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Many of the technical
terms used in this
guidance are explained
in the glossary at

part 12.

Earned income would
include income you
receive as a salary or
from a business while
investment income
would include interest
received from a bank.
Details of these are

found in part 10 of this
guidance.

You can find your local tax
officein The Phone Book
orgoto
www.hmre.gov.uk
Dettails of specialist
offices dealing with
particular individuals
are set out in part 13 of
this guidance.

The booklet Customer

Guide to Inheritance Tax is

available to help you on
Inheritance Tax matters.

You can find it at

www.hmre.gov.uk

1 Introduction-andGlessary

gutdaneereplaces the IR20 Residents and non-residents: Liability to tax in the United
Kingdom. Any practices associated with the IR20 — whether overtly expressed or not
—will not apply from 6 April 2009, unless provided for

outside the IR20 (in statute law, in case law, in published extra -statutory

concession, or in a guidance note).

This guidance outlines our (HM Revenue & Customs) application and interpretation
of legislation and case law. The material is provided for your guidance. It sets out the
main factors that are taken into account based on the rulings of the courts. Whether
any section of this general guidance is applicable to you depends on your particular

facts, as each set of circumstances will be different. It also seeks to give practical
examples of what the relevant law means; these are only illustrative examples.

Any practices described in this guidance are subject to periodic review and may
subsequently be altered or withdrawn. If practices were to be changed or revoked

this would not normally be done so retrospectively.

You do not need to read this guidance if you live in the UniteeH<ingder-{ UK} and pay UK tax on your

UK iincome and chargeable gains and-=—yeu-are-remaining--the-UHK—=—yo4 you plan to remain

in the UK, and either: = have never received foreign income or foreign chargeable

gains; or

<—yeu have had foreign income or chargeable gains in the past and you paid UK tax
on the foreign income or gains in the years when these arose/accrued.

Your residence position is one of the factors that determines what UK tax you need to pay on what types of
income and gains. If you are resident and ordinarily resident in the UK you will be liable to UK tax on all

your income wherever it arises (Unless you claim the remittance basis because you are not UK-

domiciled). This includes eamed income from empl and self-employment, as well as
your UK investment income such as dividends or interest from a bank or building
society. You will also pay Capital Gains Tax on any gains you have from the
disposal of certain assets which belong to you.

Even if you are resident (or ordinarily resident) in another country you may also be
resident (or ordinarily resident) in the UK. This is sometimes referred to as dual
residence.

The terms of a Double Taxation Agreement might affect your final tax position. If
you are at all unsure of your position then this guidance should help by providing a
starting place to get the information you need. If you need more help please contact
us, or speak to your tax adviser.
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Fhe-The-Purpesepurpose of this guidance

This guidance is designed to help you as an individual. It explains how — when you
have connections outside the UK — your réividuatparticular circumstances will
affect what UK tax you need to pay. It applies only to individuals so it does not cover
trustees (except in their treividual-capacity as individuals), companies, clubs, societies
or other types of legal person. Nor does it cover Inheritance Tax.

your right of appeal against any HM Revenue & Customs (HMRC) decision.

You are responsible for your own tax affairs in the UK-but . You should keep supporting documents.
We might ask you about your tax affairs at some time.

This guidance will tell you the main factors that-we-at-HMRCto take into account
when deciding your residence, ordinary residence and domicile status, and the
potential consequences for your UK tax purpesesposition. It is general guidance

which is designed to help you reach a decision yourself. We-aceept-that-these-are
retDepending on your circumstances this might not be straightforward subjeets-and

our guidance mrightmay not cover all of the

issues which affect you ¥eu—mrght—ﬁnd—that—yeerp|eersenakerreetmstanees—are—mere

. If this is the case you
|gh t need to contact us to obtarn further |nformat|on or, alternatively, seek the

services of a professional tax adviser.

1.1 Self Assessment in the UK and how to appeal

1

Depending on your circumstances, you may have to complete a Self Assessment tax
return. Thj

fi Irng a Qage return by&eertarneate—'s normally 31 October foIIowrng the end of
the tax year for which you are making the return. If you file your tax return online, the
deadline for filing is normally 31 January following the end of the tax year for which
you are making the return, and the filing process herpsassrsts you with the tax

calculatlon process A

willNot all the Self Assessment pages reIevant to thrs gurdance are avarlable in our
online system. If you need to complete-to-tel-us-about-these-matters-arefill in one that
unlece

is not available gpline so—un rouyou Will have to use externally supplied software_

you-will-have-to OF submit a paper tax return. —Rememtee#the—deadl—me—fer—ﬁ-l—mg—a

After processing, we wilimay select sgmeyour completed yeturpsreturn for further

examination. The Self Assessment system alsg meansrequires that jt is up to YOU-tg
make a decision on whether or ot you are resident in the UK-for-tax-purpeses. If you
are resident; you witimay also have to decide whether you are not domiciled and/or
not ordinarily resident in the UK as this may affect how any foreign income and/or

gains that you have are taxed in the UK. If you decide that you are not resident, or not
ordinarily resident, or not domiciled in theUK
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Assessment retura-for-further-checking We may ask you to provide evidence in
support of this.

z it , i - mn

Your dealings with us will normally be routine. But there may be occasions when you disagree with a
decision made by us. If this h ns may be able to chall the decision i

In most cases your appeal will be settled by reaching an agreement with us. But if you
can't agree, you can ask for either of the following: = a review by us, or

= your appeal to be heard by an independent tribunal.
When we write to you with a decision we will also tell you:

= if you have a right to appeal
= how to appeal

= what time limits apply

= where to send your appeal

‘You must send your appeal to us in writing, normally within 30 days of the 3ssessment ordate of the

decision you disagree With_sayingwhy-you-think-it-is-wrong-From-—1-Apri-2009-the

form (which you may have been sent with the decision letter) or you can letter.

YYou can find out how this systemworks, how t0 yeqesiask for a review, or how to appeal to the tribunal, by
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Other-guidaneeGuidance
is available_on our
website to help you
decide if you need to
complete a Self
Assessment tax return.
There is also guidance to
help you work out your
tax liability. We ask you
to give us enough detail
of your income and
circumstances to allow
us to check your return.

Further guidance on
domicile and UK
ordinary residence can
be found at +5512.5
and

Earned-income
would-include
income-youreceive
as-a-salany-orfrom-a
business-while
nvestment-would
include-interest
receivedfroma
bank-Details

of these-are
found-at-part-10-
5

=
N
=

AFactsheet HMRGCLis
available:sat YOUCan
obtain factsheet HMRC1
about reviews and appeals at
www.hmrcgov.uk

= from-anYou canalso obtain

the factsheet by visiting your
nearest HVIRC Enquiry

Centre,_or by phoning your
localthe HVRC
office Helpline whose

number you will find in The
Phone Book.

You can find g More_information about the appeals process at www.hmrc.gov.uk
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Full details on being not

ordinarily resident in the

UK, being not domiciled
in the UK and on how to
claim the remittance
basis and the affects of
doing so can be found

in parts 3, 4 and 5 of

this guidance.

An explanation of what

we mean by:

e accrueisat 12.2

= arising basis is at 12.3
and

 remittance basis at
12.20.

1.2 An introduction to Resideneyresidence

2
The terms :‘residence:’ and :‘ordinary residence:’ are not defined in the Taxes Acts.

TheOur guidanoewe_gwe mﬁesetenmm%%gamls Iargelybased on rullngsof

This gwdanoetellsyou Ihe main f'actorswetotake |nto aocountvvhen deC|d|ng your r%ldenceand ordlnary

residence status. Your statuis is determined by the facts of your particular case. Itisnot simply a
question of the number of days you spend in the country.

—
If you are resident in the UK you are normally treated-as-beingtaxed on the :‘arising
basis_of taxation’ (see 1.5.312.3). This means that you will pay UK tax on all of
your income as it arises and on your gains as they accrue, wherever
that income and those gains are in the world. There are some
exceptions to this gndthese are-also-gutlined-inthecovered in this
guidance.
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It is possible to be resident in the UK, but not ordinarily resident here (see

151512.15) and/or tg he resident but NOt domiciled here (see 1. 5512.5). If
eitherat least one of these circumstances applies to you, you have a choice of

whether to use the arising basis of taxation g account for your worldwide income
and-gains-as-they-ariselacerue-orto-use-the-Of the ‘remittance basis’ of taxation.

Full details of the remittance ba3|s can be found l.a;er_ln Qart 5 of this gmdance
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Page 14
ordinary residence in
part 3.

inf ]

Special treatment applies
to people when they first
arrive in the UK and

when they leave the UK

~seep 424

More information about
the Remittance
Basisremittance basis can
be found gin part 5 of this
guidance. You can also
find information about
what we mean by
Dormiciledomicile in part 4
and what we mean by

Ordinary-Residence-in
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2—Residence
H-the- UK Guidance

specific to people when
they come to or depart

from the UK is available in

parts 7
and 8.

For information about a

UK tax year see 12.26. For

what counts as a day see
2.2.1.

2 Residence in the UK

It is important that you understand what we mean by :‘resident in the UK fgr tax
purposes. because this will determine what UK tax you have to pay. There is no

statutory definition of ‘residence’. Instead, it takes its normal, everyday meaning.

It is possible to be resident in the UK for income tax-and-capital-gains-tax
purpeses Under our tax rules and at the same time be cgnsidered-resident in another

country under that country’s rules. This is galled 'sometimes referred to as ‘dual

residence’.

If you are resident in_pgth the UK and another country, you will need to look at the

guidance in part 9 which tells you about Double Taxation Agreements
(bTADTAS). If a DTA exists between the UK and the other country jn which-you

areconsideredresidentthere may be provisions in the agreement which specify
at-you pa_\yl tax-on ycur fcreig a ”d galns llhto determine Whel‘e You W|“ pay
u are also resident in another country, you should note that UK and foreign

tax years might not be the same.

»]

hecom

baTal
LLAAARE) L%

2.1 UK _pay tax-in-your-othercountry-of r€SIdeNnCe or pay some-tax-in-the UK-and
someinthe othercountry —taxliability

21 id iabili
When you are resident in the UK you are normally taxed on the :Arising-Basis-of
Taxation-and-arising basis of taxation’, meaning you will pay UK tax on: «_any
of your income which arises in the UK, and «_aqy of your income which arises
outside the UK, and._any:- gains which accrue on the disposal of your assets

anywhere in the world. But, if you are resident in the UK and you are:
< not domiciled in the UK and/or

= not ordinarily resident in the UK there are special rules which might apply to your
foreign income and gains_yhich. These allow you to pay UK tax only on the amount

of your foreign income and gains that you, or another relevant person, bring- intobrings
(or remit remits’) to the UK. Even if these special rules do apply to you, you will still

have to pay UK tax on any of your income and gains which arise/accrue in the UK.
This method of dealing with your foreign income and/or gains is called 'The

Remittance Basis' the remittance basis’.

22— K Residence2.2 UK residence

There are many different factors which will determine whether you are resident in the

UK during-a-tax-year- With one exception (explained in the next paragraph), it is not

simply a question of the number of days you are physically present in the UK during a
tax year, although this is an important consideration.

The only occasion when the number of days that you are physically present in the UK
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will determine your
residence status here

is when you are here
for 183 days or

axyear. Inall cases

ukhere for 183 days

more during a tax year. If you are here for 183

are-physically present in-the Uichere-£183 days or more_in a tax year, you wjl} beare
resident here IN that tax-yearthe UK. There are no exceptions to this

Youcanalsopgssible-to-Deresident inthe UK if you are present i, the- i here for jessfewer than 183
days in a tax year._This will depend on how often and how long you are here, the
purpose and pattern of your presence and your connections to the UK. These might
include the location of your family, your property, your work life and your_hysiness

or social connections.
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Days you have spent in
the UK because of
exceptional
circumstances beyond
your control may be
disregarded. This does
not apply if total days in
the UK, including those

due to exceptional
circumstances, are equal

to or exceed 183 days.
See 8.6 for more
information about

exceptional
circumstances.

The following are examples, but they are not a complete list. These and any

other relevant factors must all be considered together to give a complete

picture.

= Family ties include having a spouse, civil partner, children or other family
members you are close to, in the UK.

= Social ties include membership of clubs and societies and events that you regularly

attend or host. It also includes any regular recreational engagement, such as
returning each year for an annual sporting season.

= Business ties include owning or being a director of a business based in the UK, or
having employment, including self-employment, in the UK. Regular
employment duties in the UK are a tie and you need to consider the extent,

frequency and nature of those duties. It does not matter if the duties themselves
are not taxed, for example because of a DTA.

= Property ties include a house or apartment that you own or lease, or property held
primarily for investment but that also provides you with accommodation when you
are in the UK. A house or apartment provided for your use for the duration of your

time in the UK as part of an employment package is ‘available accommodation’
and is a tie to the UK.

= _|f you think you may just be visiting the UK then part 7 will help you consider the
pattern of your visits, but you must also consider the purpose of those visits. For
instance, a short term one-off employment assignment to complete a project for a
foreign employer might not in itself make you resident. But if you repeatedly come

to the UK for regular business meetings then your visits have a non-temporary
purpose. You need to look at the frequency of those visits alongside your other ties

to the UK.

If the nature and degree of your ties to the UK show that it is usual for you to live in
the UK, you are resident in the UK. It does not matter whether you live here for

employment, leisure, or just because you like being in the UK.
If you have previously been resident in the UK then to become not resident you must

leave the UK, either by making a definite break or by taking up full-time work
abroad — see part 8.

2.2.1 Days of presence
When you gre countingcount the number of days that you have been present in the UK

during a tax year you must include all of the days in which you have been in the UK
at the end of the day (that is, midnight). It is the number of days counted in this way
that is important, not the number of visits you make to the UK. These rules-apphyThis

applies from 6 April 2008.

H-you-areThis is the general practice, but it will not necessarily be appropriate in all
cases. If you spend very significant amounts of the year travelling internationally,

you should keep a record both of the days you were present in the UK and of those
days where you are here at midnight. Both will be factors when looking at the
pattern and purpose of your visits.

For tax years before 6 April 2008, you would not normally jncludecount any days
on which you arrived in or departed from the UK.
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You can find more information about Capital Gains Tax at www.hmrc.gov.uk

Foreign countries include
the Channel Islands and

the Isle of Man, see 12.1.

2.3 Passengers travelling through the UK

Under the rules which apply from 6 April 2008, if you are a passenger travelling
between two foreign countries via the UK, and you arrive in the UK on one day and
leave for your next foreign destination on the following day, you will not have to
count the day you arrived in the UK_. This applies even though you were still in the

UK at midnight at the end of that day. yguNeither will 5155 ngtyou count the day you

leave the UK. Eoreign-countries-include-the- Channel-Islands-and-the-Iste-of Man-
However-this-exemption-apphies-onhy-if yourBut this does not apply if you engage in
any activities while in the UK that are not substantially related to completing travel
to a foreign destination. So_for example; if you attend a business meeting, visit a
property you own, arrange to meet people socially or attend social activities, you
must count that day as a day of presence if you are in the UK at the end of the day.

Example
You can find information on

%%m aYou are resident of the Isle of Man 5e)sand travel to the aintang UKas part of g gnuwarg@journey to the USA
L):g_ TheyYou have to stay overnight in the UK before catching a flight to the USA eaFp,‘Lthe following day. Their

guidance. preseneeYOUf being in the UK for that one night would not count as a day of pacjdenceresence in the UK. But, if
Extra-statutory theyYOU Were to carry out an activity such as attending a business meeting, visiting the theatre or visiting 5
concessions and family before catching the flight to the USA, the gyemption wilieXception would
staterments of practice not apply and the night spent in the UK ,,;;jwould be counted as a day of presence

183-days-More

information on thijswhat

you must consider when
you come to or leave the age-16

UK can be found in gart

elhoasemeene
| idont |
the-Ul-and-inpart-8
MIEce-semoeRcsiens

UK parts 7 and 8 of this
guidance.
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2.4 Residence - Tax treatment foryearsYears of arrivalin and departure
from the UK

Strictly, you are taxed

as a UK resident for the whole of 5y tax year when you are resident here for any

part of it. But, if you leave or come to the UK part-way through a tax year, the year

may, by concession be split (extra-statutory concession A11). This means that the
UK Income Tax you should pay because you are resident here is calculated on the

basis of the period you are living here rather

This has the sgme effect g50f splitting the tax year into resident and not resident
periods for the purposes of calculating the tax due.

This split -year treatment will apply to individuals who:

< come to the UK to take up permanent residence or to stay for at least two years, or
« leave the UK to become permanently resident abroad or

= leave the UK for full-time service under a contract of employment for at least a
complete UK tax year and any interim visits to the UK in the period do not amount

to 183 days or more in any tax year or an average of 91 days or more in a tax year.

There is a further Extra Statutery Concession€Xtra-statutory concession (A78) which
also allows :split-year: treatment if you are accompanying your spouse or civil
partner when they leave the UK to work full-time abroad, or in the year of return to
the UK.

TheAlthough the rules for capital GainsCapital gains are significantly different from
those for income s, there is a simijarsplit-year concession rejatingwhich relates to

the chargeable gains fgr0f people who come to, or leave, the UK during a tax year
(Extra-Statutory Concessionextra-statutory concession D2).
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You can find more
information about how
the UKiin part 10.
When-you-are
resident-inthe UK
but-not-ordinartly
residentyou-cannot
useYou can find more
information on the
remittance basis of
o
)
.* | 9

H@t—d@m}eﬂ-ed—he@—- i O
Seein part 5.

meazd  Ordinary residenceresidence in the UK

3.1 How ordinary residence affects UK tax liability

When you are resident in the UK, whether or not you are “‘ordinarily resident” in the
UK is generally relevant only if

If you are resident but not ordinarily resident in the UK you may claim the

remittance basis for your foreign income. But you will always pay income tax on
your UK income.

When you are resident in the UK but not ordinarily resident you cannot use the

remittance basis of taxation in respect of your foreign gains unless you are not
domiciled here.

ButtheThe main exceptions to thethis general position invehverelate to the

application of the anti-avoidance legislation on transfers of assets abroad and
the statutory provisions dealing with the attribution of income and gains to
settlors or beneficiaries of trusts. These are complex matters which are not dealt
with in this guidance-and-if. If they apply to you, you maymight wish to obtain
professional advice.

Hewever—evenEven if you are not resident in the UK, you may be ordinarily

resident, and if so, you may be liable to YltaxCapital Gains Tax on the disposal
of UK and/or foreign assets.

3.2 What does OrdinaryResidencegrdinary residence mean?

Ordinary residence is different from “residence-’. The word “‘ordinary” indicates
that your residence in the UK is typical for you and not casual. It is important not to
confuse ordinary residence with domicile (see part 4).-Y-ou

If you have always lived in the UK then you are ordinarily resident here. When

you come to the UK you do not have to intend to remain in the UK
permanently or indefinitely in order to be ordinarily resident here. It is enough
that your residence has all the following attributes.

< Your presence here has a settled purpose. This might be for only a limited
period, but has enough continuity to be properly described as settled. Business,
employment and family can all provide a settled purpose, but this list is not
exhaustive.

= Your presence in the UK forms part of the regular and habitual mode of your life
for the time being. Thispattern can include temporary absences from the UK.
HFEor example if you come to live are-werk-in the UK for three years or more then
you will have established a regular and habitual mode of life here_from the start.

= You have come to the UK voluntarily. The fact that you chose to come to the UK
at the request of your employer rather than seek another job does not make your
presence here involuntary.
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Guidance on what you
need to consider when

arriving in or departing
from the UK can be

found in parts 7 and 8

ORS-W 0 g-16-0 The
pattern of your presence, both here-inthe UK-and-overseas-is-antmportantfactor
when-yeu-in the UK and overseas, is an important factor when you are deciding if
you are ordinarily resident in the UK. You will also need to take into account your
reasons for being in, coming to, or leaving the UK and your lifestyle and habits.

Parts 7 and 8 will help you with this, as they explain the considerations for those
coming to and departing from the UK.




Youcanbe
ordinarily residentin
the UK and, at the
sametime, be
ordinarily residentin
another country.
Yourordinary
Fesieersainanstfer
ecuAtryEleesret

.
PFoVEY 'E.? EH S.E:' 9
el

It is possible to be
resident in the UK
butteand be not
ordinarily
resident here.
This means that
although you are
resident in the UK
under UK rules
during a tax year,
your residence
does not have one
or more of the
factors that would
make you
ordinarily
resident.

=—|t is also possible
(but unusual) to be
not resident in the
UK but remain
ordinarily resident
here. If you
normally live in the
UK you might
become not
resident because

you-are-notinthe
ot s g
asolely for one tax
year. As you would
usually be resident
in the UK and this
is where you have
your normal home,
family ties and

other social
connections, you
withmight still be

ordinarily resident
here.

3.3 Examples of ordinary residence-by-seenario

These examples are only illustrative. You will need to consider all the facts in your

own case, including the purpose of any previous visits, any emerging patterns and
your total and average day counts. It is not possible to cover every eventuality in this

guidance and you may like to contact us or take professional advice if your

circumstances are not obviously covered in this part of the guidance. If any of the
facts in the examples are changed then the status of the individuals might change.
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For

example:further
information about
double taxation see

part 9

Example 1

Sarah is a British citizen who has lived in the UK most of her life. She has homes in

London, 94days, California and France and has spent substantial amounts of time at her
other homes or travelling on business.

The opportunity arises for Sarah to travel more on business, especially in North America and she
therefore spends less time in the UK and more time in her California home. Sarah’s partner and
their children are based in the UK and the family spends the summer together in France. During
the year ended 5 April 2010 Sarah is present in the UK at the end of 43 days, although she
typically arrives in the UK in the morning and leaves in the evening_so many of the days she is in

the UK do not get counted for the 183 day test

Sarah’s “end of day” counts for the years ended 5 April 2011, 5 April 2012 and 5 April 2013
are 85, 110 and 90 respectively. The average for the four years to 5 April 2013 is just under

82 days.

Although Sarah has been present in the UK at the end of the day for during the four years
under review, she has ret-becomenoetremained resident and-ret ordinarily resident here.
This is because her presence in the UK in all years shows a pattern indicating residence
here_and that such residence is ‘ordinary’ for her. There is nothing casual about thather
residence — Sarah has a home and family in the UK to which she returns whenever she
wishes and her business allows. Sarah’s residence in the UK is-netabreakincontinues. Her
presence in the UK is an integral part of the regular pattern of her life-tisanintegrat
part-ofit. The precise amount of time that Sarah spends in the UK does not affect this
fundamental point.

Sarah has been and remains resident and ordinarily resident in the UK. It is possible that
Sarah is resident in France or the USA for the purposes of French or US federal and state

income taxes. This does not affect her residence in the UK. If she is dual resident for any
period it might be necessary to decide where Sarah is treaty resident for the purposes of
the relevant Double Taxation Agreement.

Page 28



Example 2

Juan is a Spanish_citizen and is seconded by his Spanish employer to work on a project in the UK for
approximately nine months from early June 2009. Juan’s wife and family remain in Spain and he
returns there to visit them every two weeks. He takes two weeks holiday in August 2009 which he
spends outside the UK and another two weeks at Christmas which he spends in Spain with his
family.

When he first arrives in the UK, Juan stays in hotels but he then takes a six-month lease on a-flatan
apartment here andthat he extends-thelease for two months in early 2010. The project is
completed and Juan returns to Spain in mid-March 2010.

Juan has spent more than 183 days in the UK. He is resident-ir-the-Uk for the year ended 5 April
2010-as-he-spends-183-days-or-more-inthe- k2010 but he is not ordinarily resident-here.

Juan takes up a new employment in Spain in July 2010. His new employer seconds him to their UK
business to resolve a crisis in the business. His wife and family again remain in Spain, but he is not
able to visit them very often and they visit him in the UK once a month. Between early September
2010 and 5 April 2011 Juan spends over 183 nights in the UK, either in a company flat or in various
hotels. His secondment ends and he returns to Spain at the end of May 2011.

Juan is resident in the UK for the year ended 5 April 2011 but he is not ordinarily resident here.

His residence in the UK does not yet have a sufficiently settled purpose; it is still not ‘ordinary’for
him.
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Your domicile status may also
be relevant for Inheritance
Taxand you should
consulirefer to the
gutdebooklet Customer
Guide to Inheritance Tax
for more details.

If you require more
detailed information on
domicile for ircome
taxIncome Tax and eapital
gains-taxCapital Gains Tax
purposes you should
refer to the ‘Residence,
Domicile and Remittance
Basis Manual: which can be
found-en-ourwebsite at
www.hmrc.gov.uk

The UK has three
territories for domicile:
England and Wales
Scotland; and
Northern Ireland.

4 Domicile

4.1 How does domicile affect your UK taxlncome Tax and Capital Gains
Tax liability?
For income-taxIncome Tax and capital-gains-taxCapital Gains Tax purposes, whether
or not you are domiciled in the UK is generally relevant only if you have foreign
income and/or gains during a tax year. If you do not have foreign income and/or
gains then your domicile status has no bearing on your UK ireeme-tax-or-capital
gaths-taxIncome Tax or Capital Gains Tax position and you do not need to consider
it. The information in this guidance does not cover Inheritance Tax.
The guidance we provide here will help you, when your affairs are straightforward,
to reach a decision on your domicile status. If your affairs are more complex, we
direct you to where you can obtain further guidance-and-ae. We also recommend
that you speak to us erso we can give you further guidance or that you seek advice
from a professional tax adviser.

The fact that you were born in the UK, have lived here for most of your life or are
now living here permanently here-isgives a good indication that you might be
domiciled in the UK, but #this is a complicated, legal issue and you might want to
seek professional advice if you are unsure about your domicile status.

If you-de have foreign income and/or gains then your domicile might have a bearing
on what UK tax you pay on those foreign income and/or gains. If you are resident but
are not domiciled in the UK, although you will still have to pay UK tax on any
income and/or gains which arise or accrue here, you might wish to claim the
remittance basis of taxation for your foreign income and/or gains (see part 5).

We are unlikely to challenge any person who says they have a UK domicile. But if you say that you have
anon-UK domicile, then-especialhy- o were berm-in-the- UK we might want to enquire whether or
not that is correct, particularly if you were bom in the UK. By its very nature;thissertef an enquiry
aimed at establishing your domicile; will be an in-depth examination of your
background, lifestyle and intentions over the course of your lifetime. Any enquiry of
this sort will extend to areas of your life, and that of your family, that you might not
normally think are relevant to your UK tax affairs. We will need to ask these questions
and sometimes ask you to provide us with informationevidence as part of an enquiry
into your domicile status.

4.2 What does domicile mean?

Domicile is a matter of general law; not aof tax law. There are many things which
affect your domicile. Some of the main points you should consider if you are claiming
not to be domiciled in the UK are: = you cannot be without a domicile < you can
only have one domicile at a time
= you are normally domiciled in the country where you have your
permanent home < your existing domicile will continue until you
€ah-acquire a new one
= domicile is distinct from nationality erand residence, although both can have an
impact on your domicile = the fact that you register and vote as an overseas elector
is not normally taken into account when deciding whether or not you are domiciled
in the UK.

Any references we make to being “‘domiciled in the UK" are references to being
domiciled in any part of the UK.
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4.3 What types of domicile are there?
There are three types of domicilerelevantto-tncome Fax-and-Capial-GatnsTax. These

are: = domicile of origin = domicile of choice = domicile of dependence.

431-4.3.1 Domicile of Origirarigin

You normally acquire a domicile of origin from your father when you are bom (see also “domicile of
dependence”). It need not be the country in which you were bom —for example you might have beenbomin
acountry whichwas not the country in which your father was domiciled at the time of your birth. A domicile
of origin may change as a result of adoption-and, but otherwise is not easy to displace, although this-deesit
canoccur. If you leave the country of your domicile of origin, you will continue to be domiciled there until you
acquire adomicile of choice elsewhere (see 4.3.2).

The fact that you were born in the UK does not automatically mean that you are
domiciled here. You might have been born in the UK to a non-UK domiciled father
and then moved to another non-UK country. Regardless of the fact that you were
born in the UK, your domicile of origin would be the same as your father — non-
UK. If you return to the UK and are not planning to remain here permanently or
indefinitely, then you will continue to be domiciled outside the UK.

If your parents were not married at the time of your birth, you would acquire your
domicile of origin from your mother.

Example — domicile of origin

If you were born in the UK and your father was a non -UK domiciled soldier of a foreign nation
serving in the UK—Yeu¥, your domicile of origin would be the same as your father — non -UK and in the
place your father was domiciled.

but

If your non -UK domiciled father dies when you are a child, and you are adopted by a UK
domiciled father—Yeur, your domicile of origin will change to a UK domicile as a result of

your adoption. Your original domicile of origin has been ‘displaced-changed.

Page-22
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4.3.2 Domicile of Cheieechoice

You have a legal capacity to acquire a new domicile at the age of 1616 (earlier in Scotland).
Broadly, to acquire a domicile of choice, you must leave
your current country of domicile and settle in another
country. ¥euwOr, if you are already living in a country
other than that of your domicile, you will acquire a
domicile of choice there if you intend to remain permanently
or indefinitely. In either case you need to provide strong evidence that you
intend to live there permanently or indefinitely. The following factors will be
relevant, though this list is not exhaustive: = your intentions < your permanent
residence = your business interests < your social and family interests = your
ownership of property = the form of any Will you have made.

Example — domicile of choice when not living in the country of your
domicile of origin

If you were born in the UK and your father was a non -UK domiciled person working in the UK

while you were a child ysuyour domicile of origin would havebe the same ren-UK-domicie-as the

non-UK domicile of your father.

but
You were brought up, educated and start work in the UK. When you are 21 your father retires from his job and decides
to return to his country of domicile. You have since bought a home and married and you have made the UK your
permanent home which you do not intend to leave.
You will not be joining your father abroad for anything other than an occasional visit.
By deciding to stay in the UK permanently or indefinitely you have established a domicile of
choice in the UK.

433-4.3.3 Domicile of Bependencedependence

Until you have the legal capacity to change it, your domicile will follow that of the
person on whom you are legally dependent. If the domicile of that person changes,
you will automatically acquire the same domicile, #rplace-efand your domicile of
origin.will become dormant. Before 1974, a married wemenwoman automatically
acquired theirher husband’s domicile. As a married woman, who married before
1974, you would retain your husband’s domicile until you legally acquire a new
domicile. But, if you are a woman who married on or after 1 January 1974, your
domicile is not necessarily the same as your husband’s. Your domicile will be
decided in the same way as any other individual who is able to have an independent
domicile.

An exception to this-isthe general position up to 31 December 1973 is given by the
Double Taxation Agreement between the UK and the USA, which provides that a

marriage before 1974 between a woman who is a US national and a man domiciled
within the UK is deemed to have taken place on 1 January 1974.

Example — domicile of dependence

You are a woman with a domicile of origin outside the UK who married a man domiciled within the UK in January
1970. Upon marriage you became UK domiciled - your ‘domicile of dependence’ being the same as your
husbandshusband's domicile.

As from 1 January 1974 you can acquire an independent domicile of choice, which could be
different from your husbardshusband’s domicile by settling elsewhere.
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4 Domicile Flewehartsflowcharts

4—The following flowcharts have been included to help you understand domicile.

Notes to domicile flowcharts 1 Domicile is a general law concept. It is not defined
in tax law. It can be a complex subject, so the charts can give you no more than a
likely indication of your domicile. In the UK, only a court may make a formal
ruling on your domicile.

2-2 Your domicile status depends on the facts of your individual case. It is therefore
not possible to set out in this guide something that will provide a definitive answer
in all circumstances. But the following flowchart gives as strong an indication as
possible, based on various generic factors. The chart will give the right answer for
the majority of people, but it may not for you if your affairs are more complicated.

3-3 Your domicile may be dependent on someone else’’s domicile (usually your
father). But defining domicile status based on domicile as a starting point might
not seem helpful. So, the chart provides a sequence of questions without
reference to domicile itself.

4-4 If, using the chart, you arrive at the conclusion that you are *domiciled in the
UK? or *“probably domiciled in the UK%’ you may simply accept that conclusion.
If you do, you should not tick the “non -domiciled” box on the SA 109. You will
then be taxed on the arising basis. Conversely, if the chart leads you to the
conclusion that you are “‘domiciled abroad*’ or ‘probably domiciled abroad”’, you
may feel that this confirms your own view. Or, you may consider consulting more
detailed guidance or a tax adviseradviser. Either way, you are still responsible for
ensuring that any declarations you make are correct.

5-5 If your parents were not married at the time of your birth, references to *‘father”
should be read as “‘mother-~.

6-6 If you were adopted, “father” should be read as “‘adopted father®.

47 If your father’s domicile changed when you were a child, you should not use the
chart, as the apparent conclusion could be misleading.

8-8 Your domicile relates to a particular territory. In most cases, this will be a
country, but in federal countries it relates to the individual state. The UK is not a
federal system, but it has 3three territories for domicile: England and Wales;
Scotland; and Northern Ireland.
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These tables are indicative only. You should not rely on them alone if you are making a legal declaration about your domicile.

Where is my domicile?

What are your
plans for the
future?

These tables are indicative only. You should not rely on them alone if you are making a legal declaration about your domicile.

To remain inthe UK

/

No firm plans

To leave the UK

/!

Is this asettled

long term
commitmentora
shorter term plan?

Long term
commitment

|

You are
domiciled in
the UK

No

\/
Shorter term
plan

Where was your
father born?

In the United
Kingdom

T

A

Have you ever
been resident
abroad as an
adult?

:

Where were you
born?

In the United
Kingdom

Abroad, while his
father was working
outside the UK fora
limited period

Yes

Go to
Chart 4

Abroad

Abroad, other than
when his father was
working outside the
UK for a limited

:

period

You are probably
domiciled in the
UK




abed

These tables are indicative only. You should not rely on them alone if you are making a legal declaration about your domicile.

Where is my domicile?
Born in the United Kingdom
Father born abroad No firm

plans

In which
country are
most of your
personal links?

United Kingdom

You are
domiciled in
the UK

Have you ever
been resident
abroad as an
adult?

No

Yes

Another country

You are probably
domiciled in the

Was that
residence in
your father's
place of birth?

No

In which country
are most of your
personal links?

United Kingdom

Yes

Do you have
current personal
links with that
country?

Y

UK

/

You are probably
domiciled abroad

These tables are indicative only. You should not rely on them alone if you are making a legal declaration about your domicile.

Another country |
You are probably
No domiciled in the
- | UK
Yes

—>» | domiciled abroad




Where is my domicile?
Born abroad No firm plans

abed

In the United Do you have No You are probably
Kingdom > | current —> | domiciled in the
personal links UK
with the
Y country /
territory of Yes
Where was your own
your father birth?
born?
Do you have No
current
l personal links Youare probably
with the domiciled abroad
country /
Abroad territory of
your father’s
birth? /
Yes Do you have No
—> | current
personal links
with the
country /
territory of Yes You are
your own birth? | domiciled abroad

These tables are indicative only. You should not rely on them alone if you are making a legal declaration about your domicile.
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Where is my domicile?
Plans to leave the United Kingdom

Where were
you born?

These tables are indicative only. You should not rely on them alone if you are making a legal declaration about your domicile.

In the United Where was

Kingdom your father
born?

Abroad Where was

your father
born?

PN

In the United
Kingdom

Abroad, while
his father was
working
outside the
UK for a
limited period

Have you
ever been
resident
abroad as an
adult?

No

Yes

You are
domiciled in
the UK

Abroad, other
than when his
father was
working
outside the
UK for a

Limitad-nariod
14

Do you
intend to live
in the country
/ territory of
your father’s
birth when
you leave the
UK?

No

While abroad
did you
settle there,
and now plan
to return to
that territory*
permanently?

* Territory —

Yes

see note 8

In the United
Kingdom

Abroad, while
his father was
working
outside the

Have you
ever been
resident
abroad as an
adult?

No

You are
probably
domiciled in
the UK

Yes

A

LU £
UNTUlh a

limited period

Abroad, other
than when his
father was
working
outside the
UK for a

Limitad - neriod
Lad

Twhich
country are
most of your
personal
links?

No

United
Kingdom

Another
country

You are
probably
domiciled
abroad

You are
domiciled
abroad

Y

No

You are
probably
domiciled
abroad

Yes

}

While abroad
did you
settle there,
and now plan
to return to
that territory*
permanently?

* Territory —

see note 8




Examples relating to the domicile flowcharts

The flowcharts present a simplified process that should both give you an indication
of your domicile and the degree of likelihood that you sheutdneed to seek further
guidance. They are designed to assist the majority of users but cannot cover all
possibilities that might exist. You need to exercise caution in using the flowcharts and
to take account of the relevant facts as illustrated by the examples below.

'You cannot assume that, because you or your father was bom outside the UK, you are not domiciled inthe
UK.

Stefan is typical of the majority of individuals who come to live and work in the UK
without intending to remain here indefinitely. He will be here for a few years and
will then return to his homeland. Workers in other business sectors will be
internationally mobile and will not come to the UK from their homelands or return
to them upon leaving the UK. HeweverBut, the flowcharts will, in the majority of
cases, give such-irdividuals individuals the guidance they need. Colin, Louise and
Alun have more complicated personal histories and circumstances and they are
likely to need to look at detailed guidance or consult a professional adviser.

Stefan is an electrician who was born in Poland and who intends to return there in three or four
years. His family background is Polish and his immediate family live in Poland.

Colin is an investment banker who was born in New York and who intends to retire to France at the
age of sixty, just over five years from now. He has lived in London for much of his life, although he has
spent several periods living abroad because of his employment.

Both Stefan and Colin consider flowchart 1 and conclude that they should go to flowchart 4.

Both were born abroad and so each has to consider his father's place of birth. Stefans father was
born in Poland because Stefan’s grandfather lived his entire life in Poland, just as several
generations of his family had done. Colin‘s father was born in Ireland, into a wealthy family the
members of which divided their time between Ireland and England.

Stefan believes that most of his personal links are with Poland and concludes that he is
domiciled outside the UK. This is an uncontroversial conclusion.

Colin has personal links with England, Ireland, France and New York. He thinks that, on balance, most
of his personal links are with England and-Hewehart-4-leads-him-tebut reaches the conclusion that he
is probably domiciled abroad. HoweverBut, Colin should bear in mind that this is only an indication of
his domicile and he might therefore wish to consider the issue in more detail, particularly in view of
his lifelong links with England. This might include consulting more detailed guidance or seeking the
views of a professional adviser.

Page 29
Louise is a musician who is living in the UK without any firm plans about her future. Louise was born in
Scotland but her father was born in Sweden. Louise’s grandfather was Swedish, as were Louise’s
ancestors as far back as she can trace them. Louise’s father was an international business executive and so
the family lived in various countries during her childhood, of which the UK was one. Louise has lived in
several countries as an adult, although not yet in Sweden. Louise is an only child. Her parents are both
dead and she has only one surviving aunt. Louise rarely visits
her small extended family in Sweden. Louise’s background, profession and lifestyle mean that she
has always tended to develop links with the place in which she is living for the time being. Louise
concludes that she is probably domiciled in the UK, on the basis of flowchart 2. As this is only a
probability, and given the possibility that neither she nor her father has ever settled anywhere
outside Sweden, Louise might wish to consult more detailed guidance or seek the opinion of a
professional adviser.
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Alun was born in New South Wales. At present he intends to remain in England for at least
another two years and goes from flowchart 1 to flowchart 3. Alun“s father was Greek but Alun has
retained very few links with Greece; he visits his extended family once every two or three years.
Alun’s two sisters have lived in Western Australia for many years. After Alun-s father’s death,
Alun’s mother went to live with his elder sister. Alun owns property in Western Australia and has
an interest in a business there. The family has very little remaining connection with New South
Wales, although Alun is in touch with a couple of friends from his childhood who live there. Alun
finds it difficult to reach a conclusion about his domicile, as he has links with Australia but not
specifically with New South Wales. Alun consults more detailed guidance and realises that his
current intentions should not be considered in isolation. His residence in the UK for over three
decades and his intentions during that period have to be taken into account. Alun concludes
that he is domiciled in the UK, which is the conclusion to which flowchart 1 would have led him if
he had considered his long-term commitment to the UK from the outset. This conclusion is
reinforced by Alun‘s relative lack of links with the territory of his birth.

John was born in the UK and has lived here all his life apart from a year spent travelling around
Europe and annual holidays spent abroad. His father was also born in the UK. John plans to retire to
France and has already purchased a house there which he, and his entire family visit whenever they
can. WhistWhile John has clear and firm plans to move to France he is currently domiciled in the UK
and flowchart 4 leads him to that answer.
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An explanation of the
arising basis can be
found at £5:3:12.3.

If you require more
detailed information on
the operation of the
remittance basis and
how the remittance basis
worked before

5 April 2008 you should
refer to the ‘Residence,
Domicile and Remittance
BasisRemittances Manual*
which-can-befound-on
ourwebsite at
www.hmrc.gov.uk

5 The remittance Basisremittance basis

5.1 What is the Remittance-Basisremittance basis?

If you are resident in the UK you will normally be taxed on the arising basis. This
means that you are liable to pay UK tax on your worldwide income and gains,
wherever those arise or accrue.

The remittance basis is an alternative tax treatment available to-seme people who
are resident in the UK and who are either: » not domiciled in the UK, or
= not ordinarily resident in the UK.

The remittance basis is relevant only if you have foreign income and/or gains.
If you do not have foreign income and/or gains then the remittance basis is not
relevant to you.

The guidance given on the remittance basis in this parichapter describes how the
remittance basis operates from 6 April 2008. It is-desighed-to-provideprovides an
overview of the remittance basis and-to help you if you have straightforward tax
affairs. If your tax affairs are more complex, you should refer to our more detailed
guidance on the remittance basis or seek advice from a professional tax adviser.

5.1.1 What about small amounts of foreign income?

If you are employed in the UK but are not domiciled here and you only have small
amounts of foreign income, you can benefit from an exemption. If you meet all of
the following criteria for a tax year you will be automatically taxed on the arising
basis for that year and you will not need to complete the Self Assessment tax return in

respect of your foreign income for that tax year.

In these circumstances you will not be liable to UK tax on your foreign income,
either when it arises or when it is brought to the UK.

The criteria are: = you are resident in the UK = you are not domiciled in the UK = you

are employed in the UK = you are a basic rate taxpayer (based on vour worldwide
income and gains) = your income from overseas employment for the tax year is less
than £10,000 -« if you have overseas bank interest for the tax year it is less than £100

< all your overseas employment income and interest is subject to foreign tax < you

have no other overseas income or gains = you are not otherwise required to complete
the Self Assessment tax return

But if your circumstances are such that you would prefer to be taxed on the
remittance basis, you will need to complete a Self Assessment tax return.
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See 5.5.1 and 5.7 for
details of what happens
if you claim the
remittance basis and pay
the Remittance Basis

Charge.

More information about
Double Taxation Relief is
available in part 9 of

this guidance.

More information on:

= residence in the UK —
see part 2

 ordinary residence —
see part 3

= domicile — see part 4

« foreign income/gains —

see part 10.

5.2 How does the Remittance-Basisremittance basis work?

The remittance basis will affect your liability to UK tax on your foreign income
and/or gains.

When you are eligible and choose to use the remittance basis, you will be liable to
UK tax on all of your UK income and gains as they arise or accrue each year but you
will only be liable to UK tax on your foreign income and/or gains if and when you
bring them (remit them) to the UK (see 5.9 for an introduction to what constitutes a
remittance).

Even if you are eligible to use it, you do not have to use the remittance basis.
You can use the arising basis and pay UK tax on your worldwide income and/or gains. The decision is
yours to make and will depend on your own personal circumstances—Faings as using the remittance
basis might mean you pay more tax. Some things you might wish to consider in reaching your decision
willinclude: = how much of your foreign income and/or gains you leave outside the
UK (‘unremitted* foreign income and/or gains) = how long you have been

resident in the UK _» whether or not you will be able to claim Double Taxation
Relief.

The answer to these questions will help you determine whether or not you have to
make a claim to use the remittance basis by completing a Self Assessment tax return —
see 5.6, what UK tax allowances and reliefs from income-taxIncome Tax you are
entitled to receive — see 5.5 and 6.5, whether you are entitled to the annual-exempt
amount-for-capital-gatnstax—see-1-5:4Annual Exempt Amount for Capital Gains Tax
—see 12.4 and whether or not you might have to pay the Remittance Basis Charge
(RBC) —see 5.7. If you decide to use the arising basis you will need to make ar-SAa
Self Assessment tax return giving information about your foreign income and/or
gains.

5.3 Who can use the Remittance-Basisremittance basis?

To use the remittance basis you must have foreign income and/or gains during the tax year and be-= residentin

the UK, and/er either:

< not domiciled in the UK (when you can use the remittance basis in respect of both
foreign income and/or gains), or < not ordinarily resident in the UK (when you
can use the remittance basis in respect of foreign income-enly, but cannot use it in
respect of foreign gains unless you are also not domiciled in the UK).

If you have used the remittance basis in earlier years and you bring any of those earlier
ears” foreign income and/or gains to the UK at a later date, you may still be liable to
K tax upon this remittance.
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RB is remittance basis
and AB is arising basis.

*Unremitted- foreign
income and/or gains are
your foreign income
and/or gains which you

5.4 What UK tax will you have to pay on the Remittance Basisremittance
basis?

This table wi ; i , i
your-Habitityto-UK-tax-on-which-basis-ef taxation—The-table-allows you to
compare liability to UK tax on both the arising and remittance basis-bases, and
provides an overview depending on individual circumstances. More detailed
information about the taxation of employment income, including foreign

employment income, can be found in part 10, particularly at 10.10.1.
. il . icil

Page-32
5,5 What happens when you choose to use the Remittanece
Basisremittance basis?

If you are employed in the UK, have only small amounts of foreign income and meet
the rest of the criteria listed at 5.1.1, then you might prefer to be taxed on the arising

basis.

What you have to do when you want to use the remittance basis will depend on
how much unremitted foreign income and/or gains you actually have during the

leave outside the UK —see_12.28.

Details of exchange rates can be found at www.hmrc.gov.uk

Page 25


http://www.hmrc.gov.uk/

If you do not meet the

criteriain 5.1.1, but you
have less than £2,000
unremitted foreign
income and/or gains
which you choose to be
taxed on the arising
basis, then you will need
to tell us in writing.

You will also need to complete
a Self Assessment tax return to
declare your foreign income

and/or gains on the arising
basis

More detailed
information is available
in the Residence
Domicile and
Remittances Manual at

www.hmre.gov.uk

We revised our guidance
on the calculation of

unremitted foreign
income under £2,000
from August 2009.

If desired, the treatment

previously advised can be
applied for 2008-09

only. See chapter 1 of
the Residence, Domicile

and Remittances Manual
for more information

about exchange rates.

Details of exchange rates

can be found at

www.hmrc.gov.uk

55.1 Less than £2,000 unremitted foreign income and/or gains arising
or accruing in the tax year

If your unremitted foreign income and/or gains arising or accruing in the tax year are
less than £2,000 you can use the remittance basis without having to make a claim_or
complete a Self Assessment tax return (see 5.6).~¥-ou

If this is the case then you:

= will be automatically taxed on the remittance basis (unless the rules at 5.1.1
apply instead

= will not lose your entitlement to UK personal tax allowances or to the arauat

exemptamountforcapital-gainstax-andyreuAnnual Exempt Amount for Capital
Gains Tax = will not have to pay the Remittance Basis Charge{RBES)

In certain circumstances you might still have to complete a UK Self Assessment tax
return to tell us about your UK income and gains and about any foreign income and/or
gains which you have remitted to the UK during the tax year. See the Self Assessment
guidance on our website if you think this may apply.

Towork outwhether your unremitted foreign income inatax year is below £2,000, you should deduct
the total foreign income you have remitted during the tax year from the total foreign

income received, for each currency, during the tax year. The balance left is your

unremitted foreign income. This should then be converted into pounds sterling at the
rate of exchange prevailing on the last day of the tax year to calculate whether your

unremitted foreign income is below the £2,000 limit.
This applies only for the purposes of deciding whether unremitted foreign
income is below the £2,000 limit.

Foreign gains are always calculated in pounds sterling using the rates of exchange
prevailing at the time when the gain is calculated and when allowable expenditure

was incurred.

Example

If you had £5,500 foreign income and/or gains in the tax year and you remitted £4,000 to the
UK, your ‘unremitted- foreign income and/or gains in the tax year would be £1,500.

5.5.2 £2,000 or more unremitted foreign income and/or gains in the
tax year
If your unremitted foreign income and/or gains arising or accruing in a tax year are
£2,000 or more, you will have to make a claim if you want the remittance basis to
apply to you otherwise you will be liable to UK tax on the arising basis.
If you do claim the remittance basis then, in most cases, in any tax year you claim,
you will lose your entitlement to UK personal allowances and reliefs for ireeme
taxIncome Tax and to the arnual-exemptamountforcapital-gathstaxAnnual Exempt
Amount for Capital Gains Tax. But you might not lose your entitlement to UK
personal tax allowances and reliefs—H, if you are “dual resident” — that is resident in
the UK and also resident in certain other countries — see 6.5.

Depending on how long you have been resident in the UK, you might also have to pay
the £30,000 RBC.
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If you do not currently
receive a Self
Assessement tax return
and want to claim the
remittance basis you
will need to ask HMRC
us for a return and for
any supplementary
pages you require.

You should ask yeurewn-any
tax office or-ifyoudenot
haveatacothee
HMRC officeshelpline to
issue the forms to you.
Details of yeurlocal
HMRC-officethe
helplines can be found
in theThe Phone Book or
at www.hmrc.gov.uk

In some cases you may find that the loss of your personal allowances and arnuat
exemptamount{andAnnual Exempt Amount and payment of the RBC where
appropriate}, would outweigh any savings in tax on your unremitted income or
gains so you may prefer to be taxed on the arising basis. That decision is yours and
we cannot give you advice on what you should do. You might want to consider
seeking advice from a professional tax adviser.

As losses on overseas assets are relevant to chargeable gains, any claim to offset losses is made on
the SA108

Capital Gains supplementary pages of a Self Assessment tax return. You can

make the election in the white space provided on the form.

Example

If you had £80,000 foreign income and/or gains in the tax year and you remitted £70,000 to the
UK, your ‘unremitted- foreign income and/or gains for the tax year would be £10,000

5.6 How to make a claim for the Remittanee-Basisremittance basis

If you decide to make a claim to be taxed on the remittance basis you must complete a
LH-Self Assessment tax return, including the SA109 Residence and remittance basis
etc. supplementary pages. If you are not domiciled in the UK and are using the
remittance basis in respect of foreign gains, you might also require the SA108 Capital
Gains supplementary pages.

The residence supplementary pages of the Self Assessment tax return eentairscontain

questions covering the status conditions for making a claim for the remittance basis
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domicHestatus-and

As losses on overseas
assets are relevant to
chargeable gains, any
claim to offset losses
is made on the SA108
Capital Gains
supplementary pages
of Self Assessment tax
return. You can make
the election in the
white space provided
on the form.

You can find the
Capital Gains Tax
Manual at

www.hmrc.gove.uk

allows you to make a declaration which

€evercover

«

residence status

ordinary residence status

domicile status

making your claim for the remittance basis

cases where the individual is under 18 years of age at 5 April

nominations of foreign income and/or gains which are required for your claim to
constitute the remittance basis ehargeto be valid

If you are using the remittance basis but have less than £2,000 unremitted foreign
income and/or capital gains you will need to complete these pages if you are a SASelf

Assessment taxpayer for any other reason.

Overseas losses election

If you are not domiciled in the UK and wish to offset any overseas losses (from the
disposal of overseas assets) against your-fereigh chargeable gains you must de-this-as
peebner clei o e bone e b o n e Col Secncoon e amake an
election in order to do so. Once an election has been made foreign losses may be set
against UK gains as well as against foreign gains, subject to special ordering rules.

You can only do this if you are resident but not domiciled in the UK and the election must be made #afor the
first year for which you claim the remittance basis from 2008—09 onwards,whether

or not you have chargeable gains or overseas losses in that year.

Once made, the election cannot be revoked. If you choose not to make an election

your foreign losses for the year and for all future years (in which you remain not-

domiciled withinin the UK) will not be allowable losses.

For more information on foreign losses see the HMRC Capital Gains Tax Manual.

Or you should consult yeura professional adviser.
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You area'long term'resident
inthe UK if you have been
resident here fo¥in 7 or more
of the previous 9 UK tax
years.

When you count the
number of years you
have been resident in
the UK for this purpose,
you must include all tax
years even those before
6 April 2008 and those
when you were under

18 years old.

You must also include any
years inwhich you were
resident in the UK and entitled
to 'split-year treatment for
either ineeme-taxincome Tax
or eapitalgains-taxCapital
Gains Tax purposes and any
years inwhich you were
resident but ‘treaty non-
resident.

To find out more on this
subject —see‘Residence,
Domicile and
Remittances Manual-.

NeminatiorNominations
of foreign income and/or
gains when paying the RBC
can be complex. The notes
to help you complete your
Self Assessment tax return
will help you-ane-mere.

More detailed
information on
nominating foreign
income and/or gains is
available in the*
Residence, Domicile and
Remittance

Exceptions to making a Self Assessment ReturAr-Clatmtax
return claim for the_remittance basis
" —

Normally if you want to claim the remittance basis, you have to complete a Self
Assessment tax return. There are two exceptions to this which you will need to
consider. These are: = when your unremitted foreign income and/or gains are less
than £2,000 — see 5-6-15.5.1 = when you have been resident in the UK for fewer
than seven of the previous nine tax years or are aged under 18 and you: — have no

foreign income or gains and no UK income or gains in the tax year
(except taxed UK investment income of less than £100), and — make no taxable

remittances of foreign income and/or gains in the tax year. If either of these cases
applies, you will not lose your entitlement to UK

personal allowances, reliefs to income—taxIncome Tax or to the annual-exempt
amount-Annual Exempt Amount

for capital gains. You might have to complete a Self Assessment Returatax return for
anethera purpose but-not-to-clatmother than claiming the remittance basis. You must
complete any
return  you
HMRCus.

receive from

BasisRemittances Manual-which-can-befound-en-our-website at www.hmrc.gov.uk
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5.7 The Remittance Basis Charge (RBC)

If you decide to claim the remittance basis and have been a *long term-’ resident in
the UK, you may have to pay the RBC.

The RBC is an annual tax charge of £30,000. It is tax ona part of the foreign income
and/or gains which you leave outside the UK and is payable in addition to any UK tax
that you have to pay on either UK income and/or gains or foreign income and/or
gains remitted to the UK.

You must pay the RBC if, inatax year, you have £2,000 or more from overseas income and/or gains arising
or accruing which you have not remitted to the UK and:

< you make a claim to use the remittance basis
< you are aged 18 or over at the end of the tax year
= you are a 'long term’ resident of the UK.

The rules on the RBC are complicated and if you think you need to pay the RBC
you should see the ‘Residence, Domicile and Remittances Manual* or consult a
professional adviser.

This example will help you see when the RBC is due.

Martha is 42 years old and resident in the UK in 2008-09. Her unremitted foreign income and/or
gains for that year are £250,000. Martha's residence status for the preceding years was as follows:
1999-2000 — Not UK resident

2000-01 - Not UK resident

2001-02 - UKresident

2002-03 - UKresident

2003-04 - UKresident

2004-05 - UKresident

2005-06 - UKresident

2006-07 - UKresident

2007-08 - UKresident

So, in addition to being resident in 2008-09 when she considers making a claim for the
remittance basis, Martha has been resident in the UK for seven of the preceding 9nine tax
years. She will have to pay the RBC if she decides to claim the remittance basis in 2008-09.
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The RBC will be due if it is appropriate to your circumstances as declared on a Self

Assessment tax return when you claim the remittance basis. The charge will be Income

Tax, Capital Gains Tax or a combination of the two. As part of your claim for the

remittance basis you will be asked to nominate how much of your foreign income

and/or how much of your foreign gains the £30,000 tax charge is in respect of.

/

Do I need to pay the remittance-basischargeRemittance Basis Charge (RBC)?

Are you resident Yes Are you ordinarily Yes Are you domiciled
in the UK in the —» | residentin the UK? —3 | inthe UK?
current tax year?

No No No
You do not have to claim You are entitled to claim
the RBCbecause you the remittance basis.

are not taxable on
the remittance basis.

You do not have to pay
the RBCbecause you
are not taxable on
the remittance basis.
You may need to
complete a Self
Assessment
Returntax return.

You do not have to pay
the RBC. You will pay tax
on any income or gains
you remit to the UK.
(You may need to
complete a Self
Assessment

Returatax return to

A

No

Continue

No

Do you want to use
the remittance basis

in the current tax
year?

Y

Do you have £2,000
or more of
unremitted foreign
income and/or
gains in the current

o)

tasc van
ooy carT

Yes

Will you be 18 or

over at the end of the
current tax year?

"y

_do-this)

NO VVEre you restaen
in the UK for at
least 7 of the 9

tax years

before the
current one?

You are not entitled to
claim the remittance
basis.

The RBC is not
relevant to you.

You will lose
entitlement to personal
tax allowances and the

annualexempt
ameurtAnnual Exempt
Amount for capital
gains.

You will need to

make a claim for the
remittance basis

by completing a
Self Assessment
Returntax return.

You must pay

the RBC.

You must submit a Self
Assessment Returatax
return. You need to
account for tax on any
income and/or gains
remitted to the UK.

Note: The flowchart is a broad guide to help you decide if you need to pay the Remittance Basis Charge. You have a choice each year
whether to claim the remittance basis. If, in a particular year, it would be more beneficial for you to pay tax on your worldwide

income and gains than to pay the RBC, you may choose not to claim the remittance basis.

Page-36
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More detailed
information on what
constitutes a remittance

and the meaning of
‘remittance’ are available

in the Residence, Domicile

and
Remittances Manual at

www.hmre.gov.uk

5.8 Paying the RBC

If you pay the RBC using untaxed foreign income and/or gains from outside the UK,
the payment might be regarded as a remittance and charged to UK tax. To avoid this
happening, if you do pay the RBC from outside the UK, the payment should be made
direct to HMRC and paid by: = a cheque (drawn on a foreign bank account), or

= an electronic transfer of funds.

You might need to demonstrate that the payment was made direct to HMIRC and you should keep
sufficient records to support this, such as a copy of the cheque drawn on the foreign bank account.

If the RBC is later repaid to you by HMRC, it will be regarded as a remittance when
the repayment is made and will be subject to UK tax at that point.

5.9 What is a remittance?

A remittance is any money or other property which is, or which derives from, your
offshore income and gains which are brought, either directly or indirectly, into the

UK for your beneflt—A—rem+ee&nee—nHH—a4%e—meLHee—&ny4neney—er—emer

a¥a¥a VARYY n—ge

atre or for the benefit of any other relevant person

A relevant person includes: = your spouse or civil partner < a cohabitee, that is a
person with whom you live as a spouse or civil partner
< your minor children or minor grandchildren who are under 18 years of age = your
spouse-’s or civil partner-’s or cohabitee’’s minor children or minor grandchildren
who are under 18 years of age « trustees when you are, or another relevant person is,
a beneficiary of the trust
« closedclose companies when you are, or another relevant person are
participantsis a participant in the close company {forexample-shareholders)y—
for example as shareholders = a company which is a 51% subsidiary of a close
company in which you are, or another relevant person is, a participant. (This
applies from
22 April 2009.)
There is also a remittance when a service provided in the UK to you or any other
relevant person is paid for outside the UK with your foreign income and/or gains.

Money or property does not have to be physically imported from overseas for a
remittance to occur. It might be received in the UK from another UK resident, in
return for money or assets representing income and/or gains being transferred to
themhim or her overseas. The precise method of “‘remittance’” makes no difference. A
remittance may be made via a commercially recognised form of money such as cash,
notes, cheques, promissory notes, bills of exchange or financial credit.

There are also rules relating to debts which are brought into the UK or are used to
provide goods and services in the UK and rules relating to gifts of foreign income
and/or gains later remitted to the UK by the recipient when you, or another relevant
person, benefit.
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More detailed
information on these
exemptions is available
in the ‘Residence,
Domicile and
Remittance Basis
Manual'
whichRemittances
Manual at

www.hmre.gov.uk

More detailed
information on mixed
funds can be found en-eur
websitein the Residence
Domicile and Remittances
Manual at
www.hmrc.gov.uk

Exemptions

In certain circumstances, some services which are paid for, or property which was

bought-using-eertatn-typespurchased out of your relevant foreign_income,

foreign employment income or—a-Hmited—cases+—y-o-u+ foreign chargeable
gains can be brought to the UK without being chargeable to UK tax.

These exemptions include: » eertainCertain items of clothing, footwear, jewellery that
are brought to the UK for your personal use. If you sell the propertyitems in the UK
they will no longer qualify for the exemption and will be a remittance .

= worksWorks of art and similar items which you bring to the UK for public display
or repair. Also any such items that are only in the UK temporarily.

» certainCertain items with a notional value of less than £1,000.

5.10 Mixed Fundsfunds

A mixed fund is an overseas fund of money and/or other property which
contains, or consists of-severaltypes: « more than one type of income or gains,
andfor

= income or gains from severalmore than one tax yearsyear.

A typical example is a bank account into which different types of income, such as
bank interest, dividends and earnings, or gains are paid. Another example of a mixed
fund is an asset which has been purchased using a mixture of income and capital
monies.

FheYoudonot have a mixed fund rules-de-notapphy-if you heldhave a separate account
for each different formsform of income in-separate-acceuntsfrom each tax year.

If you use the remittance basis and you make a remittance from a mixed fund, there
are strict rules that must be applied to decide the order in which amounts of income
and chargeable gains within the mixed fund are remitted to the UK.

The order in which remittances from a mixed fund will be regarded as
remitted is:_1 employment income (other than overseas employment
income) 2 foreign income which has not been taxed in another country 3
foreign chargeable gains which have not been taxed in another country 4
foreign income which has been taxed in another country 5 foreign

chargeable gains which have been taxed in another country.

ordering starts Wlth income and gains and capltal from the Iatest year first and then
from each previous year in turn. _

This is a complex area and is mentioned here for your information. Where-this
applies-to-yeulf you have remitted money from a mixed fund, you should either refer
to the Residence, Domicile and Remittance-BasisRemittances Manual for further
guidance or speak to yeura professional tax adviseradviser.

Page-38
Note: In certain specified circumstances, employees who are resident but not
ordinarily resident in the UK and who perform the duties of an office or employment
both inside and outside the UK do not have to apply the mixed fund rule in respect of
transfers from a particular account. If you think that this applies to you, you will need
to read Statement of Practice SP1/09 Employees resident but not ordinarily resident in
the UK which is available at www.hmrc.gov.uk
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5.11 Temporary non-residents_and the remittance basis

If you have been resident in the UK, go to live abroad and then return to the UK at a
later date which is less than five full tax years since your date of departure from the
UK, you will have been temporarily non-resident in the UK. It is possible that any
‘relevant foreign income' which you brought to the UK during the time you were not
resident in the UK, will be chargeable to UK tax in the year you become resident
again in the UK.

This rule will apply if you were resident in the UK for at least four of the last seven
tax years before you left the UK.

“Relevant Foreign Income” (RFI) is any foreign income which arises from a
source outside the UK and is not from your employment. It includes:

< dividends from foreign companies

- profits of a property business (rental income)

« the profits of a trade, profession or vocation which is carried out wholly
outside the UK

« pensions and annuities

« interest

= royalties.

Example
You return to the UK during the tax year 2011-12 after a period of residence abroad. You originally left

the UK to become resident abroad on 2 September 2006 and so your
‘year of departure' was 2006-07. You had been resident in the UK for the seven years before your departure and
claimed the remittance basis in those years.

While you were resident abroad you remitted to the UK the following relevant foreign income-frem-the
profits-of-a-trade-youwwere-carrying-outwholly-outside-the UK

= £15,000 RFI from 2003-04 RB claimed remitted in 2008-09
= £18,000 RFI from 2004-05 RB claimed remitted in 2008-09
= £18,000 RFI from 2005-06 RB claimed remitted in 2009-10
= £20,000 RFI from 2006-07 RB claimed remitted in 2010-11
Total £71,000

As you were not resident in the UK, this income was not taxed when remitted here.

On your return to the UK in 2011-12, you will have been temporarily non-resident because
there have been fewer than five full tax years between your year of departure and your year of
return to the UK. You will be liable to UK tax on these earlier remittances when

you were temporarily non-resident. They will be chargeable to UK tax in the tax year of

your return —(2011-142.12).

Poge-20
Note: If the year of return had been 2012-13 the temporary non-resident provisions
would not apply.
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You can find details of current
and previous years tax
allowances and rates of tax at
ourweb-siteat
www.hmrcgov.uk or by

contacting yeurtecat
HMRCofficethe HMRC

helpline whose number
you will find in The Phone

Book.

To find out what is a UKFax

tax year — see 12.26.

If you are taxed on the
remittance basis and have

less than £2,000 in
unremitted foreign
income and/or gains, you

can still claim personal
allowance

0 UK Personal TaxAHowancesUK Qersonal fax
allowances

FaxAllewanecesfor UK Residents

S.
61
6.1 What are UK Fax-AHewancestax allowances?

Almost all people who are resident in the UK are entitled to an Income Tax
Personal Allowance. This is the amount of income you can receive each tax year
without having to pay tax on it. Depending on your circumstances, you may be
able to claim other allowances such as Blind PersensPerson’s Allowance or one of

the age related levels of persenal-allewancePersonal Allowance.

6-2-6.2 When can’t you claim UK Fax-AHewancestax allowances?

For tax years from 6 April 2008, if you are resident in the UK and: = not domiciled (see
part 4) and/or not ordinary resident (see part 3) in the UK, and  have £2,000 or more
in unremitted foreign income and/or gains, and = claim the remittance basis (see part
5) then, in most cases, you will not be entitled to UK RPersenal-Fax-AHewancespersonal
tax allowances. In this case, legislation removes your entitlement to UK allowances
and reliefs

under domestic law. The only exception to this affects some people who are “dual
residents” — that is resident in the UK and also resident in another country under that
country”’s rules (see part 9). This exception does not affect all dual residents;; only
those who qualify for allowances under certain Double Taxation Agreements (see 6.5).
The allowances you will not be entitled to when you make a claim to use the
remittance basis for a tax year include: = all levels of the Personal Allowance

Blind Person”s Allowance « tax reductions for married couples and civil

partners.

You will also lose tax reliefs for certain payments for life assurance premiums and the Annual Exempt
Amount (AEA) which is an allowance you set against any capital gains you make during a tax year when
disposing of assets.

6-3-6.3 How do you receive UK Fax-AHowancestax allowances?

If you already pay UK tax through your job or pension, or if you complete a Self
Assessment tax return, you should receive a Personal Allowance if you are entitled to
one. If you are an employee in the UK, you will have tax deducted at source from your
wages or salary under the *‘Pay As You Earn*’ (PAYE) system. Your employer will
deduct tax on the basis of code numbers which we issue to them for each employee.
The code we issue for you should take into account the tax allowances and reliefs you
are entitled to.

If you need to claim UK tax allowances, you must do so no later than 31 January, 5
years after the end of the tax year to which the claim for allowances relates. From 1
April 2010 the time limit changes to four years from the end of the year of assessment.
For example, if you are claiming for the tax year26068-09 2010-11 (6 April 26082010

to 5 April 20692011), you have until April 2015 to claim-31January-2015-
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More information about
Double Taxation
Agreements and dual
residence can be found in
part 9.

More_information about
the remittance basis can
be found in part 5.
Countries where a

DTA with the UK

entitles you to UK
personal allowances

when claiming the
remittance basis:

» Austria

= Belgium
* Burma (Myanmar)

» Luxembourg
» Mauritius

» Namibia

* Netherlands
= Portugal

= Swaziland

» Sweden

= Switzerland
= Zambia

6.4 What should you do if you have UK Tax-Aleowancestax allowances
and use the Remittance Basisremittance basis?

From 6 April 2008 onwards, if you have claimed the remittance basis (see part 5)
and your unremitted income and/or gains is £2,000 or more you will not be
entitled to the allowances listed in paragraph 6.2.

If you decide during a tax year that you are going to use the remittance basis and you
are still receiving personal allowances through the PAYE system, you may not be
paying enough UK tax. If you let us know, we can arrange to adjust your PAYE code

so that you are not left with a tax bill relating-to-overpaid-personal-alowanees-at the
end of the year because you have received personal allowances which were not due
because you were using the remittance basis. Otherwise we shall ask you to pay the
additional tax through the Self Assessment system.

If you want us to adjust your PAYE code you should contact the office which deals
with your PAYE and ask for a tax code to be issued which does not give relief for
personal allowances. This will reduce the amount of tax you may have underpaid at
the end of the tax year. Your employer can’t do this for you as your tax affairs are
confidential between you and HMRC. Until they receive a new tax code from us,
your employer will continue to deduct tax from you based on the code we originally
issued before you told us you were claiming the remittance basis.

6.5 Are you entitled to UK TFax-AHowancestax allowances
when using the Remittance-Basisremittance basis?

Some people who claim use of the remittance basis are still entitled to UK personal
allowances. If you are resident in the UK and, at the same time are resident in one of
the countries shown-aside (that is; you are “dual resident’) you will be able to
receive UK personal allowances in any year that you claim the remittance basis.

The Double Taxation AgreementAgreements (BFADTAS) between the UK and the
countries shown-asidelisted make specific provision for the residents of those
countries to be given entitlement to UK personal allowances. This specific provision
does not appear in other DTAs and only those people who are dual resident in the UK
and one of the countries listed asidehere are entitled to UK personal allowances in a
tax year when the remittance basis is claimed.

Although these DTAs allow you to claim the remittance basis and still receive UK
personal allowances, you will need to consider carefully whether, in your particular
case, it actually makes sense to do so. The terms of the DTA might mean that there
is, in fact, no benefit in claiming the remittance basis as the non -UK country may
tax any foreign income or gains not remitted to the UK.
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If you are not resident in
the UK and you wish to
claim UK tax allowances
you should contact:

(Foreign-Section) your

tax office.
Contact-detailsforthese

i ‘ .
part-12 Contacting-HMRGC:

More information can be
found in parts 7 When
someone-becomes
to the UK and_part 8-When
someone-stops-heing

. .
Departing from the UK.

6.6 Allowances for non-UK residents

Even if you are not resident in the UK, you may be able to claim personal tax
allowances if you are any one of the following: = a Commonwealth citizen {this
includes-a-British-citizen)* « a citizen of a state within the European Economic
Area (EEA) (this includes a British Citizen), that is; a citizen of a Member State of
the European Union, Iceland, Liechtenstein or Norway < a current or a former
employee of the British Crown (ferexample--including a civil servant, member of
the armed forces, etc.) = a UK missionary society employee < a civil servant in a
territory under the protection of the British Crown < a resident of the Isle of Man
or the Channel Islands = a former resident of the UK who lives abroad for the sake
of your own health or the health of a member of your family who lives with you < a
widow, widower or the surviving civil partner of an employee of the British Crown
< a National and/or resident of a country with which the UK has a deuble-taxation

agreementDouble Taxation Agreementwhich allows suchaclaim.
* This category applies only until 5 April 2010. From 6 April 2010, you do not qualify

for personal allowances solely by virtue of being a Commonwealth citizen. But, you
may still qualify for these allowances under other provisions or through a relevant

double taxation treaty.

6.7 Allowances when coming to or leaving the UK

If you become or if you cease to be resident in the UK during a tax year, you will
still be able to claim full allowances and reliefs in the year of your arrival or

departure. This will be subject-toyour UK residencestatus-and to any claim you
have made to the remittance basis of taxation_as outlined earlier in this part of the

guidance.
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This information is to
help you understand your
tax position when you
first come to the UK. You
can find other, general
information,-en

on things you might
need to do when you
first come hereto the
UK at
www.hmrc.gov.uk/
migrantworkers/

Deciding whether you
are resident in the UK is
not just a matter of
counting days, unless
you are here for 183 or
more days in a tax year
as this makes you UK
resident for that tax year.

For more information about

split-year treatment see
paragraph 2.4.

Part 2 explains what we
mean by resident in the UK
while part 3 explains what
we mean by ordinarily
resident in the UK. You
should read both parts of
the guidance.

‘From the date you arrive’
means from the beginning
of the tax year, but you will

i inComing to

,
the UK

If you come to live here permanently or to work here for an extended period, or with
no particular end date, you will become resident in the UK. But not everyone who
comes to the UK becomes resident here. For example, those who are in the UK on
holiday or for a short period of work will generally not become resident in the UK.

In most cases it will be clear whether you become resident or not, but sometimes it
needs careful consideration of a number of factors. These include: = whether you
have been resident in the UK before = how many days you spend here

«_the pattern of your presence in the UK or absence from it over a period of

years = whether your purpose for being in the UK is settled or temporary
your family, social and work ties to the UK < your accommodation
arrangements.

The following sections will help you to consider various factors in order to decide if,

and when, you have become resident in the UK, and what this means for the tax you
pay.

If you become UK resident in a particular tax year, by law you are resident for the
whole of that tax year. But, if you come to the UK part way through a tax year, the
year may by concession be split (extra-statutory concession Al11). This means that
the UK Income Tax you should pay because you are resident here is calculated on the
basis of the period you are living here rather than the whole of that tax year. This has
the effect of splitting the tax year into resident and not resident periods for the

purposes of calculating the tax due. The following guidance assumes that this split-
year treatment applies.

7.1 Residence and your purpose in coming to the UK

In order to work out what UK tax you will have to pay, you need to establish

whether you are resident here. To do this you must consider why you have come
here, and how often and how long you will be here.

= Have you come to the UK to live here permanently or indefinitely, or to live or
work for three years or more? If you have, read paragraph 7.2 = Have you come
to the UK as a student for a course of study or education? If you have, read
paragraph 7.3.

= Have you come to the UK for less than three years? If you have, read
paragraphs 7.4 through to the end of this part of the guidance.

= Have you come to the UK as part of a series of visits? If you have, read
paragraphs 7.4 through to the end of this part of the guidance.

Depending on your circumstances you may need to follow two or more of the above

references.

not normally be charged tax for the period up to your arrival in the UK. (See the note

at the beginning of this part of the guidance.)

More information on the UK taxlncome Tax liability of people who have been temporarily non-resident
in the UK can be found in part 5 of this guidance — 5-44see 5.11 For information on capital gains, go to

(NINO). If you do not already have one you can apply by phone to the_Jobcentre Plus National
Insurance number allocation service on 0845 600 0643. Lines are open from 8.00am to 6.00pm,
Monday to Friday.
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You can get more
information at

www.hmregovuk/
migrantworkers/
or by phoning the
Self-employed

Helpline on 0845
915 4515. Lines are

open from 8.00am I | . in-the UK .
to 8.00pm, Monday '
to Friday and

8.00am to 4.00pm

Saturdays-and
Sundaysiaturday. have7.2 When you come to the UK permanently, indefinitely, or to
live or work for three years or more
If your home has been abroad and you have come to the UK to live here
A Whatyou Aoermanently or indefinitely, you will be resident and ordinarily resident from the
need-to-do te you
arrive.
when-you
if I You will also be resident and ordinarily resident from the date you arrive if you have come to the UK to

the UK what UK ¢ remain here for three years or more. By-sayring-thatyyou-have-come-here-permanenthy-orforat
v |mil’l have-to-pay leasuhmeyeam—yeemaﬂnad&méeaptha{mssmwwwuamMSWstmngth&u%

with-you-will-depend vrsﬁepandw%nepbestaymghe#eiepthmeyeap&%mmmmsemd mlheUKforlhe
on-why-you-have-come time being.

to-the-country—When If you have previously been resident in the UK and are returning after a period
you-arrvein-the- Ui abroad, you will need to consider whether or not your absence from the UK was a
99*9**‘9“%&“*4%@9 period of non-residence. You may not have been entitled to the split-year treatment.
Wj E Eﬁ 5?3 § , ial ! 3 Iif If you were not resident you may have been ‘temporarily not resident’ and this

might affect your liability to UK tax when you become resident in the UK again.

Have you-come HWhether or not you have lived here before, if you have come to the UK to werklive
to-the UK tolive or work permanently, indefinitely, or for three years or more, you should tell

here HMRCus immediately so that weyou can make sure that you are paying the correct
permanently or amount of tax as soon as possible.

toli K < If you work for an employer in the UK, they will give you the forms you need to
for-three years complete for HMRCus and will deduct tax from your earnings on our behalf under
oFrore H you PAYE - see part 6. Ih&m@%mkﬂeie#n%#eu%%k@hemeeeweiuﬁhe#
M W iceThe forms
paragraph 7.2 mlqht mclude form P46.

Have you-come = If you have been seconded to work in the UK while employed by a foreign
to-the UK as-a employer, they should give you the form P46 (Expat) to complete. We will send
Studentfora you any other forms you need.

course-of study - If you are going to work for yourself — that is, as a self -employed person; — you can
or-education? find out what you need to do enthe-HMRC-web-site-andif you go to

I you-have FE' 2d www.hmrc.gov.uk or you can-alse phone our Self-employed Helpline.

paragraph ’;_3 . = If you have come to the UK to live (permanently or indefinitely; or for three years
Have youcome-to or more) but do not intend to work here, you sheuldmust tell HMRGCus if you have
the UK to visitfora any taxable income and/or gains.

sefiedelossthon

three-years2-Hyou Paragraphs 7.4, 7.5 and 7.6 explain what you need to consider if you have come to
have—+ead the UK and will not be staying here for three years or more, or permanently or

paragraphs 7475 indefinitely
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Part 2 explains what we
mean by resident in the UK
while part 3 explains what
we mean by ordinarily
resident in the UK. You
should read both parts of
the guidance. Remember
that if you are in the UK for
183 days or more during a

tax year you are resident
here.

If you are an international
student and have come to
the UK to study on a
student visa, you do not
have to tell HMRGCus that
you

are here unless you think
that you might have to pay
UK tax.

If you are an international
student and have a student
visa you are able to work
while in the UK but
somethere are rules apply
forabout the type of work
you can do. To find out
more go

to the UK Border Agency
website at

gov.uk

More information about
Double Taxation
Agreements can be found
at paragraph 4-4-612.6
and part 9 of this
guidance.

Part 2 explains what we
mean by resident in the UK
while part 3 explains what
we mean by ordinarily
resident in the UK. You
should read both parts of
the guidance. Remember
that if you are in the UK for
183 days or more during a

tax year you are resident
here.

You can find out what counts
asaday spent in the UK for this
purpose in paragraph

You may become resident for
many reasons during your Visit(s),
see part 2 for what we mean by
resident.

You can find out how to

contactusinpart 13,

7.3 When you come to the UK as a student

If your home has been abroad and you have come to the UK for less than feurtwo
years for a period of study or education, you might not be resident in the UK (see
paragraphs 7.4 and 7.5). If you have come to the UK for more than two years but less

than four years for study or education, you will be resident in the UK while you are
here-but. But you will not usually be ordinarily resident as-long-asif: « you do not own
or buy accommodation here = you do not acquire accommodation here on a lease of
three years or more = when you leave the UK you aredo not plarningplan to return here
regularly for visits which average 91 days or more in a tax year (to calculate your
average visits to the UK — see paragraph 7.6).

Whielf, while you are studying in the UK,-i you get a job to help support yourself,
you might have to pay UK tax on your earnings. This is because your earnings are
from a UK source and are liable to UK tax whether or not you are resident in the UK.
Beferelf you eanare going to work in the UK you will usually need a UK National
Insurance number-ane-rfermation. Information about this and other details of
working in the UK can be found in paragraph 7.2.

How much tax you have to pay will depend on the amount you earn during a tax
year. You may be entitled to UK personal tax allowances which-can reduce the
amount of any UK tax you have to pay. This is explained in part 6.

As a Studentstudent from outside the UK, you should check if there is a Double
Taxation Agreement (DTA) between the UK and your own country. Most DTAS
make provision for the tax treatment of the money paid from abroad for course fees
and teyour support-yed while you are studying here. It is important that you check
your position as this will affect what, if any, UK tax you need to pay on foreign
income and/or gains whichthat you bring into the UK.

7.4 When you have-come to wisit-the UK forless-than-three
yearstemporarily

the-UK-you are simply visiting the UK, then you might not be resident. But you are
not simply visiting the UK if you have a purpose for being here which is not
temporary. The nature and extent of your connections to the UK may indicate that

your purpose in the UK is not temporary.

only-to-visit-the UK -the-following-guidance-will-apphy-you remain in the UK for a
period that spans two tax years and are resident in the second year then you will need

to consider whether you were also resident in the first tax year. This will depend on
all the facts.
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It is possible that after you first come to the UK te-visit-erafteryou-have madea
number-efvisits-here-your circumstances change and you are going to live here
permanently or indefinitely, or you are going to remain here for three years or more
from the date of your arrival. In such a situation, you will become resident and
ordinarily resident in the UK- and you should read paragraph 7.7. If your
circumstances change whileand you arebecome resident in the UK, you should tell
us as soon as possible to make sure that you are paying the correct amount of tax.
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You can find out what counts
asaday spentin the UK for this
purpose in paragraph

You canfind out how to
calculate the average
number of days you visit the
UK in paragraph 7.6.

You may become
resident for many
reasons during your

visit(s), refer to part 2 for what

we mean by
‘resident in the UK’ while
part 3 explains what we

mean by ‘ordinarily
resident in the UK’

7.5 Short term-wvisiters, one-off or repeated visits —
residence and ordinary residence

B&I’—ES—ThIS sectlon agglles to you onlg if you are in the UK temgorarllgg

(see paragraph 7.4).

If you are making a single-one-off visit to the UK and leave before you have been here
for 183 days in a tax year and_you do not intend to return, you will not_usually be

resident or ordinarily resident in the UK.

But, if you are going to make regtara number of separate visits to the UK you need to
consider i-these-visitswhether this will mean-thatmake you-beeeme resident and/or

ordlnarlly re3|dent here Evenwhen—yeu—areﬂet—m#}e-w(—fe%&days—deﬂﬂg—a—ta*

days%h&kyeaepend—he%i—m#wnyeu%&te%&ﬁhe—ukyewde It does not
matter whether the visits are for the same purpose or different purposes, or varying
lengths of time.

If you are making a number of separate visits, part _explains that you need to look at
the pattern and regularity of your visits. The length of time required to establish a
pattern will depend on your circumstances but after three years it will usually be

Qossible to judge the pattern that has emerged.

'ou may not know how long you will continue to visit arelyrour-visits-average-91-days-or-mere

per—tax—yeapever—aieepyeappened—)@erHJ—be you first arrive mlheUK If, after three
lete tax m has that these visits total more than 91 and your visits

continue, then you wiII become resident and ordinarily resident in the UK frommeﬁﬁh—year—if—yeu
continte-to-viskstart of the next tax year.

YeuBut there are situations where you might become resident and ordinarily

resident in the UK before you have been visiting for four years-i#:-, for example:

=_where you know, when you start visiting the UK that your visits here are
goingtewill be for an average of 91 days or more per tax year. In these cases,h
which-case you will be resident and ordinarily resident from 6 April of the tax
year in which you first start making your visits.

= when you realise after starting to visit the UK regularly that your visits are going
to be for an average of 91 days or more—. In these cases you will be resident and
ordinarily resident from 6 April of that tax year.

= when your circumstances change so that your purpose for being in the UK is no
longer temporary.
It is possible that after you first come to the UK to visit, or after you have made a

number of visits here, your circumstances change so that you are going to live here

permanently or indefinitely, or are going to remain here for three years or more
from the date of your first arrival. If this is the case, you will become resident and

ordinarily resident in the UK and should read paragraph 7.7.

If your circumstances change and you become resident in the UK you should tell

us as soon as possible so that you can make sure that you are paying the correct
amount of tax.
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Residence is not purely a
matter of day counting.

The number of days spent
in the UK is one factor

which needs to be
considered alongside
others. Part 2 of this
guidance explains what
we mean by ‘resident

in the UK’ while part 3
explains what we mean
by ‘ordinarily resident

in the UK. You should
read both parts of

this guidance.

You can find out what counts
asaday spent in the UK for
this calculation in paragraph
22

221and23.

For further information

about passengers

travelling through the
UK see 2.3.

You can find out how to

calculate the average
number of days you visit the
UK in paragraph 7.6.
Residence is not purely a
matter of day counting. The
number of days spent inthe
UKis

one factor which needs
to be considered

alongside others.

7.6 How to calculate your average wisitstedays in the UK

Calculating your annual average days in the UK is a useful indication of the extent
of your connection to the UK. It may also indicate if — when you have visited the
UK frequently — you have become resident here.

If you need to calculate your annual average wistts-todays in the UK, you do so
like this:

Total days visitingin the UK

Relevant tax years (in days)

The annual average is calculated over the number of years you have been visiting the
UK, up to four years after which only the last four years are included in the

average. (But if the pattern of your visits varies substantially year
by year, it might be appropriate to look at the periods with
different patterns separately and to calculate average days
in the UK for each distinct period).

X 365 =annual average visits

Example

This is-an-example for illustrative purposes only and any calculation you make would be based
upon your own circumstances — the day that you actually started to visit the UK and the days
that you have been here in the period.

If you arrived in the UK on 20 May 2008 and were to-visitin the UK for:

8079 days in the tax year 2008-09 (365320 days in the remainder of the tax year)
10091 days in the tax year 2009-10 (365 days in the tax year)

8598 days in the tax year 2010-11 (365 days in the tax year)

10579 days in the tax year 2011-12 (366 days in the tax year)
The annual-average of your visits would be:

2008-09 —79+320 x 365 =90.1
2009-10 — (79+91)+(320+365) x 365 = 90.6

2010-11 — (79+91+98)+(320+365+365) x 365 = 93.2
2011-12 —(79+91+98+79)+(320+365+365+366) x 365 = 89.4

one spent in the UK if you are here at midnight at the end of the day. Do not include days of transit, if you
arrive from another country on one day and leave the UK the next day and do not engage in any activities
unrelated to your joumey while inthe UK.

This is the general practice, but it will not necessarily be appropriate in all cases. If
you spend very significant amounts of the year travelling internationally, you should
keep a record both of the days you were present in the UK and of those days where you
are here at midnight. Both will be factors when looking at the pattern and purpose of
your visits

80+100+85+105 % 365=  370x365=  9244days
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7.7 1f you come to the UK for more than 183 days but remain here

less than three years from your arrival
Part 2 explains what we mean by resident in the UK while part 3 explains what we
mean by ordinarily resident in the UK. You should read both parts of this guidance.

You will always be resident in the UK if you are here for 183 ormore in the tax

HAs explained in paragraph 7.5, if you are in the UK on a regular basis it is possible
that you will become resident and ordinarily resident in the UK before you have

been V|5|t|ng for four yearsp—yeumﬁheh—yee—stan—vmtmg—the-umhat—yeu#

You can find out what counts asaday spent in the UK for this purpose in paragraph 2.2.1.

From the date of your arrival' means from the beginning of the tax year, but you will not normally be charged tax
for the period up to your arrival in the UK — see
the note at the beginning of this part of the guidance.

7.7.1 Residence
You may become resident for any of the reasons described in part 2.

If you remain in the UK for a period that spans two tax years and are resident in the
second vear then you will need to consider whether you were also resident in the

first tax year. ThIS WI|| degend on all the facts

f ou tave come to the UK and WI|| be remamm here for

wuam»e#yeu—have—eeme

at least two years—¥ed but for not more than three years, you wi

resident #from the UKifdurnrgdate of your wisitarrival (even if you are here f fewer
than 183 days ermere-in the first tax year-). This does not necessarily mean that you

will also be ordinarily resident.

; .; .2 WM‘ i i
7.7.2 Ordinary residence

Wl-l-l@aﬁectv\mmUKtaxyou have to pay—Because-you-came-to-the U KFfora-period-of
and this status may change while you remain in the UK.

Ordinary residence is different from domicile and it is important not to confuse the
two terms. (Domicile is covered in part 4).

Generally, you become ordinarily resident in the UK when it becomes normal
(‘ordinary’) for you to be resident in the UK. Sometimes it is clear that you

become ordinarily resident as soon as you arrive in the UK, but sometimes
ordinary residence is established only after you have been here for a while.

If you come to the UK for less than three years, you weuld-appeartomight not be
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Examples of a settled
purpose can be found in
part 3.

Ordinarily resident here but there are many factors to consider. You should read

part 3 of this guidance which explains what is meant by ‘ordinarily resident in

the UK’. If your circumstances havehanged-sineechange after you arrivedfirst

arrive in the UK, it is possible that yeu-may-have-become-erdinaribyresidentyour
ordinary residence status might change as a result.

++3—Longer-term visiters—ordinary7.7.3 Ordinary residence in-the
yearwhen you arrive

If you have come to the UK veluntarHy-and-for a settled purpose, for example to
live or work in the UK for three years or more, you will be ordinarily resident
from when you first arrive.

If you own or acquire accommodation on a long-term lease of three years or
more in the year you arrive; this may-beis an indication that your presence in the
UK forms part of the regular and habitual mode of your life for the time being
and-se. Such a mode of life means you are ordinarily resident from when you

arrive.

But the ownership of accommodation by itself will not make you-becoming

ordinarily resident is-because-you-have-accommodation-here-then-aslong

You canstill be ordinarily resident in the UKeven if you leave within three years, for example if your
purpose for being here was settled when you first came here asprovided you dispose of the
accommedationit and leave the UK within three years of your arrival

174 Ordlnary Reaeenee—the—yealcsresmence after you-arrivearrival

5 i£lf you do not have
a settled purpose on amval you can stlll become ordlnarllv re5|dent You will

become ordinarily resident with effect from the start of the tax year in which:

« you first have a settled purpose
= you decide to stay here for three years or more from the date of your arrival

O v vy oroticy FesIa e ea-Of v v

= you remained for more than three years from the date of your arrival.
Factors that indicate you have made a decision to stay in the UK for more
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than three years include acquiring a lease on accommodation or accepting

an employment contract lasting more than three years from the date of

your arrival.

As explained above, if you have remained for more than three years from the date
of your arrival you will be ordinarily resident here from the start of the tax year
in which the third anniversary falls. While this applies to the vast majority of
cases, there could be exceptions, where particular facts — that you would need to

support with evidence — might indicate the contrary. For example, if you
marginally overstayed a three-year period and then left the UK, perhaps because a

project you were working on over-ran or a house purchase fell through, you
might still be not ordinarily resident for the duration of your stay. (If you later

return to the UK and become resident again, within two years of having left, you
are very likely to become ordinarily resident on your return.

In very unusual circumstances you may be resident in the UK for three years or

more but remain not ordinarily resident. If this is the case, you will need to

demonstrate that your residence in the UK is not ‘ordinary’ for you and that you
have no settled purpose here. The circumstances in which this would apply and

when you will become ordinarily resident will be taken on the facts of each case.
You may wish to take professional advice if you think this applies to you.
If you are ordinarily resident in the UK, leave and return within threetwo years-of

yourarrival, you will usually be aet-ordinarily resident —see-example-3-at-7.8-
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These examples assume
for the sake of clarity.
that you have not
previously spent time in
the UK. If this is not the

case then you will need
to consider all the facts

including the purpose for
our previous visits, an
emerging patterns and

your total and average day
counts.

Special treatment applies
to_people when they first

arrive in the UK and

when they leave the UK
—see 2.4.

i |

7.8 Supporting Examples-examples

These are illustrative examples to support the guidance outlinedin 77.4. The
examples are not exhaustive or definitive but willhelp you understand hewyour
ordinary resident might-affect-youstatus when you have come to the UK-as-alenger
term-visitor. Your ordinary residence in the UK will be based on your individual
circumstances.

7.8.1 Example 1 - Ordinary residence when you have remained in the UK
for three years or more

When you arrived in the UK on 6 June 2009, in the tax year 2009-10, you did not think that you
would be staying here for three years or more. Since then you have not bought any
accommodation here or leased any accommodation for three years or more. The
accommodation you have used has been on short-term leases.

On 7 June 2012 (tax year 2012-13) you are still in the UK. This is three years and a day since you
first arrived here.

You will be ordinarily resident in the UK from 6 April 2012. This is because you have now been in the UK foralong
enough period of time for your being here to be considered as‘ordinary” for you. 6 April 2012 is the start of the
tax year 2012-13 in which the third anniversary of your arrival in the UK occurred.

7.8.2 Example 2 — Ordinary residence when your circumstances change and you
deeide-te remain in the UK for longer than originally planned

When you arrived in the UK on 6 June 2009 you came on a fixed term appointment for a period of 18
months and did not think that you would be staying here for more than three years. In Juhy-2010
rou-decide-that-youwill-now-be-remaining-in-the- Ui-until- 20130ctober 2010 you accepted a two

year extension to your employment contract. You are contracted to remain in the UK until the end
of 2012 which will be more than three years from the date you arrived here.

You will be ordinarily resident in the UK from 6 April 2010. This is because you are now going to be in the UK fora
longer period than you first thought and the period is now long enough for your being here to be considered as
“ordinary- for you. 6 April 2010 is the start of the tax year in which you made the decision to remain in the UK for
longer than you originally planned.

If you had decided in December 2009 — in the same tax year as you arrived here, that you would be
remaining in the UK until 26232015 you would be ordinarily resident from 6 June 2009 which is
the date you arrived in the UK. This is because; — although you did not think you would be staying
when you first arrived — you have decided to stay within the same tax year. The period for which you
are now going to be here is long enough for your presence in the UK to be considered as-ordinary-

7.8.3 Example 3 — Ordinary residence when you buy or lease
accommodation for three years or more

When you arrived in the UK on 6 June 2009 you did not think that you would be staying here for
three years or more. In May 2010 you buy a house in the UK to live in.

You will be ordinarily resident in the UK from 6 April 2010. This is because buying the house here shows that

your being in the UK is now “ordinary’ for you. 6 April 2010 is the start of the tax year inwhich you bought the
house.

but

If buying the house was the only reason you were ordinarily resident, and you sold the house and
left the UK before 6 June 2012, you would be able to say that you were not ordinarily resident for
the period you were here. The period of ownership was sufficiently short not to be classed as for a
settled purpose of living in the UK.
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You can also get form P85
enline-at www.hmrc.gov.uk
You cannot complete the
form online but you are able to
download and print the form
which you can then send to
yourFaxOffice tax office.

You will find the address of
your tax office and your
HMRC reference number on
any correspondence you
have received from us,
including your most recent
form P60 and form P45,

If you are unsure you can
contact your local HMRC
office who will be able to
help you. You can find your
local tax office in

The Phone Book or at
www.hmrc.gov.uk

38 —When—semee#m—steps—being—resiéen{—mﬁpartina from

Page-49

The terms Residenceresidence and Ordinary-Residenceordinary residence are explained in parts 2 and
3 of this guidance._You should read both parts.
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82 Leaving-the- UK-permanenthy-or-indefinitelylf you emigrate from the
UK you will stop being resident here. This would mean that you leave, set up home
elsewhere, and substantially cut your ties to the UK.

If you leave for shorter periods, for occasional residence abroad, or with no

settled purpose abroad, it is likely that you will remain resident in the UK — even
if you become resident in another country under that country’s rules.

8.1 Leaving the UK permanently or indefinitely
If you are leaving the UK permanently or mdeflnltely, you-withonly-become-not

contacting your tax office. We will give you form P85 to comolete so that you can get
any tax refund you are owed. We will also tell you if you will need to complete a UK
tax return after you have left the country.

Leaving the UK ‘permanently’ means that you are leaving the country to live
abroad and will not return here to live. Leaving ‘indefinitely’ means that you are

leaving to live abroad for a long time (at least three years) but you think that you

might eventually return to live here, although you do not currently have plans to
do so.

yeaweuw%remmrrresrden&%e@na#ly—re&denﬁrﬁh&UK—The act of Ieavm the

UK does not necessarily make you not resident and not ordinarily resident. You must
also make a definite break from the UK and any remaining ties you have with the UK
must be consistent with not being resident here. If you say that you are no longer
resident and ordinarily resident in the UK, we might ask you to give some evidence to
show that you have left the UK permanently or indefinitely and that there has been a
clear change in the pattern of your life. For example, we would expect you to show

that when you left the UK you had acquired accommodation abroad to live in as a
permanent home.

res+dent If you st|II have property in the UK WhICh you can use after you Ieave we

might want you to explain why-yed-areretairing-that-property-when-yyou-say-you
have-leftthe- UIhow retaining that property is consistent with leaving the UK.

Youwill not cease to be resident in the UK simply because you become re5|den
elsewhere. You can become resident in another country and remain resident in the
UK. If you are leaving the UK permanently or indefinitely you will become not
resident and not ordinarily resident from the day after the day of your departure
Page 50
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You can find information onall

ESCsin the following HMRC
‘ ; ;

this:guidance: Extra-statutory
concessions and statements of
practice at
wwwhmregov.uk/
thelibrary/esc.htm

For information about
dual residence see 12.7.

8.1.1 The year you leave

Although the normal rule in law is that you are taxed as a resident for the whole of
the tax year in which you are UK resident, there is an extra-statutory concession
(ESC A11) that allows the tax year to be split. The effect of this concession is that
you have to pay UK tax as a resident only for the part of the tax year before you
finally leave.

ESC A11 has particular conditions; it does not apply in all cases. If you were
ordinarily resident in the UK before your date of departure you have to cease to be

ordinarily resident here in order to benefit from the concession. Part 3 explains what
we mean by ordinarily resident in the UK. ESC A11 will never apply if your date of

departure and date of return fall in successive tax years. You will always need to be
not resident for at least a whole tax year for it to apply.

An extra-statutory concession will not be given in any case where an attempt is
made to use it for tax avoidance.

8.2 Leaving the UK for shorter periods of time

You will still be treated as resident in the UK if any periods of time you spend outside the UK are for
occasional residence abroad only. Occasional residence means you have no settled purpose for a
continuing absence fromthe UK.

‘Occasional’ does not mean that your absence must be isolated or of short duration. A series of

business trips abroad is an example of periods of occasional residence abroad.

If you normally live in the UK and go abroad regularly, for example on extended
holidays, you will continue to be resident here. This type of absence does not stop you

being resident and ordinarily resident in the UK, because you have not made a
definite break from the UK.

8.2.1 Evidence of a definite break

If yvou do not make a definite break and cut your UK ties then you remain resident in
the UK. You could also be dual resident — that is resident in the UK and another

country.

You might not have evidence of a definite break from the UK for some time after you leave the UK. In
this situation you will need to review your residence status later to confirm whether you have become
not resident, and when this happened.

For example, if you have travelled in and out of the UK fairly frequently, the
exact timing of the end of your residence here could be difficult to establish. You
should therefore keep evidence relating to your lifestyle before and after the date
on which you think you ceased to be resident.

If the circumstances of your life change gradually, then you will become not

resident only when you have sufficiently reduced your ties to the UK and are more
than occasionally resident abroad.

The evidence that you will be able to show that you have made a definite break will
depend on the extent of your UK ties initially. If you had few initial connections with
the UK you will have less evidence to show you have made a definite break. In those
circumstances strong ties to another country, including a home and settled purpose
for your presence there throughout a complete tax year, would be more of a factor
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| eciding if you have in deciding if you left the UK permanently or indefinitely
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8.3 Complete absence from the UK

Residence is connected to physical presence. If you live outside the UK for a
complete tax year and do not set foot in the UK you will not be resident in the UK for
that tax year, unless your absence from the UK is for the purpose of occasional
residence abroad only. For example, if your absence was for a one-off year long

holiday after which your residence in the UK resumed its previous pattern, you
would remain UK resident during your absence.

If you became not resident simply because of a complete absence from the UK, it is
unlikely that your presence in the UK on your return is for a temporary purpose only

if any of your UK ties remained throughout your period of absence. You would most
likely become resident again on your return.
Even when you are absent for a whole tax year and so become not resident, you

might remain ordinarily resident in the UK. You will need to consider the pattern
of your residence over a number of years and the purpose and pattern of any
ordinary residence abroad.
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8.4 Special rules for certain employees ret-cevered-by-this
gutdanceand offices

There are special rules for some employees who work abroad which-are-not-dealt

0 a a Q a\VVia

a a) U a a ala) U a U - \ViFal abaTa'
or hold certain offices. These are explained in brief below with links to
further guidance where applicable. Some groups of employees are dealt with in
specialist tax offices and where this is the case the office is shown in part 13

Contacting HMRC. Where no specialist office is shown individuals should contact
their own tax office.

Crown employees
A Crown employee is someone who holds an office or employment under the Crown

such as a member of the UK armed forces, a civil servant or a diplomat. It does not

include all public servants such as doctors and nurses, who work for their local NHS
Trust, or teachers who work for the Local Education

Authority. Nor does it include employees of government agencies and
non-departmental public bodies.

Crown employees are always taxed in the UK in full on their Crown

employment income whether the duties of the employment are carried out in
the UK or overseas. As a result residence is irrelevant in determining their tax

liability on their Crown employment income.

UK merchant navy seafarers

Seafarers working on UK ships, who usually live in the UK when they are not at
sea, are resident in the UK. But while they are working as seafarers wholly or partly
outside the UK, they may be entitled to the ‘Seafarer’s Earnings Deduction’ which
can reduce the tax they have to pay. Full details can be found at

www.hmrc.gov.uk/cnr/seafarerstax.htm

Certain oil and gas workers

Where an individual works in the oil or gas exploration/extraction industry within
the UK’s territorial waters, or other designated areas, they are taxed in full in the UK

on those earnings irrespective of their residence status. Different rules can apply for
those working outside the designated areas or those working for non-UK employers.
Further guidance can be found at
www.hmre.gov.uk/manuals/eimanual/EIM40208.htm
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Specialist tax rules for
entertainers and
sportspeople are
administered by the
Foreign Entertainers Unit
(FEVU). More details about

the rules can be found at

www.hmrc.gov.uk/feu/
feuhtm

A member of the House
of Lords is someone who
is entitled to receive a
writ of summons. An MP
is a person who has been
elected to the UK
Parliament and taken

the oath upon taking
their seat.

Entertainers and sportspeople

Entertainers or sports people who are not resident in the UK but perform or compete
in the UK are still taxable in the UK on any payments received in connection with
that UK work. Normally the person paying the entertainer or sportsperson will
withhold tax from the payments.

Students

The UK has entered into Double Taxation Agreements with many countries that
provide special rules for students who come to the UK to study, or go from the UK to

study abroad. Under these rules certain income is not taxable in the country of study if
it is used only for the maintenance and education of the student. Further general

guidance for students can be found at www.hmrc.gov.uk/students/

People seconded to work in the UK by their employer

If you are seconded to work in the UK by your employer, and continue to undertake
duties abroad, you should keep records of work done in the UK and abroad,
covering both the nature of the work and its extent. In recording working days, part
days are included for these purposes, not just those days where you are in the UK at
midnight.

Employees of the European Union

If someone from one Member State goes to live in another Member State to work

for the European Union their residence status does not change and they will retain
the residence status of the last state they were resident in.

So if Mr Adams was resident and ordinarily resident in the UK and went to
Luxembourg to work for the European Union he would remain resident and

ordinarily resident in the UK.

Members of the UK Parliament and House of Lords

Members of the House of Commons (‘MPs’) and House of Lords (‘Peers’) are
resident, ordinarily resident and domiciled in the UK for Income Tax, Inheritance
Tax and Capital Gains Tax. This will apply to the whole of each tax year in which a
person is a member of either House, starting in 2010-11. This applies even if that

person is a member for only part of the tax year and regardless of whether or not
they are on a leave of absence. It does not apply to the Lords Spiritual or Peers who
are disqualified from sitting and voting as a result of becoming a Member of the

European Parliament or a judge.
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What we mean by~
full-time employment-:

UK tax law does not give a
definition of full time
employment:. The decision
on whether or not you are
employed abroad full-time
will depend on the
particular circumstances

of your case.

If you say that you are
working abroad full -time,
we would expect you to be
able to show that

your employment:

« has a standard pattern
of hours which can be
compared to a typical
UK working week

or

« if your employment
does not have a formal
structure or fixed
number of working
days, it can, by looking
at the local conditions
and practices of the
particular occupation,
be compared to similar
full-time employment
in the country where
you are working.

8.5 Leaving the UK to work abroad as an employee

If you are leaving the UK to work abroad full-time, you will only become not
resident and not ordinarily resident from the day after the day of your departure,
as long as: = you are leaving to work abroad under a contract of employment for
at least a whole tax year = you have actually physically left the UK to begin your
employment abroad and not, for example, to have a holiday until you begin your
employment

= you will be absent from the UK for at least a whole tax year

« your visits to the UK after you have left to begin your overseas
employment will — total less than 183 days in any tax year, and

—average less than 91 days a tax year. This average is taken over the period of
absence up to a maximum of four years.

-Tocaloulate your annual average fess-than-91-days-a-tax-year—This-average-is-taken-over the

a m MUM-O a a pa Q AN N \A NO\A a NO\A
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Total days visiting UK X365 =annual average Visits
Tax U have visited (in da

If you were to leave the UK on 20 May 2008 to work full-time abroad and you visit the UK for:
79 days in the tax year 2008-09 (320 days in the remainder of the tax year)

91 days in the tax year 2009-10 (365 days in the tax year)

98 days in the tax year 2010-11 (365 days in the tax year)

79 days in the tax year 2011-12 (366 days in the tax year)

The average of your visits would be:

(subject to split year treatment applying)
2009-10 — (79+91)+(320+365) x 365 = 90.6 therefore not resident
2010-11 —(79+91+98)+(320+365+365) x 365 = 93.2 therefore resident
2011-12 —(79+91+98+79)+(320+365+365+366) x 365 = 89.4 therefore not resident

The calculation of average visits for the year 2012-13 will not include the visits or relevant days

for the year of departure. The rolling period of four years is maintained by excluding the oldest year
at each annual review.

Any days you spend in the UK because of exceptional circumstances beyond your control,
for example an illness which prevents you from travelling, are not normally counted for this
purpose.

If you do not meet all of these conditions, you will remain resident and ordinarily resident in
the UK unless paragraph 8:28.1 applies to you.

If your employment comes to an end and you do not return to the UK it will be necessary to
consider if you continue to be not resident and not ordinarily resident in the UK.
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More information on the

UK tax liability of people
who have been

temporarily non-resident
in the UK can be found

in part 5 of this

guidance —see 5.11.

You can find your local tax
officein The Phone Book

or go to
www.hmrec.gov.uk

8.6 Returning to the UK after working abroad

If you were not resident and not ordinarily resident when you were working abroad
and you return to the UK when your employment ends, you will be not resident and
not ordinarily resident in the UK until the day before you return to the UK. You will
become resident and ordinarily resident on the day you return to the UK unless you
can show that your return was simply a short visit to the UK between two periods of
full-time employment abroad.

However, if you have previously been resident in the UK and are returning to
become resident here again after a period of residence abroad, you might need to
consider whether your absence from the UK was a period of “‘temporary non-
residence”. If you were temporarily non-resident in the UK, this may affect your
liability to UK tax when you return to become resident in the UK again.

8.7 Changes to your employment when abroad

If your circumstances change while you are abroad, for example there is a break in
full-time employment, you might no longer meet the requirements of paragraph
8-38.5 and so remain resident and ordinarily resident in the UK. You must tell us
about such changes by contact our tax offlce

|on’€§mﬁ%§%u a COéln\/‘é‘ry si%]{n pgn %@w@%ﬁrﬁ%gh

88 Leaving the UK to become self-employed abroad

If you are leaving the UK to work abroad for yourself in a trade, profession or
vocation, then as long as your working circumstances are similar to those outlined
in paragraph 8.5, you will be taxed in the same way.

8.9 Leaving the UK with your spouse or partner

When your husband, wife or civil partner leaves the UK to work abroad within the
terms of paragraphs 8.5 or 8.8, you are able to receive the same tax treatment if you
accompany or later join them abroad. This treatment is by concession (extra-
statutory concession A78) and means that even when you yourself are not in full-time
employment abroad, you will also be not resident and not ordinarily resident in the
UK from the day after your departure. This treatment will apply as long as: = you
will be absent from the UK for at least a whole tax year, and
= your visits to the UK after you have left — total less than 183 days in any tax year,
and — average less than 91 days a tax year. This average is taken over the period of
absence up to a maximum of four years — see 8:38.5 which will show you how to
work out this average. Any days you spend in the UK because of exceptional
circumstances beyond your control, for example an illness which prevents you from
travelling, are not normally counted for this purpose).
You will remain not resident and not ordinarily resident in the UK until the day before you return to the
UK. You become resident and ordinarily resident on the day you return to the UK.
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More information in this guidance

You can find more information on what happens to youwhen you leave the UK, elsewhere in this
guidance: = Taxtax treatment in the year you leave the UK — part 2, paragraph
2.4 « PersonalTax-AHowancespersonal tax allowances in the year you leave the
UK part 6 paragraph 6 7. Bangaeeempamed—by—ye&r;spease-er—eMJ—parmer

—part—l@—paragraph—l@—l—l—enw&rds nvestment (unearned) income — part 10 .

earned income — part 10.
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Detailed information
about individual DTAS
can be found in our
Double Taxation Relief
Manual and Digest of
Double Taxation
Agreements which-can
befound-at
www.hmrc.gov.uk

You-canobtain
furtherDetailed
information enBDTAsby

and-contactdetailsabout
individual DTAs can be
found in part-220ur
Double Taxation Relief
Manual and Digest of
Double Taxation
Agreements at
www.hmre.gov.uk
Contacting HMRC.

9 Double Taxation Relief (DTR) eand
Double Taxation Agreements (DTAS)

Different countries and states have their own tax rules and laws. When you have
income and gains from-a-sedree-in one country and you are resident in another, or
you are resident in both, you may be liable to pay tax in both countries under their
different tax laws. To avoid *‘double taxation” in this situation, the UK has

negotiated deuble-taxation-agreementsDouble Taxation Agreements with a large

number of countries.

DTA:s are designed to protect against the risk of an individual or a corporate entity
being taxed twice where the same income is taxable in two countries.

If you are resident in more than one country it is likely that your tax affairs are

complex. The way DTAs affect you will depend upon your individual circumstances
and the terms of the relevant DTA.

DTAs also provide details of other things which can affect your liability to UK tax,
such as whether or not you are able to claim personal tax allowances, and_for what
types of income and at what rate you will receive relief from-Uk tax.

To obtain relief from UK tax under the terms of a DTA it will be necessary for you to make a claim under the
relevant DTA.
A table showing the countries with which the UK has a DTA in force can be seen

at 9.3. This table is correct as at April 20892010 and does not show the individual
content of each DTA, simply the fact than an agreement exists.

91— non-9.1 Non-UK residents-anrd-residents-of-more-thanone
country

If you are a resident of a country with which the UK has a DTA and not resident in

the UK, you may be able to claim exemption or partial relief from UK tax on

certain types of income from UK sources. You may also be able to claim

exemption from eapital-gainstaxCapital Gains Tax on the disposal of assets.

The precise conditions of exemption or relief can be found in the relevant
ag%eemen{DTA It is not p035|ble to glve full detalls here as they vary from ag#eement

o oty e'mm*mﬁmmﬁmww%

9.1.2 Income which can receive relief under a DTA

Normally, you will receive some relief from UK tax on the following sources of
income under a DTA: = pensions and some annuities (other than UK Government

pensions —see 9.1.3) = royalties « dividends {paid-before-6-Aprit-1999)—see 9.1.9

interest.

Some agreements state that you must be: e subject to tax in the other country erin
question, or = the beneficial owner of the income in the other country in question
before you get relief from UK tax.
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A'‘permanent
establishment: will
usually include a place of
management, a branch
or an office,among
other things.

The detail of each DTA is

different and you should
always check the content
of the DTA which is
specific to your
particular circumstances.
Some DTAs have
different rules for

company directors. You

should check the content

of the DTA which is

specific to your

particular
circumstances.

You should keep records of
any work done in the UK
covering both the nature of
the work and the extent. For
these purposes part days are
recorded as work days, not
just those days where you are
inthe UK at midnight. This is
especially important if you are
working both in the UK and
abroad.

‘Remuneration: is what
you are paid for your

work or services.

The detail of each DTA is

different and you should
always check the content
of the DTA which is
specific to your
particular circumstances.

9.1.3 UK Government pensions

If you receive a pension paid by the UK for service to the UK Government or to a
local authority in the UK, it will usually be taxed only by the UK.

9.1.4 Relief under a DTA when carrying on a trade or business

If you are carrying on a trade or running a business through a permanent
establishment in the UK, you may not qualify for-any relief from UK tax on
royalties, interest or dividends connected with the permanent establishment.
DTAs will often define what is included in permanent establishment.

9.1.5 Earnings from employment and professional services

The guidance in this section will not apply if you are an entertainer, sportsman or
sportswoman. Different rules apply to people in those categories — see 9-1-89.1.8.

UnlessIf you are not resident in the UK, and you are not an entertainer, sportsman

or sportswoman, dhdermanry-BFAs-when-you-are-a+esident-of-a-foreign-country
forthe-purpose-of- the-agreement-you may be able to claim exemption from UK tax

under most DTAS on:

= earnings from an employment in the UK, and < profits or earnings for
independent, personal or professional services carried out in the UK.

Usually there are conditions to be met before relief is given under a DTA.
These are:Fer

= for employments= — you must not be in the UK for more than 183 days in the
period specified in the agreementDTA (often twelve months), and =— your
remuneration must be paid by (or on behalf of) an employer who is not
resident in the UK, and it must not be borne by a UK branch of your
employer-Fer

- for independent, personal or professional services= —you must not operate
from a fixed base in the UK (or, in the case of some-agreementsDTAS, spend
more than a specified number of days in the UK).

9.1.6 Teachers and researchers

Under sememany DTAs, if you are a teacher or professor who comes to the UK to
teach in a school, college, university or other educational establishment for a period
of two years or less, you are exempt from UK tax on your earnings from the teaching
post. Temporary absences from the UK during this period normally count as part of
the two years.

Some agreements cover persons who engage in research. Where this is so, the rules
are normally the same as for teachers.

If you stay for more than two years then under most of these DTAS you cannot claim
the exemption and you will be liable to tax on the whole of your earnings from the
date you arrived. Some agreements-onrlyDTAS allow exemptionsexemption to be
given_only if the earnings are liable to tax in your home country. If you have already
received exemption for a visit (or visits) of up to two years, some agreementsDTAS
will not allow you to claim the exemption again if you make a further visit at a later
date.
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For guidance on how your
income as an entertainer,
sportsman or
sportswoman is taxed in
the UK you should contact
the Foreign Entertainers
Unit-atCAR-Resideney;
Liverpool. The address

and contact details can be
found in

part £213 Contacting
HMRC.

UK DTAs negotiated since
April 1999 do not

provide for payment of
tax credit.

The detail of each DTA is

different and you should
always check the content
of the DTA which is
specific to your
particular circumstances.

Page559.1.7 Students and apprentices

Under most DTAs, if you are an overseas student or apprentice visiting the UK solely
for full-time education or training, you will not pay tax on payments from sources
outside the UK for your maintenance, education or training.

A number of DTAs also provide that students or apprentices visiting this country will
be exempt from UK tax on certain earnings from employment here. Individual

agreementsDTAS impose various restrictions on this relief, includingferexample;
monetary limits and conditions as to the type of employment.

9.1.8 Entertainers, Spertsmensportsmen and
Spertswormensportswomen

Under most DTAs, if you are not resident in the UK-and-rou-come-here-as-an

eH-teFt%—He#’—SPG-Ft—SFH&F}—GI’—SPGH—S\NGm&H— any payments you receive directly or
indir rformances in the UK will be liable to UK tax. This

includes actors and musicians performing on stage or screen, and those participating
in all kinds of sports.

The exemption described in 9.1.5 does not apply to entertainers, sportsmen and
sportswomen.

9.1.9 Dividends

Hyouareresidentinthe- UK yeuUK residents are entitled to a tax credit when
yeuthey receive a dividend from a company resident in the UK. We charge

meeme—ta*lncome Tax on the total of the d|V|dend and the tax credit. The tax

dw@en%neeme#emthatelatethelr tax liability.

If you are not resident in the UK, the-normalruleisthat-you arewill not entitled
toreceive payment in resgect of a tax credit When you receive a d|V|dend froma UK

From 6 Aprll 1999, al-l—deuble—ta*aﬂen—agreementsthose DTAs that still provide for

payment of a tax credit on dividends paid by UK companies
continbedcontinue to give a right to claim a tax credit in
excess of the amount which the UK wasis entitled to retain.
Because the rate of tax credit was reduced from 6 April 1999 from
20% to 10%, the amount which the UK is entitled to retain under
those agreements will, in practice, cover the whole of the tax credit.
So if you make a claim under an-agreementsuch a DTA, where a dividend
has been paid on or after 6 April 1999, there will be no balance of tax
credit left for us to pay to you.

You may also have the nghtto ataxcredrtrf recelve UK personal tax allowances and reliefs through a
claimundera DTA —seechapter6+- canonR/e laim these allowances because of the terms of
aDTA, whether or notyou areent]tledtothetaxcredltvwll also depend on the terms of the agreement.

9.1.10 Capital gains
Under many agreementsDTAS, if you are a resident of another country-ferthe

purpeses-of-the-agreement, you willmay be liable to tax only in the-etherthat
country on any gains you make from disposing_of some types of assets. In that case,

you will be exempt from eapital-gains-taxCapital Gains Tax in the UK even if you
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are ordinarily resident here. H-however;But if you are resident in another country
on a temporary basis and then return to be resident in the UK, you may be charged

Capital Gains Tax on disposals you made when you were not UK resident and not
ordinarily resident.

But if you are carrying on a trade or running a business through a permanent
establishment in the UK, any gains you make from disposing of assets connected
with the permanent establishment will continue to be chargeable to eapital-gains

taxCapital Gains Tax in the UK.
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9.2 UK residents

If you are resident in the UK and have foreign income or gains which are taxable in
beth-the-Uand-the country ef-eriginin which they arise or accrue, you may qualify
for relief against UK tax on those income or gains for all or part of the foreign tax
you have paid. Even if there is no deuble-taxation-agreementDTA between the UK
and the other country concerned, you may still be entitled to relief under special
provisions in the BX=2sUKSs tax legislation.

9.39.3 The BK’sUKs DTAs

These are the countries with which the UK has a DTA in force covering taxes on
income and/or capital gains. The list does not include limited agreements which are
concerned solely with air transport and shipping.

The list is complete as at April 2609.2010.

Antigua and Barbuda France Libya Serbia
Argentina Gambia Lithuania Sierra Leone
Australia Georgia Luxembourg Singapore
Austria Germany Macedonia Slovak Republic
(Slovakia)
Antigua-and-Barbuda——Georgia———MacedoniaAzerbaijan Ghana Malawi
Slovenia Argentina———Germany
MalawiBangladesh Greece Malaysia
Solomon Islands Australia—Ghana
MalaysiaBarbados Grenada Malta South

Africa Austrie————Greeee—————————————— Malla———————— SpainAzerbaijan

Grenada-Belarus Guernsey Mauritius_Spain
Belgium Guyana Mexico Sri Lanka
Bangladesh—————— Guernsey————————— Mexico———— Sudan
Barbades——Guyana-Belize Hungary Moldova

Sudan Bolivia Iceland Mongolia

Swaziland Belarus———HungaryBosnia-Herzegovina
India Montenegro Sweden

Belgium———leeland-Botswana Indonesia Montserrat
Switzerland Belize—— India—— Moroceo
. livi .
Bupp———— Thelland Bosala-Hepzegon iz Brunei Ireland
(Republic of ) Namibia——————— Trinidad-and-TobagoBetswanaMorocco
Taiwan Bulgaria Isle of Man Namibia
Tajikistan Burma (Myanmar) Israel

Netherlands Tunisia Brunet——tsrael

Thailand
Canada Italy New Zealand FeHesy—Buleara

Heaby p-gera TurkmenistanTrinidad
and Tobago
Canada-Chile Ivory Coast Nomway—— TuvaluNigeria

Tunisia
(Cote d'lvoire)
Chile Jamatea Oman Uganda

China JapanJamaica PakistanNorway UkratneTurkey
Croatia JerseyJapan Papua-New USATurkmenistan
Cyprus JerdanJersey PhilippinesPakistan UzbekistanTuvalu
Czech Republic KazakhstanJordan PolandPapua New VenezuelaUganda
Denmark KenyaKazakhstan PortugalPhilippines VietramUKraine
Egypt KiribatiKenya RemaniaPoland ZambiaUSA
Estonia Korea{Republic-of Russian ZimbabweUzbekistan
Falkland Islands Korea (Republic of ) Romania Venezuela
FalklandFaroe Islands Kuwait StKitts-and-NewvisRussian  Vietnam
Fiji Latvia SerbiaSt Kitts and Nevis Zambia
Finland Lesotho SierraSaudi Zimbabwe
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Helpsheet 302 is
available at
www.hmre.gov.uk/
helpsheets/hs302.pdf

9.4 Dual residence
‘You can be regarded as a resident of more than one country (‘dual resident’). There isa HMRC helpsheet

that explains how maost DTAs resolve the question
of dual residence and how liability to UK tax can be affected by the outcome.

Since not all DTAs are the same, it is essential when considering whether any relief
from UK tax may be due, to look at the text of the particular agreement concerned,
as they vary from agreement to agreement.

9.4.1 Residence for the purposes of a Double Taxation Agreement —
consequences for tax liability

The residence part of most modern DTAs provides ‘tie-breaker’ rules for
determining in which of the two countries an individual who is dual-resident

under the respective domestic laws should be treated as resident for the purposes of
the Agreement. The most commonly found tie-breaker tests are:

= permanent home

= centre of vital interests ¢ habitual abode

= nationality.

If all these tests prove inconclusive DTAs normally provide for the tax authorities of
the two countries to settle the matter by negotiation. In practice, very few claims

reach this stage.

If the tie-breaker rules award residence for the purposes of the DTA to the other
country, UK tax liability is usually affected. If the tie-breaker rules award residence
for the purpose of the DTA to the UK, you will remain liable to UK tax as a UK
resident. You may, however, be entitled to relief from tax in the other country as a
resident of the UK for the purposes of the DTA.
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More information can be

found in this guidance to

help you decide your

position on:

- Residenceresidence -

part 2

i - .

ordinary residence —
part 3

- BemicHedomicile — part

44,

Other information to

help you understand

what we mean by ‘the

UK can be found at

14-5-2312.24 and ‘abroad,

foreign: and' offshore-at

respectively. at 12,1, 12.9

and 12.14.

Some UK social security
benefits are liable to UK
tax. These include the
National Insurance
Retirement Pension
and Widows payments.
You should remember
to include any taxable
benefits when
calculating your taxable
income for a tax year.

More information on the
remittance basis can be
found in part 5.

An explanation of the:
arising basis' can be
found at £53:12.3.

See 10.6 for more
information on where
your duties of
employment are
carried out.

See 10.8 for more
information on your
liability from a trade,
profession or vocation if
you become non- resident
in the UK.

10 Types of income

10— TFypes-ef-tncomeThis part provides a series of tables so that, depending

on your individual circumstances, you can see which types of income are taxable in
the UK. There is additional information to help you understand the tables and to
apply them to your individual circumstances.

Before using the tables you must decide, by reference to the guidance provided
earlier, if you are: = resident or Aen-not resident in the UK e erdiraryordinarily
resident or not ordinarily resident in the UK < domiciled or not domiciled in the UK.

When you are liable to UK tax it means that you will pay UK tax on the
income, after-relieffor any allowances and other tax +eliefreliefs you are
entitled to.

tatheThe first part of this section we-dealdeals with earned income and the second part
deals-with investment income.

101-10.1 Farned laeemeincome

Earned income is any payment you receive as a result of an employment, from a
trade, profession or vocation you have, or from a pension you receive.

You can eamincome both in the UK and anywhere else in the world. What UK tax you have to pay on your
eamed income will depend on whether you are resident or not resident in the UK. If you are resident in the
UK hutare either not ordinarily resident or not domiciled here, you might wish to use the remittance basis
of taxation-whieh. Thiswill-atse affect the amount of UK tax you have to pay on income eamed from
outsice the UK. Youwill always e liable to UK tax on income earned in the UK.

If you receive income or gains from employment-related share schemes you

should keep full records, for example of acquisition, terms and realisation to
show where the duties that relate to the award of shares were performed.

10-2-10.2 Farned Heemeincome — When you are resident in the UK
Unless you are able to use the remittance basis, when you are resident in the UK

you are liable to UK tax on the arising basis of taxation. This means that you are
liable to UK tax on all of your earned income, wherever it arises.

10:2:1-10.2.1 Earnings you receive from an employer
When you are liable to UK tax on the arising basis, you are taxed in the UK on your

earnings from any employments, whether your duties of employment are carried out
in the UK or abroad.

If you_can and choose to be liable to UK tax on the remittance basis, your UK
employment earnings are taxed in the UK but any earnings from employment
abroad will only be taxed if they are remitted here.

There-is-an-exception-to-the-operation-of-the-remittance-basisBut if you are resident
and ordinarily resident in the UK, but are not domiciled here—a-these
) {11 b Liab] . e

the remittance basis will apply only to foreign employment income where the
employment is performed wholly outside the UK for a foreign (non-UK)-resident
employer. A foreign employer is an individual, partnership or body of persons
resident outside, and not resident in, the UK. You will be liable to UK tax on the
arising basis for any UK employment income and for any overseas employment
income where any of the duties of employment are carried out in the UK.
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You can find more
information on the SED-en
the HMRC website -
www.hmrc.gov.uk

You canalso phone our
specialist teams dealing
with Seafarersseafarers at
South Wales Area Office,
Cardiff. Contact details can be
found in part 3213
Contacting HMRC.

age-581f your overseas employment duties are performed wholly or partly outside the
UK for a UK employer you will not be able to claim the remittance basis and the
income will be liable to tax in the UK on the arising basis — see table
10.10.1, 43(b).
The Fabletable at 10.10.1 will help you see what UK tax you will pay on your
income earned from employments.

10:2:2-10.2.2 Earnings from a trade, profession or vocation

When you are liable to UK tax on the arising basis you are taxed in the UK on your
earnings from any trade, profession or vocation, whether the trade, profession or
vocation is carried erout in the UK or abroad.

If you are liable to UK tax on the remittance basis, your earnings from any trade,
profession or vocation carried erout in the UK are taxed in the UK but any earnings
from a trade, profession or vocation carried en-abreadout wholly outside the UK will
enby-be taxed only if they are remitted here.

The Fabletable at 10.10.2 will help you see what UK tax you will pay on your
income earned from a trade, profession or vocation.

10.2.3 Pensions

When you are liable to UK tax on the arising basis you are taxed in the UK on most
pensions whether they are from the UK or abroad. If you receive pension payments
from outside the UK (an overseas pension) you might be entitled to a 10% deduction
from the amount-ef-Ui+ax chargeable.

If you receive lump sums from overseas pension schemes or provident funds, the
guidance at 10.9 explains your UK tax liability on the lump sum payments you
receive.

If you are liable to UK tax on the remittance basis, you will pay UK tax on any UK
pensions you receive but any overseas pensions will only be taxed if they are remitted
here. You are not entitled to the 10% deduction for overseas pensions when you use
the remittance basis.

The Fabletable at 10.10.3 will help you see what UK tax you will pay on your
income from pensions.

10.3 Earned +reemeincome — Seafarer’s Earnings Deduction{SEB}

If you are a Seafarerseafarer (or “mariner””) who is resident and ordinarily resident in
the UK you might be entitled to a deduction in your UK tax. This is called the
Seafarer-’s Earnings Deduction (SED).

offshore installation, for example an oil rig, is not a ship for the purposes of S:ED.
The SED is enly-available only to seafarers.
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See 10.6 for more
information on where
your duties of
employment are
carried out.

See 10.8 for more
information on your
liability from a trade,
profession or vocation
if you become

non- resident in the UK.

More information on
Double Taxation
Agreements can be
found in part 9 of this
guidance.

Page5910.4 Earned Hreemeincome — When you are not resident in the UK
10-4-1-10.4.1 Earnings you receive from an employer
Although you are not resident in the UK you will still pay UK tax on any

employment duties which you carry out in the UK unless those UK duties are
“merely incidental” to an employment abroad — see 10.6.

Youwill not pay UK tax on any employment duties which you carry out

wholly abroad.

If your employment duties are carried out partly in the UK and partly abroad you
need to keep details of the employment — for example those days you spend working
in the UK and those working abroad — to allow you to identify the earnings you have
received for duties carried out in the UK. The duties carried out in the UK will be
liable to UK tax. We may ask to see the records on which such calculations are
based.

The Fabletable at 10.10.1 will help you see what UK tax you will pay on your
income earned from employments.

10.4.2 Earnings you receive from a trade, profession or vocation

Although you are not resident in the UK you will still pay UK tax on any
income you—earAor profits from a trade, profession or vocation {ireluding—a
parthership)-whichthat you carry out wholly in the UK.

Youwill not pay UK tax on any income yeu-earnor profits from a trade, profession
or vocation {ircludinga-partrership)-whichthat you carry out wholly abroad.

If you carry out your trade, profession or vocation-(treluding-from-a-partrership)
partly in the UK and partly outside the UK you will pay UK tax on the part-of

theincome or profits which-relate-tofrom the part of the trade, profession or vocation
carried out in the UK.

The Fabletable at 10.10.2 will help you see what UK tax you will pay on your
income earned from a trade, profession or vocation.

10.4.3 Pensions

Although you are not resident in the UK you will still pay UK tax on most
pensions from sources in the UK.

Youwill not pay UK tax on pensions from sources outside the UK.

The Fabletable at 10.10.3 will help you see what UK tax you will pay on your
income from pensions.




10.4.4 Double Taxation Agreements

As someone not resident in the UK, you might be able to make a claim under a
Double Taxation Agreement (DTA) for your UK earnings or pensions, including
taxable UK social security benefits, to be exempt from UK tax.

This will depend on the content of any DTA between the UK and the other
country concerned.

If-you-are-netresident, for the whole tax year, you are not resident and you do not
claim relief under the terms of a DTA, your liability on taxable UK social security

benefits is limited to the tax, if any, deducted before payment.
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Offshore means:
» the UK territorial sea

(see 12.24)

= the UK continental
shelf (see 12.25).
See 10.3 for more
information on the
SED — the Seafarer's
Earnings Deduction.

See 10.3 for more

information on seafarers

and particularly the
SED — the Seafarer’s
Earnings Deduction.
More information on
Double Taxation
Agreements can be
found in part 9 of this
guidance.

105

10.5 Offshore oil and gas workers

If you are working offshore in the UK oil or gas exploration or exploitation

industry you are not a seafarer and are not eligible to the SED unless you are on a
ship.

If you are a non -UK resident working offshore in the UK oil and gas industry; and
your work is being carried out #-the-JK—iitistrthe UKterritorial-sea-or-on the UK
continental shelf but outside the UKSs territorial waters it will be treated as being
performed in the UK for the purposes of taxing your employment income. Your
earnings will be UK earned income and be subject to UK tax. Any queries you have
about the repayment of that tax should be addressed to GAR-EdinburghSouth Wales
Area, Cardiff and not to any other HMRC office. You might not be due a repayment
of UK income tax.

If you are a resident of a country with which the UK has a Double Taxation
Agreement (DTA) there might be specific provisions for the offshore oil and gas
industry. Any queries you have about this should be addressed to GAR
EdinburghSouth Wales Area, Cardiff (see part 13 Contacting HMRC).

10-6—Earnedtnrcomel0.6 Employment income — Where your duties are
carried out

If you are not resident in the UK or you use the remittance basis, where you
actually carry out your duties will determine if your earned income is UK income or
is income earned abroad. Income is taxed in the UK based upon the facts of where
the duties, for which you are being paid, were carried out.

Seafarers and Alrerewaircrew

Individuals working on international planes, ships and trains are performing UK

duties if they travel through the UK, UK airspace, UK territorial waters or UK
continental shelf. The extent to which the whole journey is considered UK duties will

depend both on whether the journey starts or ends in the UK, and whether or not you

are UK resident. If you are not resident in the UK, whether you are relieved from UK

tax on duties carried out in the UK will depend on the terms of any relevant Double
Taxation Agreement (DTA). It may also be dependent on the country of residence

of the company operating the ship or aircraft on which you are employed. You will

need to find out the residence of the operator and look at relevant articles of the
DTAs involved.

Other workers

If your work is normally carried out abroad but you have to carry out some of your
duties in the UK, the work you do in the UK will be part of your duties abroad only
when you can show that the work you did in the UK was merely incidental to the
duties of your employment abroad.

Whether or not duties performed in the UK are merely incidental to an overseas

employment will always depend on the circumstances of each particular case. Any
deC|S|on has to be based on the nature of the work carried out in the UK —and not

Q|¥ the amount of time spent on |t—BHHf—yeuépend—meFe4han%dayswekag4ﬂ




If the work you perform in the UK is the same or is of similar importance to the
work that you do abroad, it will not be merely incidental. You will have to show
that there is a purpose to the work you did in the UK which enabled you to do your
normal work abroad and which you could only do in the UK.
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Examples of work carried out in the UK as part of an overseas employment:

tneidentalincidental work

< time spent in the UK by an overseas sales representative of a UK company to
make reports or receive fresh instructions = a short period of time spent training in

the UK by an overseas employee-which-does-net-exceed-91-days-in-the-tax-year

and, provided that no productive work is carried out in the UK by the trainee

during-that-time

Nen-non-incidental work
= time spent in the UK as part of the duties of a member of the crew of a ship or

aircraft « attendance at direetor'sdireetors> meetings in the UK by a director of
the company who normally works abroad.
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More information about
the Seafarer's Earnings

Deduction can be found
at 10.3.

10.7 Earned Hreemeincome from employment when you come to or
leave the UK part -way through a tax year

The following guidance relates only to income you earn as an employee. All other
types of earned income are taxed in the same way as avestmentunearned income —
see 10.11.

When you become resident in the UK

Whenlf you come to the UK during a tax year andto take up permanent residence or

to stay for at least two years, you are resident frem-the-date-ofyourarrivalin the UK

for the whole of that tax year. But there is a concession (extra-subject to conditions)
which allows you to be taxed as a non-resident for the part of the tax year before you

became resident (extra-statutory concession Al11)-which. This means that yeu-witt
nRotpay-UHKtax-onyourearatngs (o (o oot of the i vearthe foreign income you
received before you arrlved in the UK—'Fhlsreeneeselenepphe&em%teearnmgs

bread will not be liable to

UK tax

When you are resident in the UK any leave pay you receive is normally taxable. If you
have been working abroad and are paid for a period of leave spent in the UK, it will
be taxed here as -‘terminal leave pay-. It is taxed as arising in the period to which it
relates — even if your entitlement to the leave pay was built up during a period of
overseas employment. If you are able to claim the SeafarersSeafarer’s Earnings
Deduction, you may be exempt from UK tax on your

leave pay but this will depend on your individual circumstances._Any leave pay you
receive for a period when you are resident and ordinarily resident is normally taxable.

When you stop being resident in the UK

If you leave the UK during a tax year and-beceme-nen-resident-here-on-the-day-after
your-departurefor full-time service under a contract of employment, the concession
apphyirgwhich applies to those erterirgpeople arriving in and becoming resident in
the UK during a tax year (extra statutory concessuon A11) works in a similar way-

subject to certain condltlons The concession allows you to be taxed as a non-
resident for the part of the tax year after you left the UK. This means that the foreign

income you receive in the tax year after you leave the UK and become non-resident
will not be liable to UK tax.
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10.8 Changinglocation-6fComing to or leaving the UK if you carry out
a trade, profession or vocation

If you carry en-a-business-whieh-isout a trade, profession or vocation there

are provisions which apply when you start or end athe business

("commencement" and "cessatlon—prewaens)—Amengmher—thmgs—these

#mm—ene—busmess—te—anefehep Qrovmlons)

If you have been carrying erout a business wholly or partly outside the UK and you:
become resident in the UK, or

« cease being resident in the UK then, in some cases, and provided your business is
continuing despite the change in your UK residence status, we-wiH-aHow-yeu-at that
point te-be-'you are ‘deemed-”’ to have ceased one business and started another. This
means that special cessation provisions wi-apply up to the date of “‘deemed”’ cessation
and special commencement provisions apply from the date of ~*deemed”
commencement. This may affect the amount of tax you have to pay.

Normally the cessation and commencement of residence in the UK (and therefore
the ~‘deemed-’ cessation and commencement of trade) takes place at the start of the
tax year in which your change of residence occurs. Despite the “‘deemed* cessation of
one business and commencement of another, where this applies, any losses incurred
by the business before the change in your UK residence status can be carried forward
and set against the profits of the- ‘deemed- commencing business.

This will not apply to all trades, professions or vocations. It will depend on
where the business is carried out rather than on where the proprietor of the
business resides.

Hs-a-question-of-fact-whetheraA change in your Sk-residence status will usually

trigger the discontinuance of one business and the commencement of another. Most
trades and professions are carried out in a particular location such as a shop or
factory. This means that changing the location of a business (for example from one
country to another) will usually result in the new business being different tefrom the
old one. Even if the type of business being carried out is the same, the fact that it is in
a completely new location is likely to mean that it has a different structure, customer
base and employees. When this is the case the normal rules for the cessation and
commencement of a business will apply and you will have ceased one business and
started a new one. You will not be able to carry forward losses from the old business
to set against the profits of the new one.

Page-63
There are some businesses which are not localised in this way. These businesses are
mainly carried out by professional people, wherever in the world the person happens
to be. Examples of this type of trade would be international actors, sportsmen or
women, authors and musicians. If you carry out this type of profession and continue
to do so in the same way after a change in your UK residence status, you will be liable
to UK tax in the year of the change in your UK residence status as follows: < when
you become resident in the UK you will be liable to UK tax on the proportion of your
profits for the full year which reflects the profits made from the date of your arrival in
the UK to the following 5 April = when you cease being resident in the UK you will
be liable to UK tax on the proportion of your profits from 6 April until the date of
your departure from the UK.
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10.9 Lump sums received from overseas pension schemes and
provident funds

If you receive lump sum retirement benefits from an overseas pension scheme or

provident fund which relate to an employment outside the UK, you will not be

charged UK treeme-taxIncome Tax or will be charged at a reduced rate. This is by

concession (extra-statutory concession A10). What UK ia-c-6-m-e—tax-Income Tax

you are charged will depend on the extent of your foreign service-a-b-+e-a+¢-.

Youwill receive a full exemption where, in the employment to which the pension relates: « at

least 75% of your total service was abroad, or

- your total foreign service-abread exceeds 10 years and the whole of the last 10
years service was abroad, or

- your total foreign service-abread exceeds 20 years and not less than 50% of the
total service was abroad, including any 10 of the last 20 years.

If you do not meet these conditions you will not receive a full exemption. You will
be charged eeme-taxlncome Tax on the percentage of the lump sum which equals
your UK service in the employment.

10.10 Tables showing the scope of liability to UK tax for
Earned-thcomeearned income

Using the tables

These tables are designed to help you identify your liability to particular types of
income, based upon your UK domicile and UK residence status and, if appropriate,
whether you claim the remittance basis.

Your starting point will be whether you are domiciled |n1he UKorout5|dethe UK and you WI|| then
proceed to the question of whether you are ,

Ordinarily Residentor-NetResidertresident and ordmarllv reS|dent reS|dent and not
ordinarily resident or not resident in the UK.
Some additional notes of explanation are provided as footnotes.
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1. How employment income is tax in the UK

-

or

Remittance
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Employment duties performed | Employment

Duties Duties
performed performed
in UK outside UK
Liable* Liable*
Liable Liable
Liable Liable on
remittance
Liable Not liable
Liable* Liable*
Liable (on Liable (on
AB)’ AB)’
Liable Liable
Liable Liable on
remittance
Liable Not liable

duties

performed
wholly
outside the
UK

Liable on
remittance

Not liable

See below®

Liable on
remittance

Not liable



=

Yok Yo Arising Employmentduties-performed  Employment
Domicile residence Basis{AB) wheHy-erparth-in-the-bi< duties
statds status oF performed
. Bubies Puties >
. (R8) perfermed performed 2
(SIS oulside-i
Depictied L Pesicent AB Liable' Liable’ able
B ore
Ordinarily
Besident
2-Resident 2e-A2 Llable Liable Liable
and-Not
Srdinaril
2}y RB Liable Liable-on Liable-on
remittanee remittanee
3-Net AB? Liable Not liable Not liable
:
Domiciled 4 Resident AayAB Liable' Liable' Liable'
ouisiee UL ore
Ordinarily
Besident .
4{b)RB Liable-{on Liable-{on See-below’
ABY ABY
5-Resident 5(a)AB Lhable Liable Liable
one-blot
Ordinartly
Besident 5(b) RE | iabl |
. .
6-Not AB’ Liable Notliable Not liable
Pesident
Notes

Use of this table is subject to any different treatment provided for under the terms of the
relevant article in a Double Taxation Agreement — part 9 provides information about possible

relief under a double-taxation-agreermentDouble Taxation Agreement.
1 Indicates that you are liable to pay UK tax unless subject to SeafarersSeafarer's Earnings Deduction (SED)

see 10.3.

2 For individuals not resident in the UK, the arising basis is limited to liability to UK tax on income
arising in the UK.

3 If you are resident and ordinarily resident but are not domiciled in the UK the remittance basis
operates differently from the way in which it works for individuals who are resident but not
ordinarily resident in the UK. You are liable to UK tax on the arising basis for any earned income
where the duties are performed wholly or partly in the UK. The liability to UK tax on income
earned wholly outside the UK will depend on the residence status of your employer:

@) when your employer is non -UK/foreign resident — liable on remittance basis
(b) when your employer is UK resident — employment earnings are liable on arising basis.
Page 63 0.10.2 Table 2 How income
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YourUk YourUk Arising Tradeor Tradeor
Domicile residence Basis-(AB) Profession Profession
status status or carried-on carriedon
Remittance whely-er whelly
Basis-RB) parth-in-the otiside-the
claimed UK UK
Domiciled 1 Resident AB Liable Liable
within-Uic ane
rdinaril
.
2-Resident 2e-A2 Lickble Liable
and-Net
inaril
2(b)RB Liable Liable-on
remittance
3-Not AB’ Liable Not-tabhle
i
Domiciled 4 Resident MHay-AB Liable Liable
outside UK and
Orehinartly
Pesident iabl |
.
5-Resident 5(a)AB Liable Liable
and-Net
linari
5(b)}RB Liable Liableon
remittance
6-Not pAN=4 Liable Not-table
Resident
Notes

Use of this table is subject to any different treatment provided for under the terms of the
relevant article in a Double Taxation Agreement part 9 provides information about possible

relief under a double-taxation-agreementDouble Taxation Agreement.

1 You are liable to UK tax on the profits of the part of the trade or profession which are carried out
in the UK.

2 For individuals not resident in the UK, the arising basis is limited to liability to UK tax on
income arising in the UK.
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Page6610.10.3 Table 3 — How Heemeincome from Pensienspensions is taxed

in the UK
Lump sums received from status status o pension
overseas pensions Remittance
schemes and provident Basis (RB)
funds —see 10.9. claimed
Domiciled 1 Resident AB Liable Liable!
within UK and
linaril
resident
2 Resident 2(a) AB Liable Liable*
and not
—!. il
Lesident 2(b) RB Liable Liable on
remittance®
3 Not AB® Liable Not liable
resident
Domiciled 4 Resident 4(a) AB Liable Liable®
outside UK and
linaril
Lesident 4(b) RB Liable Liable on
remittance’
5 Resident 5(a) AB Liable Liable*
and not
finaril
E— 5(b) RB Liable Liable on
remittance’
6 Not AB® Liable Not liable
resident
Daomicile residence Basis{AB) {overseas)
status status or Pension
Remittance
Basis (RB)
claimed
Domiciled 1 Resident AB Liable Liable'
within UK and
inaril
Resident
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and-Not
inaril
2(h)RB Liable Liableon
remittance®
3-Net AB? Liable Not liable
.
Depictied 4 Resident Aa)yAB Liable Liable*
outside UK and
inaril
4(b)AB Liable Liableon
remittance®
5-Resident 5@)}AB Liable Liable*
and-Not
Ordinariby
Resident 5¢ iabl |
6-Not AB’ Liable Not-liable
Resident

Notes

Use of this table is subject to any different treatment provided for under the terms of the
relevant article in a Double Taxation Agreement — part 9 provides information about possible

relief under a double-taxation-agreermentDouble Taxation Agreement.
1 Less a 10% deduction — see 10.2.3.

2 If a claim to the Remittance Basis is made then the 10% deduction referred to at 1 above is
not available — see 10.2.3.

3 For individuals not resident in the UK, the arising basis is limited to liability on pensions
originating in the UK. You should also see 10.1 for details of UK social security benefits such as
National Insurance Retirement Pension.
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Certain types of
investment income from
sources outside the UK
isare also known as
‘relevant foreign income:.
This term is particularly
used to describe unearned
foreign income in relation
to the remittance basis —
see_12.20.

You can find more
information on the
remittance basis in

part 5 of this guidance.

FOTRA stands for Free of
Tax to Residents Abroad.

10.11 Investment Haeemeincome

Investment income is any income you have which is not a pension and has not been
earned by you as an employee, by carrying out your profession or by running your
own business.

Although this list is not exhaustive, Hvestmentunearned income includes: « interest
from bank and building society accounts < dividends on shares < interest on stocks
rental income received unless the rental income is part of the income of a trading
business.

Investment income can arise in the UK and anywhere else in the world. What UK tax
you have to pay on investment income will depend on whether you are resident or not
resident in the UK. If you are resident in the UK but are either not ordinarily resident
or not domiciled here, you might wish to use the remittance basis of taxation which
will affect the amount of UK tax you have to pay on your investment income from
outside the UK. Youwill always ke liable to UK tax oninvestment income from UK sources.

The table at 10.15 shows UK tax liability on investment income and the guidance at
10.14 tells you about UK tax liability on foreign investment income when you become
resident in the UK part -way through a tax year.

10.12 Investment Hreemeincome — When you are resident in the UK

10-12-1-10.12.1 Liability on the arising basis

Unless you are able to use the remittance basis, when you are resident in the UK
you are liable to UK tax on the arising basis of taxation. This means that you are
liable to UK tax on all of your investment income, wherever it arises.

Most banks, building societies and other deposit takers in the UK deduct UK tax from
interest they pay or credit to your account. If you are resident in the UK but not
ordinarily resident here, you might be able to arrange to have your interest paid
without such tax being deducted. More information about this can be found in
10.13.

Also when you are resident in the UK but not ordinarily resident here, you might
not be liable to UK tax on UK Government *FOTRA" securities. More
information about this is found in 10.13.

Most investment income from sources outside the UK and some from sources in the
UK will not have had UK tax deducted before it is paid to you. This does not make it
“UK tax -free”’ and UK tax might be due on such income. You should ensure that you
tell HMRCus about all such income and that it is included on any Self Assessment tax
return you complete. If the foreign investment income has been subject to foreign tax in
the place it was generated, you will normally receive a deductioncredit against your
UK tax liability. We would expect you to be able to produce documentary evidence of
such foreign tax if we were to ask to see it. We will not repay overseas tax deducted
from a non -UK source-in-the-UK.
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You can find more

information about the Non-

resident landlords scheme
on-ourwebsiteLandlords
Scheme at
www.hmrcgov.uk

The address and phone
number of CAR
ResidenecyPersonal Tax
International in
Liverpool can be

found in part 3213
Contacting HMRC.

Page-68
10-12:2-10.12.2 Liability on the remittance basis

If you use the remittance basis you are liable to UK tax on all of your investment
income from UK sources but any foreign investment income will only be taxed in
the UK if they-areit is remitted here.

When using the remittance basis, certain types of investment income from

sources outside the UK is often referred to as “relevant foreign income: — see
12.18.

%

The table at 10.15 shows UK tax liability you have on investment income. The
guidance at 10.14 tells you about UK tax liability on foreign investment income when
you become resident in the UK part -way through a tax year.

10-13-10.13 Investment treomeincome — whenrWhen you are not resident
in the UK

Although you are not resident in the UK you will still be liable to pay UK tax on
investment income from UK sources, although there is a restriction on your tax
liability for investment income. This restriction is not available for any tax year in
which split-year treatment applies — see 10.14. You might also be able to receive tax
relief under the terms of a double taxation agreement, if one applies.

Youwill not be liable to pay UK tax on any investment income from sources

outside the UK.

The table at 10.15 shows UK tax liability you have on investment income. The
guidance at 10.14 tells you about UK tax liability on foreign investment income when
you become resident in the UK part -way through a tax year.

10.13.1 Income from property in the UK

If you have profits from letting property situated in the UK, they are liable to tax in
the UK, even if you are not resident here. Fhis—typeRetention of tax from UK
property income is dealt with by—H-M-R-C—under the Non-resident
lendlords—sehemelandlords Scheme. If your usual place of abode is
outside the UK and: = you receive rental income direct from the tenant, the
tenant must first deduct tax at the basic rate and pay it to HM-Revenue-&
CustemsHMRC, or

= a letting agent collects the rental income for you, the letting agent must deduct
tax at the basic rate from the income received, less any allowable expenses
paid on your behalf.

Credit for any tax deducted in this way will be given against your UK income
taxlncome Tax liability when you complete a Self Assessment tax retum.

You can apply to CAR ResigeneyPersonal Tax Intemational in Liverpool for approval to have your
property income paid without tax being deducted. You can only apply for this approval if you
undertake to comply with all your UK tax obligations and: = your UK tax affairs are up to date,
or = you have never had any UK tax obligations, or = you do not expect to be liable
to UK income tax.
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FOTRA stands for ‘Free
of Tax to Residents
Abroad-. Interest paid on
FOTRASFOTRA
securities is paid without
UK tax deducted and if
you are liable to UK tax
and receive interest from
a FOTRA security you
must tell HMRCus and
make sure that the
interest

you receive is included
on any Self Assessment
tax return you complete.

To receive your interest

without UK tax being
deducted::

e Askask your bank,
building  society or

deposit taker for a
declaration —
form R185-105
- Givegive the

completed
declaration to your
bank, building
society or deposit
taker:
Declarationsdeclaratio
ns will only have effect
from the date it is
received by your bank,
building society or
deposit taker

they cannot
be baek-
dated-backdate
d

- Hif the account is a

joint account you can
only complete a

declaration if all of the people who are beneficially entitled to the interest are not resident or not
ordinarily resident.

More details on Double
Taxation Agreements
can be found in part 9 of this guidance.

More details on the Remittance Basis can be found in part 5 of this guidance.
An exception to the rule of UK ineemelncome being chargeable is FOTRA — see 10.13.2.

10.13.2 UK Government Seecuritiessecurities

If you are not resident-in-the-UK-or-are-residentin-the- Uibut-net-ordinarily
resident kere;in the UK you will not pay UK tax on the interest that
arises on UK Government “FOTRA?®Y securities unless the
interest received forms part of the profits of a trade or
business which is carried enout in the UK. UK tax will also
be charged in cases where laws to prevent tax avoidance
provide that the income is to be treated as belonging to
another person.

If you hold securities with a nominal value of more than £5,000 during a tax year in
which you are resident in the UK at any time, special tax provisions (the “‘accrued
income scheme”’) will apply when the securities are transferred. You will be charged
UK ineome-taxIncome Tax on the interest that has built up (*‘accrued”’) over the
period you owned the securities following the last interest payment, even if you were
not resident in the UK for part of that period.

10.13.3 Interest from building societies and banks

Most banks, building societies and other deposit takers in the UK deduct UK tax
from interest they pay or credit to your account. If you are not ordinarily resident in
the UK-or-areresident-but-net-ordinarHy-resident-here, you mightmay be able to
arrange to have your interest paid without such tax bemg deducted—Yeu-should

; ’ : . Whether you
can do this WI|| depend on the terms and conditions of the account and whether or
not your bank, building society or deposit taker offers this facility. Where this
faeilityit is available on an account you complete a “‘not ordinarily resident”
declaration for the bank, building society or deposit taker (not HMRC) which
states that you want your interest to be paid or credited without tax being
deducted.

If you (or, in the case of joint accounts, any of the people who are beneficially
entitled to the interest) become resident or ordinarily resident in the UK, you must
tell your bank, building society or deposit taker right away so they can start to
deduct tax from the interest paid.

10-14-10.14 Investment income when you come to or leave the UK part
-way through a tax year

10-14-1-10.14.1 When you become resident in the UK

When you come to the UK during a tax year and are resident from the date of
your arrival, you are liable to UK tax on your UK
investment income for the whole of the tax year, subject to
the terms of any DTA which might apply to you.

Youwill not be liable to UK tax on foreign investment income arising before the date of your arrival
under extra -statutory concession Al1l. From the date of your arrival in the UK you
will be liable to UK tax on your foreign investment income, subject to whether you use
the remittance basis of taxation in the year of your arrival-aneinsubseguentyears.
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An exception to the rule
of UK income being
chargeable is FOTRA —
see 10.13.2

10.14.2 When you stop being resident in the UK

When you leave the UK during a tax year and become non-resident here on the day
after your departure, you will be liable to UK tax on your UK investment income for
the whole of the year.

Inthe tax-yearofyour-departure;If you meet the requirements of extra-statutory
concession A1l you will not be liable to UK tax on your foreign investment income

following the date of your departure-underextra-statutory-cencession-Atl.. Up to

the date of your departure from the UK you will be liable to UK tax on your foreign

investment income, subject to whether you use the remittance basis in the tax year of
your departure.

10.14.3 When you do not use the remittance basis
f you do not use the remittance basis in the year of departure you will, where you are

entitled to apply extra-statutory concession Al1l, be liable to UK tax on your foreign
investment income which arose when-you-wereresident-in-the- UK-underextra
statutory-coneession-Atl-before your departure from the UK.

10.14.4 When you use the remittance basis

If you use the remittance basis in the year of departure you will, where you are

entitled to apply extra-statutory concession Al1l, be liable to UK tax on your
foreign investment income which you remitted to the UK before you-departed

under-extra-statutory-concession-All.your departure.
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age7210.15 How Havestmenttncomeinvestment income is taxed in the UK
Your UK

Derniiciled Your UK Arising Basis | Investment treormeincome UK
omicile residence (AB) or Government
status status Remittance 'FOTRA!
Ba§|s (RB) From a UK From a securities
claimed
source non
-UK source?®
Domiciled 1 Resident AB Liable Liable Not
within UK and applicable?
inaril
linaril
2 Resident 2(a) AB Liable* Liable Not liable
and Net
inaril
Restdentn 5 pg Liable* Liable on Not liable
ot .
N remittance
ordinarily
3 Not AB* Liable Not liable Not liable
Resident
Domiciled 4 Resident 4(a) AB Liable Liable Not
outside UK and applicable?
.
ordinarily . g Liable Liable on Liable
Besidentir .
) = remittance
esident
5 Resident 5(a) AB Liable* Liable Not liable
and Net
inaril
o 5(b) RB Liable* Liable on Not liable
ot .
N remittance
ordinarily
6 Not AB' Liable Not liable Not liable
Resident
Notes

Use of this table is subject to any different treatment provided for under the terms of the relevant

article in a Double Taxation Agreement — part 9 provides information about possible relief under a

1 For individuals not resident in the UK, the arising basis is limited to liability on unearned income
arising in the UK.

2 UK Government 'FOTRA' securities are only for those people who are not resident or are not ordinarily
resident in the UK. If you are resident and ordinarily resident in the UK you will be liable to UK tax on
interest from FOTRAs, even when you are domiciled outside of the UK.

3 Certain types of investment income from a non -UK source is also known as 'relevant foreign income".

Page 72
4 If you are not ordinarily resident in the UK you may apply to receive interest from a bank or
building society without tax deducted by completing form R105 (see 10.13.3).
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The terms ‘resident* and
‘ordinarily resident’

do not have the same
meaning for NICs as they
do for tax and so the tax
rules on residence and
ordinarily residence set

out in parts 2 and 3 of this
guidance are not relevant

to NICs.

Leaflet NI38 Social
Security abroad gives
guidance on the rules on
residence and ordinarily
residence which apply
for National Insurance
purposes. You can

find this-leaflet-en-our
website at
www.hmrc.gov.uk/pdfs
/ nico/ni38.pdf

The Member States of
the European Union are
listed rat 11.2.

11 National Insurance contributions

11— Natienral-Hasuranee-contributionsMost people who work in the UK
pay National Insurance contributions (NICs) in addition to paying tax. There are
six classes of contributions, some of which count towards certain social security
benefits.

When you leave the UK you might still have to continue paying UK NICs and when
you come to live in the UK, you might have to start paying them.

What NICs you pay will depend on whether: = you are going to or coming from ara

European Economic Area (EEA) country (including Switzerland), or
= you are going to or coming from a country with which the UK has a bilateral
Social Security Agreement, or

= you are going to or coming from another foreign country which is not within the
EEA (including Switzerland) and which does not have a bilateral Social Security
Agreement with the UK.

11-1-11.1 FEuropean Economic Area (EEA) Geuntriescountries

The EEA countries are the Member States of the European Union and Iceland,
Liechtenstein and Norway.

Switzerland is not a member of the EEA but there is an agreement between
Switzerland and the EU which means that the EU rules on National Insurance and
Social Security also largely cover Switzerland.

11-2-11.2 European Union (EU) Geuntriescountries

At April 26092010, as well as the UK (including Gibraltar as the UK applies the EC
Regulations to Gibraltar as though it is another EEA country, and other EEA
countries treat Gibraltar as though it is part of the UK), the Member States of the
European Union are:

Austria Greece Poland

Belgium Hungary Portugal

Bulgaria Ireland Republic of Cyprus
Czech Republic Italy Romania
Denmark Latvia Slovakia

Estonia Lithuania Slovenia

Finland Luxembourg Spain

France Malta Sweden
Germany Netherlands
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The EEA countries are
listed in 11.1.

A-The European

0845 606-2030.The
address and phone

number of GAR
ResideneyNICO

International

Caseworker in post

prage73113-11.3 Countries with bilateral Social Security
Agreements in force with the UK

At April 2609,2010, the following countries have bilateral Social Security
Agreements in force with the UK which cover NICs. Some of these agreements
include the Isle of Man, Guernsey and Jersey as part of the UK. Where that is the
case, the benefits and obligations of the agreement will also apply to those
countries:

Barbados Korea®

Bermuda Mauritius

Canada (excluding Quebec)® New Zealand

Isle of Man Philippines

Israel Turkey

Jamaica USA

Japan® The Republics of the former Yugoslavia*
Jersey/Guernsey

1 The Republics of former Yugoslavia — This and references to 'The Republic' means the
Republics of Bosnia-Herzegovina, Croatia, Kosovo, the former Yugoslav Republic of Macedonia,
Montenegro and Serbia. Slovenia is a Member State of the EU and is treated in line with other EEA
countries.

2 The Double Contributions Convention (DCC) with the Republic of Korea and Japan only cover
social security contribution liabilityFhe-BCC-with-Canada-alse-covers-benefits:

11:4-11.4 If you are going abroad

offices Newcastle can be found in part 4213
Contacting HMRC.

11.4.1 Going abroad to an EEA country

If you are going to another EEA country, the European Community Social Security
Regulations apply. The general rule is that you will be subject to the social security
legislation of the country in which you work but there are some exceptions.

Exceptions when going abroad to an EEA country

If youryou are an EEA national and a UK employer sends you to work in another
EEA country for a period not expected to be more than 1224 months at the outset,
you and your UK employer will usually continue to pay UK NICs as if you were still
in the UK. Your employer will need to apply on your behalf to CAR-Resideney
NeweastleNICO International Caseworker for form E284-Al. This form confirms
that you will continue to pay UK NICs while working in the other country and will
ensure that you are not required to contribute to the other country's social security
scheme.

Similar rules exist for employees who are not EEA nationals but who are legally
resident in the UK. Where you are sent to work in another EEA country for a period

not expected to be more than 12 months at the outset, you and your employer will
usually continue to pay NICs as if you were in the UK.
YYour employer will need to apply on your behalf to NICO Intermational Caseworker for form E101. If

.ﬂ-E . .
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The European Health
Insurance Card (EHIC)

provides for healthcare
cover abroad for you and
any family members who
accompany you for the

period of your
employment in the other

country. You can apply
online at
www.ehic.org.uk

or by phone on
0845 606 2030.

Application forms are
also available at UK

The address and phone number of NICO International Caseworker in Newcastle can be found in part
13

Contacting HMRC.

Similar rules apply if you are self-employed. You must ebtain-forms-E101and-ELO2
from-CAR Residencycontact NICO International Caseworker Newcastle and also
ensure that you obtain EHICs to provide healthcare cover for yourself and any of
your family who accompany you for the period of self-employment in the other
country.

There are different rules if you belong to one of the following groups: < those who
work in more than one country « seafarers (mariners) « transport workers « civil
servants = members of the staff of diplomatic or consular posts « those who work for
a member of the staff of a diplomatic or consular post

< members of the staff of the European CemmunitiesUnion « members of Her
Majesty-’s forces < civilians who work for Her Majesty*’s forces in Germany, or for
an organisation like NAAFI which serves Her Majesty-’s forces.

In many of these cases, you may continue to pay UK NICs.

If you work in another EEA country in any other circumstances (for example, for
a foreign employer) or you intend to remain abroad indefinitely, you will probably
have to pay social security contributions to the other country-’s scheme. If so, you
will not be required to pay UK NICs. But it might be possible for you to pay UK
voluntary NICs to protect your basic UK pension rights.
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can-be-found-inpart
12 Contacting HMRG.
The countries with
which the UK has a
bilateral Social
Security Agreement

covering NICs are
listed at 11.3.

11.4.2 Going abroad to a country which has a bilateral agreement
covering NICs with the UK

If you are going to a country with which the UK has a bilateral Social Security
Agreement covering NICs, the position will depend on the terms of the particular
agreement. The general rule is that you will be subject to the

social security legislation of the country in which you work but there are some
exceptions.

Exceptions when going abroad to a country which has a
bilateral agreement covering NICs with the UK

If your employer sends you to a country with which the UK has an agreement, you
may be required to continue paying UK NICs as if you were still in the UK. How long
you continue to pay UK NICs will depend on the particular agreement. Your
employer will need to apply on your behalf to CAR-ResideneyNICO International
Caseworker Newcastle for a certificate confirming that UK NICs continue to be paid
while you are working in the other country. This will

ensure that you are not required to contribute to the other country*’s social

security scheme.

Unlike the EEA, there is no general provision for healthcare in most bilateral
agreements. You or your employer should consider your healthcare provisions
while working in such countries.

Some agreements include provisions which may allow you to continue paying UK
NICs for longer than the normal period under the agreement.

If you are self-employed, not all agreements will cover you. In the case of those that
do, similar rules apply as for those in employment.

Certain agreements contain special rules for particular groups, such as civil
servants, mariners or transport workers.
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The EEA countries are
listed at 11.1.

If you work in a country with which the UK has an agreement in any other
circumstances, for example, for a foreign employer, or you intend to remain abroad
indefinitely, you will probably have to pay social security contributions to the other
country*’s scheme. If so, you will not be required to pay UK NICs. But it might be
possible for you to pay UK voluntary NICs to protect your UK basic pension rights.

11.4.3 Going abroad to another country which is not within the EEA
and does not have a bilateral agreement covering NICs with
the UK

If you are going to a country which is not within the EEA and does not have a
bilateral Social Security Agreement with the UK, the position will depend on the
domestic rules there.

If your UK employer sends you to work in a country outside the EEA and not
covered by a bilateral agreement, you will be required to continue paying UK NICs
for the first 52 weeks of employment in the other country where all of the following
conditions apply: = your employer has a place of business in the UK, and = you are
ordinarily resident in the UK, and = you were resident in the UK immediately
before starting the work abroad. No certificate is required to confirm that you

continue to pay UK NICs.
Some countries will require you, in addition to your UK NICs, to contribute to

their social security scheme. After 52 weeks you are not required to continue
paying UK NICs, but you may pay voluntary NICs to protect your UK basic
pension rights.

Should you decide not to pay voluntary UK NICs, your National Insurance
record will still be protected for certain social security benefits (but not
retirement pension or widow"’s benefit) on your return to the UK.

11:5-11.5 If you are arriving in the UK from abroad

If you arrive here from abroad and take up employment with a UK employer or take
up self-employment, you will generally be required to pay UK NICs but there are
some exceptions to this rule.

11.5.1 Arriving in the UK from an EEA Ceuntrycountry

If you are an EU national and an employer in another EEAEU country sends you to
work in the UK for up to 4224 months-(lenger-in-special-cases}, you may be able to
continue paying social security contributions_in the other country, rather than in the
UK. If form E204isAl has been issued by the foreign social security institution,
confirming that you continue to contribute to the foreign scheme, you will not have
topay UK NICs. Similar rules exist for nationals of Iceland,
Liechtenstein, Norway and Switzerland and non-EEA nationals
residing in an EEA country who are sent to the UK to work for a
period not expected to exceed 12 months and who have a form E101

issued by the foreign social security institution confirming that you are continuing to
contribute to the foreign scheme.

There are similar provisions for self-employed people who are working
temporarily in the UK.
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The countries with which
the UK has a bilateral
Social Security Agreement
covering NICs are listed at
11.3.

11.5.2 Arriving in the UK from a country with a bilateral agreement

If you are sent to work temporarily in the UK by an employer in a country with
which the UK has a bilateral Social Security Agreement covering NICs, you may
be able to continue paying foreign social security contributions. If a certificate is
issued by the foreign social security institution, confirming that you continue to
contribute to the foreign scheme, you will not have to pay UK NICs.

11.5.3 Arriving in the UK from another country which is not within
the EEA and does not have a bilateral agreement covering
NICs with the UK

If you are sentto-w ary
suiside-the-EEANOL covered bv the special rules for oeople coming from the EEA or
Switzerland, and not covered by a bilateral Social Security Agreement, the-generalrule

is-thatyou may be exempt from National Insurance for up to 52 weeks, providing you
meet all of the following criteria: = you are not ordinarily resident in the UK, and -

you normally work outside the UK for a foreign employer, and = you are sent to work
in the UK for a time by that foreign employer, and « when in the UK you work for

that employer.

Under this rule neither you nor your employer has to pay UK NICs for the first 52
weeks of your employment in the UK. NICs are payable from the 53rd week. If you
do not meet these criteria you will be liable to pay NICs from the outset of your
employment in the UK.

If the foreign employer does not have a place of business in the UK and your
employer makes you available to work in another business in the UK, NICs are due

from thethat UK “‘host*’ employer.
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reez12 GlOSSAry

Glossary of some of the terms we use

The following are simple explanations of some of the terms used in this guidance.
These will help you understand some basic concepts. In many cases they are
supported with more detailed information elsewhere in the guidance. They are set
out alphabetically.

12.1 Abroad/foreign
Details on bilateral Social In this guidance abroad and foreign refer to any country outside the UK (see 12.24).

Security Agreements can The Channel Islands and the Isle of Man are abroad (except in the limited context of
be found at part 11 of certain bilateral Social Security Agreements). If you have bank accounts or

this guidance. investments in the Channel Islands or the Isle of Man they are foreign or abroad from
the UK (often referred to as offshore). If you are resident, domiciled and ordinarily

resident in the UK, vou will still be liable to UK tax on any interest you receive from
such accounts and investments.

12.2 Accrue

Accrue is a term used when talking about capital gains (see 12.4). A gain ‘accrues’ on
an asset when its increase in value during the period you have owned it is realised for
Capital Gains Tax purposes. You can realise the value of an asset in a number of ways

for Capital Gains Tax purposes. For example, by selling, exchanging or giving an
asset away.

12.3 Arising basis
A person who is resident in the UK is normally taxed on the arising basis. This means

that they will pay UK tax on all of their income as it arises and on their gains as they
accrue, wherever that income and those gains are in the world.

When you are taxed on foreign income and/or gains on the arising basis you might

An alternative basis of find that your foreign income/qgains have already been taxed in the country in which
taxation for some people they are located. That does not mean that they are not taxable in the UK. You must

with foreign income

and/or gains is called still declare all of your foreign income and gains. In many cases, relief is given in the
‘the remittance basis’ UK for foreign tax paid on foreign income and gains under the provisions of the

and you can find details relevant Double Taxation Agreements (see 12.6) or via unilateral relief. Even if no

of this at 12.20. UK tax is payable because it is covered completely by the foreign tax you have paid

you can only claim relief under a Double Taxation Agreement by completing a Self
Assessment tax return.
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You can find more
information about capital
gains and Capital Gains Tax at
wwwhmregovuk

For information about

losses on overseas gains
see 5.6.

If you do have foreign

income and/or gains
more information about

domicile can be found at
part 4 of this guidance.
For details on how
domicile might affect
your Inheritance Tax

position see the booklet
Customer Guide to

Inheritance Tax.

124 Capital Gains and Capital Gains Tax

Capital Gains Tax is a tax on the profit — ‘gain’ — you make when you dispose of
assets. In the context of capital gains, ‘dispose of> means sell, exchange or give
away, and it also includes part-disposals and some other events involving assets
which the law says shall be treated as disposals. You don’t pay Capital Gains Tax on

some assets, for example personal possessions worth £6,000 or less, or in most
cases, your main home.

You usually have to work out if there is any Capital Gains Tax to pay if you: = sell, give away,
exchange, or cease to own — ‘dispose of” —all or part of an asset < receive a capital
sum, such as an insurance payout for a damaged, lost or destroyed asset.

Common items that attract Capital Gains Tax when they are disposed of

include: « 1and < buildings, for example a second home < personal
possessions such as a painting or jewellery worth more than £6,000

shares or securities = business assets, for example business premises or
goodwill = foreign currency which you bring to the UK to spend e foreign

currency which you dispose of to acquire other assets.

You don’t have to pay Capital Gains Tax when you sell personal belongings worth £6,000 or less, your

car—and in most cases—your main home. Other things that you don’t have to pay Capital Gains Taxon
include: = ISAs or PEPs « UK government gilts = betting, lottery or pools winnings

« money which forms part of your income for Income Tax purposes, for example

from property trading  gifts to charities = foreign currency acquired for personal
use outside the UK.

There is a tax-free allowance called the Annual Exempt Amount (the tax-free
allowance) for Capital Gains Tax. For the tax year 200910 this was £10,100 for
every individual. Many people using the remittance basis will not be able to claim
this Annual Exempt Amount because of the rules for using the remittance basis (see

part 5 of this guidance).

12.5 Domicile

Your domicile is where you have your permanent home. Domicile is a general law concept: it is not defined

intax law. Your domicile is distinct from your nationality and from your place of residence. You can be
resident in the UK but have a domicile somewhere else.

‘Your domicile status matters for Income Tax and Capital Gains Tax purposes if you have income and/or
capital gains outside the UK. It is also relevant for Inheritance Tax purposes.
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More information on
Double Taxation
Agreements can be
found in part 9 of this
guidance.

More information on
dual residence and on
Double Taxation
Agreements can be
found in part 9 of
this guidance.

For information about
investment income —
see 12.11.

More information on
earned income and how
it is taxed in the UK can
be found in part 10 of
this guidance.

12.6 Double Taxation Agreements (DTAS)

The UK has Double Taxation Agreements (DTAS) with many countries around the
world. The main purpose of a DTA is to prevent you having to pay tax in two
countries on the same source of income. When you are resident in the UK and in a
country with which the UK has a DTA, that DTA will provide: = special rules for
determining which of the countries is regarded as your country of residence for the
purposes of the agreement (often referred to as ‘treaty residence’, and

« details of any exemptions and reliefs from UK tax and tax in the other
country granted under the agreement to residents of that other country.

The content of each DTA is different as it has been agreed between the UK and the
individual country in question. You should always ensure that the DTA you look at is
the one dealing with the correct country.

Where a DTA exists between the UK and another country, it will usually have the
effect of reducing the amount of foreign tax you have to pay. To benefit from the

terms of a DTA you must make a claim or application under the terms of the
agreement.

12.7 Dual resident
Other countries have their own rules about residence. It is possible to be resident (or

ordinarily resident) in the UK and resident (and/or ordinarily resident) in another

country under that country’s rules. This means that you are dual resident (or dual

ordinarily resident).

In many cases when you are dual resident there will be a Double Taxation
Agreement (DTA) (see 12.6) between the UK and the other country. The DTA will

cover, among other things, the rules for determining in which country you are
resident for the purposes of the treaty and what tax you are due to pay where. The
DTA will provide other information which might affect you — for example, what UK
tax allowances you can receive.

12.8 Earned income

Earned income is any income which is paid to you for something you have done
— work you have carried out. It also includes pensions from funds to which you

contributed when you were in employment.

Although this list is not exhaustive, earned income includes: « a salary, wage and any
bonuses from an employment — for example, your daily, weekly or monthly payment

from an employer or from employers if you have more than one employment
= any payments you receive as a director or office holder = any pensions including
state pensions = income from any trade, profession or vocation — for example your

earnings from a business or payments you receive for something you have produced
such as a piece of writing or a painting = benefits in kind provided by reason of an

employment. Dividend income is not earned income.

12.9 Foreign
Foreign means something from outside the UK — see Abroad (12.1).
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Taxable income includes:

= earnings from
employment (including
benefits in kind which
you receive from
your employer)

= earnings from
self-employment

* most pensions income
(state, company and
personal pensions)

» rental income

 income paid to you
from a trust

«_interest paid to you
(by a bank, building
society etc.)

= income you receive
from share based
options.

Non-taxable income

includes:

= certain benefits

= income from tax
exempt accounts
for example ISAs

= Working Tax Credit
(WTC)

* Premium Bond wins.

For information about

earned income —see 12.8.

More information on
investment income and
how it is taxed in the UK
can be found in part 10
of this guidance.

More information on
National Insurance
contributions can be
found in part 11 of
this guidance.

12.10 Income Tax

UK Income Tax is a tax on your income. Not all income is taxable and you are taxed
only on your taxable income above a certain level. There are reliefs and allowances
that may reduce your Income Tax bill —and in some cases determine that you have no
tax to pay (see 12.17).

We collect Income Tax in different ways depending on the type of income you have and whether
you are employed, self-employed or not working. These include: « PAYE (Pay As You

Earn) = Self Assessment « tax deducted ‘at source’ where tax is deducted from
some bank/building society interest before the interest is paid to you ¢ one-off
payments.

If you are an employee, your employer will deduct tax from your earnings through
PAYE. If you are self-employed, you will be responsible for filling in a Self

Assessment tax return and Qaging your own tax.

You could also be liable to Income Tax if you are a trustee. Guidance on trustees can be found in the
Trusts, Settlements and Estates Manual at www.hmrc.gov.uk

The rates of Income Tax may change from one tax year to another. For more
information on the current and previous years’ rates of Income Tax and

more information about taxable and non-taxable UK benefits, go to
www.hmrc.gov.uk

12.11 Investment income

Investment income is any income that is not a pension and has not been earned by you

as an employee, by carrying out your profession or from running your own business.
In most cases investment income arises from investments you have made.

Although this list is not exhaustive, income from savings and investments

includes: « interest from bank and building society accounts = dividends on
shares = interest on stocks = rental income which is received by you and is not

part of the profits of a business which you run.

12.12 National Insurance contributions (NICs)
Most people (between 16 and 65) who work in the UK pay National Insurance

contributions. There are six classes of contributions, some of which count towards
certain social security benefits. You may be exempt from NICs if you continue paying

social security in your home country and are covered by a Certificate of Coverage
from that country.

All people who work in the UK and pay NICs need to have a National Insurance
number (NINO) which is a unigue number allocated to you so that a record of your

National Insurance contributions can be kept and any benefits you are entitled to can
be calculated. NINOs are also used to uniquely identify you in the tax system.

The terms resident and ordinarily resident have different meanings for NICs than

for tax. The leaflet NI38 Social Security abroad gives guidance on the rules that

apply for National Insurance purposes.
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More information on

being resident in the UK
can be found in part 2 of
this guidance.

Ordinary residence has
particular importance
when people come to or
depart from the UK.
Guidance on these
matters is given in
parts 6 and 7.

Your not ordinarily
resident status might

affect how you are taxed
in the UK on income

from outside the UK.

If you have foreign
income, more
information about
ordinary residence can
be found at part 3 of
this guidance.

More information about

ordinary residence can
be found in part 3
domicile in part 4 and
double taxation in part 9
of this guidance.

12.13 Non-resident

If you do not meet the criteria to be resident in the UK you will be non-resident. If you

are not resident in the UK you might not have to pay UK tax on some of your income
and gains. You can find more detailed information in part 10.

If your normal home is outside the UK, and you are in the UK for fewer than 183 days

in the tax year, you might be non-resident. But you might still be resident even if you
spend fewer than 183 days in a tax year in the UK (see 12.23). Being resident in the UK

is not simply a question of the number of days you spend in the country.

12.14 Offshore/overseas

The terms offshore and overseas refer to anywhere outside the UK. (UK is
explained at 12.24.) In this context offshore and overseas mean the same as
abroad (12.1) or foreign (12.9). You might see references to offshore bank
accounts and offshore income.

Offshore is sometimes used in a different sense to describe some workers in the oil
and gas exploration and exploitation industries. In this usage it is possible to be
working offshore from the UK but still be working in the UK for employment
income purposes. This would be the case when a person works in the oil or gas
industry outside UK territorial waters, but within any UK designated area of the

continental shelf (12.25).

12.15 Ordinarily resident/ordinary residence

Ordinary residence is different from residence. It is not defined in tax law and our
guidance is based on cases heard by the Courts. If you are resident in the UK year
after year, this would indicate that you ‘normally’ live here and you are therefore
ordinarily resident here.

If you are resident here your ordinary residence position in the UK generally matters
only if you have income from outside the UK. Income from outside the UK can
include earnings for duties performed outside the UK.

Resident and not ordinarily resident

You can be resident in the UK but not ordinarily resident here. VWhen we tallkk about someone being ‘not
ordinarily residentin the UK” we mean that although they are resident in the UK for a particular tax year,
they nomally live somewhere else. For example, if you are resident inthe UK ina tax year because you
have been in the country for more than 183 days but you normally live outside the
UK, it is likely that you are not ordinarily resident.

12.16 Permanent home

Permanent home is a concept considered in deciding domicile status. It does not refer
to one particular property. Generally, your permanent home is the country or state
where you live, or have lived, and where you intend to remain, or to return to
permanently.

Permanent home has a different meaning in relation to ordinary residence and Double

Taxation Agreements.
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You can find out more about

the rates of UK personal tax
allowances and tax rates at

wwwhmrcgovuk

More detailed
information on

personal tax allowances
can be found at part 6 of
this guidance.

More detailed information
on types of income
including income from
employment and relevant
foreign income can be
found at part 10

of this guidance.

An explanation of the
remittance basis is
provided at 12.20 and
more detailed

information can be found

at part 5 of this guidance.

A close company
includes a foreign
company which would

be a close company if it
were resident in the UK.

12.17 Personal tax allowances

In the UK, personal tax allowances are the amounts of income which you can earn
during a tax year before paying Income Tax (see 12.10). These include the basic
Personal Allowance, Age Related Allowances, Blind Person’s Allowance and tax

relief for certain life assurance premiums. You may also be entitled to claim Married
Couple’s Allowance if either you or your spouse or civil partner were born before 6

April 1935. Married Couple’s Allowance reduces the amount of income tax you
have to pay.
There is also a tax-free allowance for capital gains (see 12.4) which is called the

Annual Exempt Amount (AEA).

If you are an employee, many of your personal tax allowances are given in the PAYE
system through the tax code operated on your earnings by your employer. There
are forms which your employer should ask you to complete which help us provide
you with the correct allowances in your code. If you think that you are not receiving
the correct allowances in your tax code you can contact the office which deals with
your PAYE.

If you are self-employed you will claim your personal tax allowances by
completing a Self Assessment tax return.

You might not be entitled to receive personal allowances during a tax year if you have foreign income
and/or capital gains and you are claiming the remittance basis of taxation (see 12.20).

1218 Relevant foreign income

Relevant foreign income is income from a source outside the UK which is not income
from your employment.

Although this list is not exhaustive, relevant foreign income will include: = dividends
from foreign companies = the profits of a foreign property business (rental income)

the profits of a trade, profession or vocation which is carried out wholly outside the UK

e pensions and annuities = interest e royalties.

Relevant foreign income has particular importance for people who use the
remittance basis.

12.19 Relevant person

A relevant person is someone who is connected to you in a specific way. It is relevant

only for people who use the remittance basis and when considering the remittance of
foreign income and/or gains to the UK.

Relevant persons include: = your spouse or civil partner = a cohabitee, that is a
person with whom you live as a spouse or civil partner
= your minor children or minor grandchildren who are under 18 years of age « your

spouse’s or civil partner’s or cohabitee’s minor children or minor grandchildren
who are under 18 years of age » trustees, when you or another relevant person is a
beneficiary of the trust = close companies when you or another relevant person are
participators in the close company, for example as shareholders =« company which
is a 51% subsidiary of such a close company.

More information on the remittance basis, how to claim it and what happens if you choose to claim it
can be found at part 5 of this guidance.
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12.20 Remittance basis

The remittance basis is an alternative to the ‘arising’ basis of taxation which is

explained at 12.3. You can use the remittance basis of taxation only if you are
resident in the UK during a tax year and: = not ordinarily resident in the UK, or

» not domiciled in the UK.

It is relevant only if you have foreign income and/or gains during a tax year in which
you are resident in the UK.

When you use the remittance basis you will pay UK tax on your UK-source income
and gains as they arise or accrue. But you have to account for UK tax on foreign
income and/or gains only when you bring (remit) them into the UK.

If you are resident but not domiciled in the UK, you can use the remittance
basis for both foreign income and foreign capital gains.

If vou are resident and domiciled in the UK but are not ordinarily resident, you
can only use the remittance basis for foreign income. The remittance basis does not
apply to your foreign capital gains which will be taxed on the arising basis.

If you have been resident

in the UK for no more than  EveNif you are eligible to use the remittance basis, it does not mean that you

six of the last nine tax have to use it. You might decide instead to pay UK tax on your worldwide
years; you have no incom n ins if ren miciled in the UK) on the arisin is an
UK income or gains and do laim relief from UK tax for foreign tax th have also h 12.

not remit any income or . :
You may choose to do this rather than lose your personal allowances (see 12.17) as

gains from overseas in a ; - . .
tax year you can also use your tax bill could be higher on the remittance basis.

the remittance basis If you decide to use the remittance basis, the impact of these special rules will
without making a claim. .
depend on your personal circumstances.
If you have less than £2,000 unremitted foreign income and/or gains which arise or
accrue in the relevant tax year you can use the remittance basis without making a
claim (see 5.5.1).

If you have £2,000 or more unremitted foreign income and/or gains arising/accruing
in the relevant tax year and you want to use the remittance basis you must make a

claim for that year. Your claim must be made by completing the relevant boxes of a
Self Assessment tax return (see 5.5.2). When you make the claim you will lose your

entitlement to UK personal tax allowances and the Annual Exempt Amount for
Capital Gains Tax (see 12.17).

Depending on your age and how long you have been resident in the UK you might
also be required to pay the Remittance Basis Charge (see 12.21).

If you have used the remittance basis in previous years and have remitted any
income and gains in the current year and/or if you are planning to use the
remittance basis this year, we would strongly advise you to look at the additional
guidance provided in the Residence, Domicile and Remittances Manual on our
website which provides further details.

Further information about the Remittance Basis Charge can be found in part 5 of
this guidance.
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More information on
remitted income and
gains and on the
remittance basis can be
found in part 5 of this
guidance. An explanation

of a relevant person is
also found at 12.19.

More information about
UK residence can be
found in part 2 of this
guidance.

More information
relevant to people when
they first arrive in or when
they leave the UK can be
found in 2.4 of this
guidance.

12.21 Remittance Basis Charge (RBC)

If you choose to claim the remittance basis and, at any time in the year of the claim,
you are aged 18 or over and have been UK resident in at least seven of the previous

nine tax years, you will have to pay the Remittance Basis Charge (RBC) when you

have £2,000 or more unremitted foreign income and/or gains arising/accruing in
the tax year.

The RBC is an annual charge of £30,000 and is tax on your unremitted foreign
income and/or gains. The RBC is paid through the Self Assessment system.

If you pay the RBC you will still have to pay UK tax on: = your UK income and gains
(and foreign gains if you are domiciled in the UK but are not ordinarily resident) <
any foreign income and gains which you remit to the UK.

12.22 Remitted income and gains

This term is relevant only if you are a UK resident using the remittance basis (see
12.20). When you have income and gains outside the UK we refer to them as foreign
income and gains. If you are taxed on the arising basis (see 12.3) you will pay UK tax
on all of your foreign income and gains, wherever they are in the world. But, if you are
using the remittance basis, you will pay UK tax only on your foreign income (and
gains if you are not domiciled in the UK) when you or another relevant person brings
them — ‘remits’ them — to the UK. Generally, foreign income and gains are remitted if
they are brought into, received or used in the UK in any way, including in the form of
money or assets which you have purchased from your foreign income or gains.

There are detailed rules which set out what income and gains are remitted,
especially from funds containing a mixture of sources. You will need to study the

guidance carefully to ensure that you have correctly identified what you have
remitted to the UK.

12.23 Resident

The number of days you are present in the country is only one of the factors to take
into account when deciding your residence position.

If you are in the UK for 183 days or more in the tax year, you will always be resident

here. There are no exceptions to this. You count the total number of days you spend in
the UK — it does not matter if you come and go several times during the year or if you

are here for one stay of 183 days or more. If you are here for fewer than 183 days, you
might still be resident for the year.

You should always look at the m of your Ii e when deciding whether you are resident in the UK.
Things you should consider would include what connections you have to the UK such as family, property,
business and social connections. Just because you leave the UK to live or work abroad does not necessarily

prove that you are no longer resident here if, for example, you keep connections in the UK such as property,
economic interests, available accommodation and social activities.

For example, if you are someone who comes to the UK on a regular basis and have a
lifestyle pattern connecting you to this country, you are likely to be resident here.
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The tax year 2010-11
runs from 6 April 2010
to 5 April 2011.

For more information on
the remittance basis of
taxation, see part 5 of this
guidance.

12.24 United Kingdom (UK)

The UK comprises England, Wales, Scotland and Northern Ireland, including the
territorial sea (that is, waters within 12 nautical miles of the shore).

UK airspace is also part of the UK.
The Isle of Man and the Channel Islands are not part of the UK.

12.25 UK continental shelf

The UK sector of the continental shelf is made up of those areas of the sea bed and
subsoil beyond the territorial sea over which the UK exercises sovereign rights of
exploration and exploitation of natural resources. The exact limits of the UK

continental shelf are set out in orders made under section 1(7) of the Continental
Shelf Act 1964.

Earnings in respect of duties performed in the UK sector of the continental shelf are
taxed in the same way as those for duties performed in the UK.

12.26 UK tax year

A UK tax vear is not a calendar year. It is the 12 months starting with 6 April in one
year and ending with 5 April the following year.

12.27 Unremittable income

Unremittable income should not be confused with unremitted foreign income and
gains which is relevant only if you use the remittance basis.

Having unremittable income is relevant to your tax affairs only if you use the arising
basis. Unremittable income is foreign income which you are not able to bring into the

UK (‘remit’) because of exchange controls, other Government executive action, or a
shortage of foreign currency in the foreign country. If you have unremittable income
in a tax year, you might be entitled to reliefs in your UK tax assessment as we would
not tax you on income to which you cannot gain access.

12.28 Unremitted foreign income and gains
This term is relevant only if you are a UK resident using the remittance basis of
taxation (see 12.20). It relates to any foreign income (and foreign gains if you are not

domiciled in the UK) which arises (or accrues) during the tax year and which you do

not bring — ‘remit’ — to the UK but remains abroad. The amount of foreign income
and gains that are unremitted at the end of a tax vear is particularly important in

determining how the special remittance basis rules apply to you.
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13 Contacting HMRC

You can find details of your local office in The Phone Book under HM Revenue & Customs and
at www.hmrc.gov.uk under Contact us.

In a number of places in this guidance we refer to matters which are dealt with by
specialist offices of HM Revenue & Customs. These offices and their addresses are

as follows:

Charity, Assets and Residence

the Non-resident

inthe UK)
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Landlord Scheme Charity, Assets and Residence

Complex-Personal Tax Teams-Saughton-House

Broomhouse Drive Edinburgh
SeetlandInternational St Johns House Merton Road
Liverpool England

L75 1BB
Phone From UK.0151 472 6208 0151 472 6209

From abroad_+ 44 151 472 6208 + 44 151

For non-resident entertainers and
sports persons

4726209

Charity, Assets and Residence

(Residency)

; Personal
Tax International Foreign Entertainers Unit St Johns
House Merton Road Liverpool England
L75 1BB

Phone From UK 0151 472 6488
From abroad690_+ 44 151 472 6488

For people seconded into the UK by a
foreign company (incoming expatriates

Charity, Assets and Residence
Personal Tax International

3rd Floor West Trinity Bridge House
2 Dearmans Place

Salford

England
M3 5BG

Phone From UK 0161 261 3398
From abroad + 44 161 261 3398
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Newecastle

For information on UK National Insurance National Insurance Contributions Office

contributions International Caseworker Benton Park
View Newcastle upon Tyne England
NE98 12Z

Phone From UK 0845 915 4811

From abroado_+ 44 191 225
4811

email: via our website at
www.hmrc.gov.uk/cnr/email.htm

Charity;-Assets-and-Residence
Nottingham
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For Merchant-Navymerchant navy seafarers
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Phone From UK
0845 300 3949

00 + 44 161 931 9070
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South Wales Area, Cardiff
(Compliance) Marine Group 15 East-Fy-

%

Glas
Llanishen
Cardiff
Wales CF14
5:FP

:

From abroad

email: via our website at
www.hmrc.gov.uk/cnr/email.htm


http://www.hmrc.gov.uk/cnr/email.htm






http://www.hmrc.gov.uk/cnr/email.htm

These notes are for guidance only and reflect the position at the time of writing. They do not affect anythe right of appeal._Any
subsequent amendments to these notes can be found at www.hmrc.gov.u

k
Customer Information Team

Aprit-2009-©-Crown-Copyright 2009December 2010 © Crown copyright 2010
HMRC 0412/6910

i\ HM Revenue
29 & Customs


http://www.hmrc.gov.uk/

Document comparison by Workshare Professional on 09 January 2011 10:20:44
Input:

Document 1 ID glg(.)/é%}j\?vp\om wp\Data\IR Documents\hmrc6 29 Apr
Description hmrc6 29 Apr 2009

Document 2 ID  [file://C:\wp\hmrc62ndtry.pdf

Description hmrc62ndtry

Rendering set standard

Legend:

Insertion

Deletion

Meoved-from

Moved to

Style change

Format change

Inserted cell
Deleted cell
Moved cell
Split/Merged cell
Padding cell
Statistics:

Count
Insertions 2135
Deletions 1756
Moved from 233
Moved to 233
Style change 0
Format changed 0
Total changes 4357




