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NON-DOMICILED INDIVIDUALS WHO ARE RESIDENT IN THE UK 

 

From 6 April 2008 important changes took effect on the taxation treatment of overseas income 
for individuals aged 18 years or over who are UK resident and either: 

• Not UK domiciled (i.e. non UK nationals whose country of birth, or their father’s nationality is 
non UK), or 

• Not ordinarily resident, (i.e. do not visit the UK regularly, or average less than  than 91 days in 
the UK per annum). 

The Previous Basis of Taxing Foreign Income for non domciliaries up to 5 April 2008 

Individuals, who were resident in the UK, but who were not ordinarily resident and/or not 
domiciled in the UK, were entitled to claim the Remittance Basis of taxation. This meant that, 
whilst they were taxed like other UK residents on their income and gains arising in the UK, they 
were also taxed on any income or gains they ‘remitted’ to this country (bring into the UK from 
overseas). They were not taxed on their foreign income and gains which remained outside the 
UK. (A ‘gain’ is when something owned is sold at a profit.) 

New Rules for the Remittance Basis from 6 April 2008: 

Individuals not affected by the changes 

Individuals who are UK resident, but non-UK domiciled are not affected by the new rules if: 

a) They have less than £2,000 unremitted foreign income or gains in a tax year, regardless of 
how long they have been resident in the UK, 

or  

b) They have been resident in the UK for less than 7 years out of the previous 9 tax years. 

Non-UK domiciled individuals falling within a) and b) above will still be able to use the 
remittance basis, also they will still be entitled to UK personal tax and capital gains allowances.  

Individuals affected by the changes 

Non-UK domiciled individuals who have been resident in the UK for  at least 7 years out of the 
previous 9 years will be affected by the following changes which will have to be reported on 
their annual Tax Return for the first time for the year ended 5 April 2009. 
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• They must report ALL their overseas income arising in the tax year, thus paying UK tax on that 
income, less relief for any foreign tax paid on that source. 

(Note: for remittances made after 6 April 2008 but where the foreign income arose in any tax 
year prior to 5 April 2008, those remittances must be shown separately). 

or, 

• If the Individual chooses to remain on the Remittance Basis, i.e. only reporting income that has 
been remitted into the UK, a claim must be made on their Self Assessment Tax Return and the 
following will apply: 

 

a) Loss of entitlement to UK personal tax allowances and annual capital gains 
exemptions 

 and 

b)  Be liable for income tax and/or capital gains tax on remitted income and/or gains that 
have been brought into the UK (see separate paragraph for definition of remittance) 

 and 

c) Pay the Remittance Basis Charge (RBC) of £30,000. 

Please note: 

i) The £30,000 RBC charge must not be remitted into a personal UK bank account 
otherwise it will be treated as a separate remittance and be subject to UK tax. If the 
£30,000 RBC charge is to be paid from overseas funds, it has to be paid directly to the 
HM Revenue & Customs bank account from the overseas bank account. 

ii) If paying the £30,000 RBC, a nomination must be made as to which foreign income or 
gains the charge is to be allocated against. In determining the nominated foreign 
income or gains, it is necessary to convert each amount into sterling at the exchange 
rate at the time the income or gain arose. 

Nomination is a very complex area due to the interaction with actual remittances and 
the order that those remittances are treated for tax purposes.   

It is important to keep separate bank accounts covering income, capital gains and capital, as 
this will assist in establishing the source of the remittance. 
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HM Revenue and Customs have provided a flow chart on their website to assist in the decision 
whether to remain on the remittance basis. 

http://www.hmrc.gov.uk/nonresidents/flowchart.pdf 

 

It is unlikely a non-UK domiciled individual with over 7 years residency, would choose the 
remittance basis if overseas income or gains was less than £75,000 per annum. 

In each tax year it is possible to choose whether to use the remittance basis or to declare all 
overseas income. 

 

 

 

Definition of Remittances into the UK 

This has far wider meaning than merely bringing money into the UK and also includes: 

a. Money or property which is brought into or received in or used in the UK, or if a service is 
provided in the UK, and paid for with foreign income or gains. 

b. Any commercially recognised form of money, such as cash, notes, cheques, promissory 
notes, bills of exchange or financial credit can constitute a taxable remittance. 

c. Remittances made to or by a relevant person, which includes the individuals spouse, civil 
partner, minor children or grandchildren. 

d. Money or property does not have to be physically imported from overseas, it may be 
received in the UK from another resident, in return for money or assets representing 
income, being transferred to them abroad. 
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Additional definitions 

Resident in the UK 

Individuals who are resident in the UK normally pay tax on their income and on gains accruing 
on the disposal of assets which arise in the UK and anywhere else in the world. The position is 
different for those people who are resident in the UK, but are not ordinarily resident and/or 
not domiciled here. 

UK Residence will depend on individual circumstances.  An individual will be resident in the UK 
if they are present for 183 days or more in the tax year. The UK tax year is the 12 months 
starting on 6 April and ending 5 April the following year. Even if an individual is present in the 
UK for less than 183 days, they might still be considered resident in the UK. For example, an 
individual who comes to live in the UK part way through a tax year or has been living in the UK, 
but leaves to take an extended holiday, will still be resident if they have not left the UK 
permanently, or indefinitely. 

When calculating the number of days present in the UK, an individual must count the total 
number of days spent in the UK during the tax year regardless of the number of trips made in 
and out of the UK during that period. From 6 April 2008, an individual is treated as being 
present provided they are present in the UK at midnight. There are certain exceptions for 
individuals who can prove that they were only in the UK as part of their onward journey from 
one non-UK country to another and for exceptional circumstances beyond an individual’s 
control. 

Not ordinarily resident 

It is possible to be resident in the UK but also, at the same time, be not ordinarily resident. 
Individuals will be regarded as being ordinarily resident if they visit the UK regularly and their 
visits average 91 days or more in a tax year. The date from which HM Revenue & Customs 
regard people as being ordinarily resident will depend on the individual’s intentions. 

Domicile 

Domicile is a concept of general law and might be different from an individual’s residence or 
nationality. A person can be resident in the UK, but have domicile in another country. A country 
of domicile is usually acquired at birth and could be: 

• the country a person considers their permanent home. 
• the country which an invidual’s father considered to be his ‘home country’ at the time of the 

individual’s birth or if their parents were not married, the mother’s ‘home country’.  
• for women married before 1974 domicile was acquired from the husband on marriage. 


