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Update

In the July 2015 Budget the Government announced various 

changes to the taxation of UK resident individuals who are not 

domiciled in the UK (‘non-doms’). The changes announced are 

expected to be legislated for in Finance Bill 2017 and will apply 

from 6 April 2017.

Last year the Government published a consultation document  

on the proposed changes, alongside very limited draft legislation. 

Last week, having considered the responses received, the 

Government published a document which raises some issues  

for further consultation, which can be found here: https://

www.gov.uk/government/consultations/reforms-to-the-

taxation-of-non-domiciles-further-consultation.  

Moore Stephens submitted a response to the initial consultation 

document and will prepare a response to the current 

consultation document. Essentially, the Government is 

proceeding with the provisions originally proposed.

If an individual is born in the UK with a UK domicile of origin, 

they may subsequently acquire a domicile of choice outside the 

UK. As part of the suite of changes announced, it is proposed 

that if such an individual returns to the UK they will be deemed 

to be UK-domiciled while they are resident for tax purposes in 

the UK. Residence will be determined according to the rules that 

applied for the year in question. 

The changes will apply for income tax, capital gains tax (CGT) and 

inheritance tax (IHT) purposes. This means that such individuals 

will be subject to income tax and capital gains tax on their 

worldwide income/gains and will be subject to IHT on their 

worldwide estate, provided that they are at the time UK resident.

Non-domiciled individuals – Individuals 
born in the UK with a UK domicile  
of origin

The Government has recognised that this could affect such an 

individual returning to the UK for just a short period of time. 

Therefore, for IHT purposes only, an individual born in the UK 

with a UK domicile of origin who is resident in the UK for a tax 

year will only be deemed-domiciled if they were also resident in 

the UK for at least one of the two tax years immediately before 

the tax year in question.

Trusts – income tax and Capital Gains Tax
It follows that while an individual is resident, income or gains in 

an overseas trust that they have set up will broadly be liable to 

tax in the same way as an individual domiciled in the UK (see 

our publication ‘Changes to the taxation of non UK domiciliaries 

– first thoughts’ for more details). 

Trusts – inheritance tax
Under current rules, overseas assets held by a trust with  

a non-domiciled settlor are outside the scope of IHT and 

subsequent changes in the domicile status of the settlor do  

not affect the trust. 

However, where the settlor becomes deemed-domiciled under 

the rule outlined above, the trust assets concerned will be 

within the scope of IHT for as long as that deemed-domicile 

status continues. This could lead to some severe consequences 

for the limited number of individuals in this category. 
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Generally a trust is subject to IHT on each tenth anniversary  

of its creation at maximum rate of 6% of its then value. If an 

individual varies their residence status regularly, this may 

produce some arbitrary results for the trust, depending on 

whether the assets are, or are not, within the scope of IHT at 

the time of a ten-year anniversary charge. Where a ten-year 

charge does arise, it will be reduced in proportion to the part  

of the ten year period for which the individual has been non 

UK-resident.

Other changes to the treatment of non-doms who are long-

term residents in the UK, and to the IHT treatment of UK 

residential property held via overseas companies, are dealt with 

in accompanying factsheets.
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