against gains from disposals of other
UK dwellings in the same and future years.

Interrelation with ATED-related CGT and old CGT
Where the disposal is within the scope of NRCGT and/or old CGT
as well as ATED-related CGT, ATED-related CGT at 28% takes
precedence. The NRCGT and/or old CGT rules will only apply if
only part of the gain is ATED-related (for example, a relief from
ATED applied during a part of the period of ownership) and only to
the non-ATED related part of the gain. NRCGT will apply to any
post-April 2015 gain of non-residents which is not an ATED related gain. Any balancing gain (i.e. the part of the gain which is
neither ATED-related nor NRCGT gain) will be subject to the old
' dƌƵůĞƐ͕ ŝŶĐůƵĚŝŶŐƌƵůĞƐƚŚĂƚŝŶĐĞƌƚĂŝŶĐŝƌĐƵŵƐƚĂŶĐĞƐĂƩ ƌŝďƵƚĞ
gains of small non-UK resident companies to their UK resident
owners/shareholders.

How much was the dwelling worth on 5 April 2015?
WƌŽĨĞƐƐŝŽŶĂůǀ ĂůƵĂƟŽŶŝƐŶŽƚŽďůŝŐĂƚŽƌǇĂŶĚŽǁ ŶĞƌƐĐĂŶǀ ĂůƵĞƚŚĞ
dwellings themselves. It may, however, be a good idea to instruct
ĂƉƌŽĨĞƐƐŝŽŶĂůƐƵƌǀ ĞǇŽƌƉĂƌƟĐƵůĂƌůǇǁ ŚĞƌĞƚŚĞĚǁ ĞůůŝŶŐŝƐŚŝŐŚ
ǀ ĂůƵĞ͘ , D ZŝƐůĞƐƐůŝŬĞůǇƚŽƋƵĞƐƟŽŶƉƌŽĨĞƐƐŝŽŶĂůǀ ĂůƵĂƟŽŶƐŝĨƚŚĞ
disposal is not on an arm's length basis (for example, a sale to a
ƌĞůĂƟǀ ĞĂƚĂĚŝƐĐŽƵŶƚŽƌĂŐŝŌͿ͘ /ƚǁ ŝůůĂůƐŽďĞŶĞĐĞƐƐĂƌǇƚŽ
establish the market value as at the date of the disposal.

Private Residence Relief
The relief is available to non-resident individuals but the rules are
ŵŽƌĞƌĞƐƚƌŝĐƟǀ ĞƚŚĂŶƚŚŽƐĞĂƉƉůŝĐĂďůĞƚŽh <ƌĞƐŝĚĞŶƚŝŶĚŝǀ ŝĚƵĂůƐ͘
For a non-resident to be able to rely on the relief for the year of
ownership, he/she must have spent at least 90 days in the
Ěǁ ĞůůŝŶŐŝŶƚŚĂƚǇĞĂƌ͘ dŚŝƐŵĂǇďĞĚŝĸ ĐƵůƚŽƌŝŵƉƌĂĐƟĐĂďůĞĂŶĚ
may aﬀect the individual’s non-resident status. The relief does not
apply if the dwelling is rented out throughout the whole period of
ownership. If, for example, the dwelling was used as a residence
Į ƌƐƚĂŶĚƚŚĞŶƌĞŶƚĞĚŽƵƚ͕ ĂŶĂĚĚŝƟŽŶĂůůĞƫ ŶŐƐƌĞůŝĞĨŵĂǇďĞ
available to reduce the gain further.

Double tax treaty relief
^ŽŵĞĚŽƵďůĞƚĂǆƚƌĞĂƟĞƐĂůůŽǁ ĨŽƌƌĞůŝĞĨĨƌŽŵƚĂǆŽŶĐĂƉŝƚĂůŐĂŝŶƐ
in the non-resident's country of residence for the tax paid on the
gain abroad. This means that the non-resident tax payer only pays
tax once and the amount is the higher of the two countries' tax
bills. If the tax due in the individual's country of residence is lower

than their tax liability in the country where the gain arises, no
ĂĚĚŝƟŽŶĂůƚĂǆŝƐĚƵĞ͘ /ĨƚŚĞƚĂǆůŝĂďŝůŝƚǇŝŶƚŚĞĐŽƵŶƚƌǇŽĨƌĞƐŝĚĞŶĐĞ
is higher, the tax payer has to pay the diﬀerence. Residents of the
countries which tax their residents' worldwide gains but which do
ŶŽƚŚĂǀ ĞĚŽƵďůĞƚĂǆƚƌĞĂƟĞƐǁ ŝƚŚƚŚĞh <;ŽƌƌĞůĞǀ ĂŶƚƉƌŽǀ ŝƐŝŽŶƐŝŶ
ƚŚĞƚƌĞĂƟĞƐͿĂƌĞĂƚĂƐŝŐŶŝĮ ĐĂŶƚĚŝƐĂĚǀ ĂŶƚĂŐĞ͘ 

Reporting obligations
Disposals of UK dwellings by non-residents must be reported to
HMRC within 30 days from the date of the conveyance. If there is
ĂƚĂǆůŝĂďŝůŝƚǇ͕ŝƚŵƵƐƚďĞƐĞƩ ůĞĚǁ ŝƚŚŝŶƚŚĞƐĂŵĞƟŵĞĨƌĂŵĞ͘ 
Currently a return is required even if no tax is due, but the
&ŝŶĂŶĐĞŝůůϮϬϭϲŵĂŬĞƐƚŚĞƐƵďŵŝƐƐŝŽŶŽĨƐƵĐŚĂƌĞƚƵƌŶŽƉƟŽŶĂů
when statute provides that no gain or loss arises (for example on
a disposal between spouses who live together) or on the grant of
an arm's length lease for no premium to a person who is not
connected to the grantor.
/ƚŝƐŝŵƉŽƌƚĂŶƚƚŽĚŝƐƟŶŐƵŝƐŚďĞƚǁ ĞĞŶƚŚĞĚĂƚĞŽĨƚŚĞƚƌĂŶƐĨĞƌŽĨ
ƚŚĞƟƚůĞƚŽƚŚĞƉƌŽƉĞƌƚǇ;ŝ͘ Ğ͘ ƚŚĞĐŽŶǀ ĞǇĂŶĐĞͿĂŶĚƚŚĞĚĂƚĞŽĨƚŚĞ
disposal for CGT purposes as these are not the same in most
cases. For example, where a dwelling is sold at arm's length, the
ƉĂƌƟĞƐǁ ŝůůŽŌĞŶĞŶƚĞƌŝŶƚŽĂĐŽŶƚƌĂĐƚĮ ƌƐƚĂŶĚƚŚĞƐĞůůĞƌǁ ŝůů
execute a transfer deed to convey the dwellings to the buyer at a
later date. The date of the disposal for CGT purposes is the date
ŽĨƚŚĞĐŽŶƚƌĂĐƚ;ƉƌŽǀ ŝĚĞĚƚŚĞĐŽŶƚƌĂĐƚŝƐƵŶĐŽŶĚŝƟŽŶĂůͿĂŶĚŶŽƚ
the date of the transfer deed. If, for example, the contract is
signed on 25 March 2015 and the transfer deed is executed on 15
April 2016, it is necessary to remember that the disposal relates
to the 2015/16 year and the tax liability must be calculated using
the rates and allowances for that year.

IHT
IHT on UK dwellings held by non-domiciled individuals
directly or indirectly through offshore structures from
April 2017
Before 6 April 2017 non-domiciled individuals who held UK
ƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƚǇŝŶĚŝƌĞĐƚůǇ;ŝ͘ Ğ͘ ƚŚƌŽƵŐŚĂŶŽī ƐŚŽƌĞĐŽŵƉĂŶǇ͕
trust or other structure, such as a partnership) were not liable for
/, dŽŶƚŚĂƚƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƚǇ͘
In the 2015 Summer Budget, the Government announced that it
intended to make changes so that non-domiciled individuals who
hold ƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƟĞƐǁ ŚŝĐŚĨĂůůƵŶĚĞƌƚŚĞĚĞĮ ŶŝƟŽŶŽĨĂ
"dwelling" either directly or indirectly will be liable to IHT on the
ǀ ĂůƵĞŽĨƚŚŽƐĞƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƟĞƐ͘ K ƚŚĞƌƉƌŽƉĞƌƚǇ͕ƐƵĐŚĂƐŶŽŶ
-UK assets and UK commercial property, owned indirectly by an
oﬀshore company, trust or partnership, will not be aﬀected by
the changes.
The Government has conﬁrmed that the new rules will apply to
UK dwellings held through overseas close companies, trusts and
partnerships. The proposed new rules were temporarily
ǁ ŝƚŚĚƌĂǁ ŶĂƐĂƌĞƐƵůƚŽĨƚŚĞh <ůĞĐƟŽŶďƵƚǁ ĞƌĞƌĞŝŶƚƌŽĚƵĐĞĚŝŶ
the Finance Bill 2017 which was updated and republished on 13
July 2017. The new rules will be introduced by the Finance Act
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security, collateral or guarantee for a loan to buy, maintain or
ĞŶŚĂŶĐĞh <ƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƚǇ͕;ǁ ŚŝĐŚŝƐƐŽŵĞƟŵĞƐŬŶŽǁ Ŷ
as "back to back lending" and which we refer to here as
"Collateral Security") will be treated as property subject to IHT
in the hands of the borrower to the extent of the value of the
loan. This will bring within the scope of IHT foreign Collateral
Security up to the value of the loan (UK assets are already
ǁ ŝƚŚŝŶƚŚĞƐĐŽƉĞŽĨ/, dͿ͘ dŚĞŝŵƉůŝĐĂƟŽŶƐŽĨƚŚŝƐĂƌĞĨĂƌ
reaching. Borrowers may have pledged signiﬁcant foreign
assets which may become subject to an IHT charge at the rate
of 40% when the borrower dies.

2017 and will take eﬀect from 6 April 2017.
The Government has conﬁrmed that UK dwellings will be removed
ĨƌŽŵƚŚĞĚĞĮ ŶŝƟŽŶŽĨĞǆĐůƵĚĞĚƉƌŽƉĞƌƚǇĨŽƌ/, dƉƵƌƉŽƐĞƐƐŽŝƚǁ ŝůů
be within the scope of IHT even if held indirectly through an
oﬀshore structure.
Under the new rules a UK dwelling will be within the charge to IHT
only where it is used as a dwelling at the point at which a transfer
of value is made. The UK dwelling will be valued for IHT purposes
ĂƚŽƉĞŶŵĂƌŬĞƚǀ ĂůƵĞ͘ dŚĞůĞŐŝƐůĂƟŽŶĂůƐŽĐŽŶƚĂŝŶƐƌƵůĞƐƌĞůĂƟŶŐ
ƚŽŵŽƌĞĐŽŵƉůĞǆƐƚƌƵĐƚƵƌĞƐŝŶĐůƵĚŝŶŐƐŚĂƌĞĚĂŶĚŵƵůƟƉůĞ
ownership. It has also been conﬁrmed that for the purpose of the
new IHT charge "dwelling" will be deﬁned in the same way as for
the purpose of non-resident CGT (see above).

For example, assume X, a non-domiciled individual, purchases
Ăh <ƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƚǇĨŽƌάϭŵǁ ŝƚŚƚŚĞĂƐƐŝƐƚĂŶĐĞŽĨĂ
£0.5m loan from Bank Y, and Bank Y requires that X makes his
property in Doha (worth £2m) available as security for the
loan. Here the property in Doha up to the value of the loan
(i.e. £0.5m) will become subject to IHT. If the loan is
outstanding on X's death, X's executors can deduct the value
of the loan outstanding from the total value of the UK
ƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƚǇĂŶĚƚŚĞƉƌŽƉĞƌƚǇŝŶ ŽŚĂ͘ dŚĞƌĞŵĂŝŶŝŶŐ
value will be subject to IHT. Therefore X's estate will be liable
for IHT on assets valued at £1m (being the Doha assets
equivalent to the value of the loan (£0.5m) plus the UK
ƉƌŽƉĞƌƚǇǁ ŽƌƚŚάϭŵůĞƐƐƚŚĞĚĞĚƵĐƟďůĞůŽĂŶŽĨάϬ͘ ϱŵͿ͘ 

The Government has also announced that where UK dwellings
ĐŽŶƟŶƵĞƚŽďĞŚĞůĚƚŚƌŽƵŐŚĂŶŽǀ ĞƌƐĞĂƐĐŽŵƉĂŶǇ, D Zǁ ŝůů
require expanded powers to impose IHT directly on the property
or on the legal owners of the property when it is sold. The
Government has conﬁrmed that it does not now propose to
impose liability on the directors of companies which hold such
ƉƌŽƉĞƌƟĞƐĂŶĚĂůƚĞƌŶĂƟǀ ĞĂƉƉƌŽĂĐŚĞƐĂƌĞƵŶĚĞƌĐŽŶƐŝĚĞƌĂƟŽŶƚŽ
ensure that the IHT charge can be enforced.

New IHT charges for lenders and borrowers
/ŶŝƟĂůůǇƚŚĞ' Žǀ ĞƌŶŵĞŶƚƉƌŽƉŽƐĞĚƚŚĂƚůŽĂŶƐďĞƚǁ ĞĞŶƉĞŽƉůĞ
connected with each other should no longer be used to achieve a
ĚĞĚƵĐƟŽŶĨƌŽŵƚŚĞǀ ĂůƵĞŽĨh <ƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƚǇĨŽƌ/, d
purposes. In December 2016 the Government published
unexpected new proposals for loans which may apply even where
the lender is unconnected with the borrower. These proposals
ǁ ĞƌĞĂůƐŽƚĞŵƉŽƌĂƌŝůǇǁ ŝƚŚĚƌĂǁ ŶĚƵĞƚŽƚŚĞh <ůĞĐƟŽŶĂŶĚ
reintroduced in the Finance Bill 2017 to take eﬀect from 6 April
2017. Under the new proposals very signiﬁcant new IHT charges
may arise for lenders and borrowers where loans are made for the
ƉƵƌĐŚĂƐĞ͕ ŵĂŝŶƚĞŶĂŶĐĞŽƌĞŶŚĂŶĐĞŵĞŶƚŽĨh <ƌĞƐŝĚĞŶƟĂů
property to non-ĚŽŵŝĐŝůĞĚŝŶĚŝǀ ŝĚƵĂůƐ͕ ƚƌƵƐƚĞĞƐŽĨƐĞƩ ůĞŵĞŶƚƐ
created by non-ĚŽŵŝĐŝůĞĚƐĞƩ ůŽƌƐ͕ ĐůŽƐĞĐŽŵƉĂŶŝĞƐĂŶĚ
partnerships, The new charges are summarised as follows:


>ŽĂŶƐƚŽĂĐƋƵŝƌĞh <ƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƚǇ– a charge on the
lender
Loans made to a non-UK domiciled borrower to buy, maintain
ŽƌĞŶŚĂŶĐĞh <ƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƚǇǁ ŝůůĐŽŶƟŶƵĞƚŽďĞ
ĚĞĚƵĐƟďůĞďǇƚŚĞďŽƌƌŽǁ ĞƌĨŽƌ/, dƉƵƌƉŽƐĞƐďƵƚŵĂǇŶŽǁ Őŝǀ Ğ
rise to a charge to IHT for the lender if the lender is within the
scope of IHT (i.e. where the lender is an individual, partnership
ŽƌĂĐůŽƐĞĐŽŵƉĂŶǇŽǁ ŶĞĚďǇĂƐŵĂůůŶƵŵďĞƌŽĨƉĂƌƟĐŝƉĂŶƚƐͿ͘ 
dŚŝƐĐŚĂƌŐĞƉŽƚĞŶƟĂůůǇĂƉƉůŝĞƐƚŽůŽĂŶƐďǇĂůĞŶĚĞƌ
unconnected to the borrower, including a commercial loan
made by a Bank if the Bank is within the scope of IHT.



^ĞĐƵƌŝƚǇƉƌŽǀ ŝĚĞĚĨŽƌůŽĂŶƐƚŽĂĐƋƵŝƌĞh <ƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƚǇ
– a charge on the borrower
Assets which a non-UK domiciled borrower makes available as



ZŝŐŚƚƐŽĨƉĂƌƟĐŝƉĂƚŽƌƐŝŶĐůŽƐĞĐŽŵƉĂŶŝĞƐĂŶĚƉĂƌƚŶĞƌƐŚŝƉƐ–
ĐŚĂƌŐĞƐŽŶƉĂƌƟĐŝƉĂƚŽƌƐĂŶĚƉĂƌƚŶĞƌƐ
ZŝŐŚƚƐĂŶĚŝŶƚĞƌĞƐƚƐƚŚĂƚĂƉĂƌƟĐŝƉĂƚŽƌŚĂƐŝŶĂĨŽƌĞŝŐŶĐůŽƐĞ
company, or that a partner has in an oﬀshore partnership,
ǁ ŚŝĐŚĂƌĞĚŝƌĞĐƚůǇŽƌŝŶĚŝƌĞĐƚůǇĂƩ ƌŝďƵƚĂďůĞƚŽĂƌĞůĞǀ ĂŶƚůŽĂŶ
;ŝ͘ Ğ͘ ƚŽĂůŽĂŶƚŽďƵǇ͕ŵĂŝŶƚĂŝŶŽƌĞŶŚĂŶĐĞh <ƌĞƐŝĚĞŶƟĂů
property) or to the Collateral Security for such a loan will now
come within the scope of IHT.

The main residence nil rate band
Each individual currently has a maximum basic nil rate band
amount of £325,000. This is the amount which is chargeable to
IHT at 0%.
Changes introduced by the Finance Act 2015:
/ŶĚŝǀ ŝĚƵĂůƐǁ ŚŽĚŝĞŽŶŽƌĂŌĞƌϲƉƌŝůϮϬϭϳ ǁ ŝůůďĞĂďůĞƚŽďĞŶĞĮ ƚ
ĨƌŽŵĂŶĂĚĚŝƟŽŶĂůŶŝůƌĂƚĞďĂŶĚ– a main residence nil rate band
("RNRB") provided they leave their interest in their home to their
ĚŝƌĞĐƚĚĞƐĐĞŶĚĂŶƚƐ͘ /ŶĂĚĚŝƟŽŶ͕ ŝƚǁ ŝůůďĞƉŽƐƐŝďůĞƚŽƚƌĂŶƐĨĞƌĂŶǇ
unused RNRB to a surviving spouse or civil partner, where the
ƐƵƌǀ ŝǀ ŝŶŐƐƉŽƵƐĞŽƌĐŝǀ ŝůƉĂƌƚŶĞƌĚŝĞƐŽŶŽƌĂŌĞƌϲƉƌŝůϮϬϭϳ ͘
If the deceased had an interest in more than one dwelling, their
ƉĞƌƐŽŶĂůƌĞƉƌĞƐĞŶƚĂƟǀ ĞƐǁ ŝůůďĞĂďůĞƚŽŶŽŵŝŶĂƚĞƚŽ, D 
Revenue and Customs which dwelling should beneﬁt from the
RNRB (provided it had been occupied by the deceased at some
point).
The RNRB will be £100,000 for 2017/18, increasing in stages to
£175,000 in 2020-21.
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Ownership of UK dwellings by non-UK domiciliaries
There is also a tapered withdrawal of the RNRB where the value of
the deceased's estate is £2 million or more.
The Finance Bill 2016 includes a provision which covers the
ƐŝƚƵĂƟŽŶǁ ŚĞƌĞŝŶĚŝǀ ŝĚƵĂůƐΗĚŽǁ ŶƐŝǌĞΗďƵƚƐƟůůůĞĂǀ ĞƚŚĞŝƌĂƐƐĞƚƐ
ƚŽůŝŶĞĂůĚĞƐĐĞŶĚĂŶƚƐ͘ dŚĞĚƌĂŌƉƌŽǀ ŝƐŝŽŶƐƉƌŽǀ ŝĚĞƚŚĂƚĂŶ
ĂĚĚŝƟŽŶĂůZE ZĐĂŶďĞĐůĂŝŵĞĚǁ ŚĞŶƚŚĞĚĞĐĞĂƐĞĚΗĚŽǁ ŶƐŝǌĞĚΗ
ŽƌƐŽůĚĂůůŚŝƐͬ ŚĞƌƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƚǇĂŌĞƌϴ:ƵůǇϮϬϭϱĂŶĚƐŽŵĞ
ƉĂƌƚŽĨƚŚĞĚĞĐĞĂƐĞĚΖƐĞƐƚĂƚĞŝƐůĞŌƚŽĂůŝŶĞĂůĚĞƐĐĞŶĚĂŶƚ͘ dŚĞ
ŵĂŝŶZE ZƵƐĞĚĂŶĚƚŚĞĂĚĚŝƟŽŶĂůZE ZƵƐĞĚƚŽŐĞƚŚĞƌǁ ŝůůŶŽƚ
exceed the total RNRB that would have been available if the
ĚĞĐĞĂƐĞĚŚĂĚŶŽƚĚŽǁ ŶƐŝǌĞĚŽƌƐŽůĚŚŝƐͬ ŚĞƌƌĞƐŝĚĞŶƟĂůƉƌŽƉĞƌƚǇ͘
Estates valued at over £2 million will suﬀer from the tapered
ǁ ŝƚŚĚƌĂǁ ĂůŽĨƚŚĞĂĚĚŝƟŽŶĂůZE Z͘ 

Stamp Duty Land Tax
SDLT has undergone signiﬁcant changes which aﬀect both UK and
non-UK residents.

New system
h ƉƵŶƟůϰ ĞĐĞŵďĞƌϮϬϭϰ^ >dǁ ĂƐĐŚĂƌŐĞĚĂƚĂƐŝŶŐůĞƌĂƚĞŽŶ
ƚŚĞĨƵůůĂŵŽƵŶƚŽĨƚŚĞĐŚĂƌŐĞĂďůĞĐŽŶƐŝĚĞƌĂƟŽŶ͘ t ŝƚŚĞī ĞĐƚĨƌŽŵ
4 December 2014 the Government introduced a new
"progressive" system which applies to purchases of UK dwellings.
Under the new system SDLT is charged at increasing rates for each
ƉŽƌƟŽŶŽĨƚŚĞĐŽŶƐŝĚĞƌĂƟŽŶĨĂůůŝŶŐǁ ŝƚŚŝŶĞĂĐŚƌĂƚĞďĂŶĚ͘ dŚŝƐ
results in an SDLT saving for the buyers of dwellings up to
£937,500 and in a higher SDLT bill if dwellings are worth over that

Property or lease premium or transfer value

SDLT rate

Up to £125,000

Zero

dŚĞŶĞǆƚάϭϮϱ͕ ϬϬϬ;ƚŚĞƉŽƌƟŽŶĨƌŽŵάϭϮϱ͕ ϬϬϭ
2%
to £250,000)
dŚĞŶĞǆƚάϲϳ ϱ͕ ϬϬϬ;ƚŚĞƉŽƌƟŽŶĨƌŽŵάϮϱϬ͕ ϬϬϭ
5%
to £925,000)
dŚĞŶĞǆƚάϱϳ ϱ͕ ϬϬϬ;ƚŚĞƉŽƌƟŽŶĨƌŽŵάϵϮϱ͕ ϬϬϭ
10%
to £1.5 million)
dŚĞƌĞŵĂŝŶŝŶŐĂŵŽƵŶƚ;ƚŚĞƉŽƌƟŽŶĂďŽǀ Ğάϭ͘ ϱ
12%
million)

SDLT have been introduced on purchases of a dwelling by a
company or where purchased by an individual (directly or
ƚŚƌŽƵŐŚĂŶŽŵŝŶĞĞĐŽŵƉĂŶǇͿŝĨƚŚŝƐŝƐŽĨĂŶĂĚĚŝƟŽŶĂůĚǁ ĞůůŝŶŐ
such as a second home or buy-to-let property for a chargeable
ĐŽŶƐŝĚĞƌĂƟŽŶŽĨάϰϬ͕ ϬϬϬŽƌŵŽƌĞ͘ A dwelling already owned by
the individual anywhere in the world is taken into account in
determining whether the dwelling being purchased is an
ĂĚĚŝƟŽŶĂůĚǁ ĞůůŝŶŐ͘
The higher rates are as follows (3 percentage points above

Property or lease premium or transfer
value

SDLT rate

Up to £125,000

3%

dŚĞŶĞǆƚάϭϮϱ͕ ϬϬϬ;ƚŚĞƉŽƌƟŽŶĨƌŽŵάϭϮϱ͕ ϬϬϭ
5%
to £250,000)
dŚĞŶĞǆƚάϲϳ ϱ͕ ϬϬϬ;ƚŚĞƉŽƌƟŽŶĨƌŽŵάϮϱϬ͕ ϬϬϭ
8%
to £925,000)
dŚĞŶĞǆƚάϱϳ ϱ͕ ϬϬϬ;ƚŚĞƉŽƌƟŽŶĨƌŽŵάϵϮϱ͕ ϬϬϭ
13%
to £1.5 million)
dŚĞƌĞŵĂŝŶŝŶŐĂŵŽƵŶƚ;ƚŚĞƉŽƌƟŽŶĂďŽǀ Ğ
15%
£1.5 million)
ŶŽƌŵĂů^ >dƌĞƐŝĚĞŶƟĂůƌĂƚĞƐͿ͗ 
The higher rates do not apply if the dwelling is purchased as a
replacement of the individual's main residence. Where the
ƌĞƐŝĚĞŶĐĞǁ ŚŝĐŚŝƐďĞŝŶŐƌĞƉůĂĐĞĚŝƐƐŽůĚĂŌĞƌƚŚĞƉƵƌĐŚĂƐĞŽĨ
ƚŚĞƌĞƉůĂĐĞŵĞŶƚĚǁ ĞůůŝŶŐŝƚǁ ŝůůƐƟůůďĞŶĞĐĞƐƐĂƌǇƚŽƉĂǇ^ >dĂƚ
higher rates and claim a refund at a later stage.

Filing and payment
ƵƌƌĞŶƚůǇƚŚĞƉƵƌĐŚĂƐĞƌŚĂƐϯ ϬĚĂǇƐĨƌŽŵĐŽŵƉůĞƟŽŶƚŽĮ ůĞƚŚĞ
SDLT return and pay the tax due.

New Statutory Test of Residence
A new statutory test of residence was introduced with eﬀect
from 5 April 2013 and you should ensure that all of your
ﬁnancial and tax planning arrangements take account of the
new rules.

amount. The following rates apply:

Domicile rules

Purchases by corporate entities

The Government has announced a number of reforms to the
ƚĂǆĂƟŽŶŽĨŝŶĚŝǀ ŝĚƵĂůƐǁ ŚŽĂƌĞŶŽƚĚŽŵŝĐŝůĞĚŝŶƚŚĞh <ǁ ŚŝĐŚ
will take eﬀect from 6 April 2017. It is proposed that:

The above rates do not apply to purchases of UK dwellings worth
Žǀ ĞƌάϱϬϬ͕ ϬϬϬďǇĐŽƌƉŽƌĂƚĞďŽĚŝĞƐĨŽƌŽĐĐƵƉĂƟŽŶďǇƚŚĞ
shareholder or family members. Since 21 March 2012 such
purchasers have paid SDLT at a higher single rate of 15% on
ƉƵƌĐŚĂƐĞƐŽĨĚǁ ĞůůŝŶŐƐŽǀ ĞƌĂĐĞƌƚĂŝŶǀ ĂůƵĞ;ŝŶŝƟĂůůǇάϮŵŝůůŝŽŶ͕ 
reduced to £500,000 with eﬀect from 20 March 2014) and this
ƌƵůĞĐŽŶƟŶƵĞƐƚŽĂƉƉůǇ͘

Purchases of additional dwellings
Another change came into force on 1 April 2016. Higher rates of

1. Born in the UK with UK domicile of origin.
An individual who was born in the UK with a UK domicile of
origin, but acquires a domicile of choice elsewhere, will be
treated as deemed UK domiciled for all tax purposes for any
tax year during which they are resident in the UK. A period
of grace is allowed in respect of IHT where an individual
with a UK domicile of origin will be deemed domiciled and
charged to IHT for years of UK residence only where they
5

have been resident in the UK in at least one out of the
previous two tax years.
2. Deeming UK domicile for long term residents.
An individual who has been resident in the UK for at least 15
out of the past 20 tax years will be treated as deemed UK
domiciled for all UK tax purposes. Therefore, from the 16th
tax year of residence in the UK, a foreign domiciliary will
ďĞĐŽŵĞĚĞĞŵĞĚh <ĚŽŵŝĐŝůĞĚ;ƐŽĂŶŝŶĚŝǀ ŝĚƵĂůĐŽŶƟŶƵŽƵƐůǇ
UK resident since 2002/3 will become deemed domiciled from
ϲƉƌŝůϮϬϭϳ ͘ /ŶĐĂůĐƵůĂƟŶŐƚŚĞϭϱƚĂǆǇĞĂƌƐŽĨh <ƌĞƐŝĚĞŶĐĞ͕ 
any tax year during which the individual was under 18 will be
included.
IHT tax tail - If a foreign domiciliary who is deemed UK
domiciled leaves the UK they will lose deemed domicile status
for the purpose of IHT at the start of the fourth tax year of non
-residence.
Income tax and CGT tax tail - For income tax and CGT a six year
period of non-ƌĞƐŝĚĞŶĐĞŝƐƌĞƋƵŝƌĞĚďĞĨŽƌĞƚŚĞƌĞŵŝƩ ĂŶĐĞ
basis can be claim on return to the UK.
It should be noted that the new deemed domicile provisions will
apply for tax purposes only, and will not aﬀect the individual's
ĚŽŵŝĐŝůĞƐƚĂƚƵƐĨŽƌŽƚŚĞƌƉƵƌƉŽƐĞƐ͕ ƐƵĐŚĂƐƚŚĞĂƉƉůŝĐĂƟŽŶŽĨ
succession rules. Also the domicile status of parents under these
new deeming rules will not apply to their children whose domicile
status will be separately assessed.

Allowance decreases by £1 for every £2 of income above
£100,000. You may also beneﬁt from a Personal Allowance
under the terms of a Double-dĂǆĂƟŽŶŐƌĞĞŵĞŶƚ͘
The rate of income tax for a company is 20%.
A non-UK resident landlord will need to apply to HMRC so that
HMRC can authorise the tenant to pay the rent gross (i.e.
ǁ ŝƚŚŽƵƚĚĞĚƵĐƟŶŐƚĂǆͿ͘ dŚŝƐĂƵƚŚŽƌŝƐĂƟŽŶŝƐƌŽƵƟŶĞůǇŐŝǀ ĞŶ
upon the landlord undertaking to ﬁle tax returns in respect of
the rent. (This procedure is known as the non-resident landlord
scheme.)

Conclusion
If you are a non-domiciled individual who owns dwellings in the
UK you should seek advice on the way you structure your
property holding arrangements and also the succession of your
ƉƌŽƉĞƌƚǇĚƵƌŝŶŐůŝĨĞƟŵĞŽƌŽŶĚĞĂƚŚƚŽƚĂŬĞĂĐĐŽƵŶƚŽĨƚŚĞ
ƐŝŐŶŝĮ ĐĂŶƚƌĞĐĞŶƚĐŚĂŶŐĞƐŝŶƚŚĞh <ƚĂǆůĞŐŝƐůĂƟŽŶĂŶĚƚŚĞ
proposed future reforms.
In view of the reforms non-domiciled individuals who wish to
invest in UK property in future may wish to consider the
ƉŽƐƐŝďŝůŝƚǇŽĨŝŶǀ ĞƐƟŶŐŝŶĐŽŵŵĞƌĐŝĂůƉƌŽƉĞƌƚǇĨŽƌǁ ŚŝĐŚƚŚĞh <
ƚĂǆůŝĂďŝůŝƟĞƐĂƌĞůĞƐƐŽŶĞƌŽƵƐ͘

The Government has also conﬁrmed that UK resident nondomiciliaries will be allowed to treat the base cost of their
personally held foreign assets as the market value of the asset as
at 6 April 2017 for CGT purposes. Rebasing will not be available
ĨŽƌŝŶĚŝǀ ŝĚƵĂůƐǁ ŚŽďĞĐŽŵĞĚĞĞŵĞĚĚŽŵŝĐŝůĞĚĂŌĞƌƉƌŝůϮϬϭϳ Žƌ
who become deemed domiciled because they were born in the UK
with a UK domicile of origin and then become UK resident.

Income tax
Non-UK residents are liable to income tax on their UK source
ŝŶĐŽŵĞ͘ , Žǁ Ğǀ Ğƌ͕ h <ƚĂǆůŝĂďŝůŝƟĞƐĨŽƌŶŽŶ-UK residents are
limited.
A non-UK resident individual or company which owns any type of
ƉƌŽƉĞƌƚǇŝŶƚŚĞh <;ƌĞƐŝĚĞŶƟĂůŽƌĐŽŵŵĞƌĐŝĂůͿǁ ŚŝĐŚŝƐƌĞŶƚĞĚŽƵƚ͕ 
will be liable to income tax on the rental income received (less any
ĚĞĚƵĐƟďůĞĞǆƉĞŶƐĞƐͿ͘
For an individual, the rate of tax depends on his or her total
income in the UK during a tax year. For the 2017/18 tax year the
income tax rate for rental income up to £33,500 is 20%, the rate
from £33,501 is 40% and the rate above £150,000 is 45%.
/ĨǇŽƵĂƌĞĂĐŝƟǌĞŶŽĨĂƵƌŽƉĞĂŶĐŽŶŽŵŝĐƌĞĂĐŽƵŶƚƌǇ
;ŝŶĐůƵĚŝŶŐƌŝƟƐŚƉĂƐƐƉŽƌƚŚŽůĚĞƌƐͿŽƌǇŽƵŚĂǀ Ğǁ ŽƌŬĞĚĨŽƌƚŚĞh <
' Žǀ ĞƌŶŵĞŶƚĂƚĂŶǇƟŵĞĚƵƌŝŶŐƚŚĞƚĂǆǇĞĂƌǇŽƵǁ ŝůůďĞŶĞĮ ƚĨƌŽŵ
the Personal Allowance of tax free UK income. The standard
Personal Allowance for 2017/18 is £11,500. The Personal
6
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