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Update

A mixed fund is a bank account or other asset which represents 

a mixture of income, capital gains or non-taxable funds (’clean 

capital’) and / or which relate to different tax years. Statutory 

rules define nine classes of income and capital gains, which are 

very broadly different types of income and capital gains and 

then clean capital of the year. 

There are two rules which apply to transfers from mixed funds. 

The first applies when a remittance is made from a mixed fund, 

which sets out the order in which income, capital gains and 

clean capital are treated as brought to the UK, with amounts 

falling within the first category for the year being treated as 

remitted in priority to the second category and so on. 

Broadly, this would treat income of the tax year as remitted  

in priority to capital gain, and then clean capital. Once those 

current year amounts have been exhausted, the balance of the 

remittance is treated as coming out of the prior tax year with 

each category taken in turn, and so on back in time. 

Income and capital gains that relate to periods prior to  

6 April 2008 are subject to different rules. 

The second rule applies where funds are transferred between 

offshore accounts rather than being remitted. Where this rule 

applies, the transfer is treated as taking a proportionate slice of 

all the types of income, capital gains and clean capital to the 

new account. 

The interaction of these rules is complex and it can be difficult 

to track the movements of funds through several accounts or 

through several purchases and sales of assets so that it is 

potentially time consuming and expensive to determine what  

a remittance is composed of.

Cleansing relief 

For individuals who will no longer be able to claim the remittance 

basis going forward due to the changes to the non-dom regime, 

this could make operating their bank accounts and / or portfolios 

very difficult due to the interaction between their tax income 

and capital gains and their historical remittance basis funds. 

HMRC have given individuals who have claimed the remittance 

basis (whether or not they had paid the remittance basis charge) 

or had the automatic remittance basis available to them as their 

unremitted income and gains were less than £2,000 (i.e. not 

individuals who had been on the remittance basis automatically 

prior to 6 April 2008 or were born in the UK with a UK domicile 

of origin) the ability to cleanse their mixed funds on transfers 

made up to 5 April 2019. This only applies to cash, so other 

assets which represent mixed funds would have to be sold and 

held in cash form to take advantage of this relief. 

The first step in the process is an analysis of the history of a 

bank account to identify the constituent elements of the mixed 

fund and this could be difficult where there are incomplete 

records and / or many transactions over time.

The cleansing takes place by means of a transfer from the mixed 

fund account to new offshore bank accounts, electing for a 

disregard of the offshore transfer rules, and nominating the 

amount that is transferred as being the relevant amounts of 

income, capital gain or clean capital.
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There is no formal nomination process but records must be kept 

of all nominations and the supporting computations to show 

how the amounts of income, capital gains and clean capital 

were arrived at.

Unfortunately, the nomination can only apply to one cleansing 

transfer from bank account A to bank account B so it is important 

that transfers are made in the right order and multiple bank 

accounts may be necessary to receive the transfers. The co-

operation of the client’s offshore banks will be required to open 

new accounts, which can be an onerous process.

It will be possible to cleanse mixed funds where only one 

element of the funds can be identified e.g. a large capital gain 

made in one year, rather than having to identify the composition 

of the whole fund which would be both difficult (if not 

impossible) and cost prohibitive.

There are similar rules where a mixed fund holds income or 

capital gains that arose prior to 6 April 2008, though in this  

case any pre-cleansing offshore transfers out of the account  

are treated as taking income and capital gains in the same 

proportions as in the old bank account. Where it is not possible 

to determine the proportion of income and capital gain, the 

whole transfer will be treated as income. 

This conflicts with the approach normally taken to determining 

the status of payments out of mixed funds prior to 6 April 2008 

and the introduction of the statutory rules. Income was generally 

treated as being transferred out first, and then capital gains and 

capital in proportion.

There are some difficulties with the operation of the relief. In 

particular, over nominating an element of the fund will invalidate 

the whole transfer, and this means that computations have to 

be very accurate – which may not always be possible with the 

information available. It is also not clear how foreign exchange 

gains should treated when cleansing. It may therefore be 

necessary to take a conservative approach when calculating 

nominated amounts to be transferred. 

We are still waiting for the publication of detailed FAQs about 

the operation of these rules, but in the meantime the process  

of preparing for cleansing can be started by reducing assets to 

cash, then preparing mixed fund computations and opening 

bank accounts so that once more detail is available on the 

operation of the rules then transfers can be made. The deadline 

for the expiry of the relief is less than a year away, and although 

that seems a distant prospect, computations can be time 

consuming and the gathering of the relevant information to 

enable the cleansing process to take place may take some time. 

It is better to start now rather than leave this exercise to the last 

minute. If you have any queries about the cleansing process, 

please contact your normal Moore Stephens advisor.

For more information please visit:

www.moorestephens.co.uk
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“ The deadline for the expiry of the relief is 
less than a year away, and although that 
seems a distant prospect, computations 
can be time consuming as the gathering 
of the relevant information to enable 
the cleansing process to take place may 
take some time. It is better to start now 
rather than leave this exercise to the  
last minute.”


