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UK Residence and Domicile 

 

Domicile 

Under English law, an individual’s domicile is the country considered to be their permanent home, even though they may 

currently be resident in another country. This domicile can be the domicile they are born with, normally the domicile of 

their father and known as “domicile of origin”. Later in life an individual may acquire a “domicile of choice”. Women 

married before 1974 acquired their husband’s domicile. 

To lose a UK domicile of origin and obtain a foreign domicile of choice can be very difficult – it effectively means that all 

permanent links with the UK must be severed and instead very strong links must be developed with another country. It is 

not sufficient simply to go and live abroad for several years, the permanent home must be abroad and the intention must 

be to remain abroad forever.  

Many individuals who arrive in the UK may do so with a foreign domicile of origin. However, if the UK becomes their 

permanent home and they have no intention of returning to their original country (or another) on a permanent basis then 

the HMRC may well try to argue that a “domicile of choice” has been acquired in the UK. 

Domicile is a very complex subject and there have been many tax cases that can be used as guidance for individuals 

trying to lose a UK “domicile of origin” or trying to avoid acquiring a UK “domicile of choice”.  

 

Residence 

Unlike the highly contentious issue of domicile, whether or not an individual is UK resident is more a matter of fact, and is 

now subject to a Statutory Residence Test. The new rules, whilst providing more certainty in most cases, are far from 

simple, and a significant minority of cases may still not have the necessary clarity over the position without taking further 

professional advice.  

 

 

 

An individual’s residence and domicile status determine how they are charged to UK tax. A 

UK resident will usually be charged to UK tax on their worldwide income and gains.  

UK Residence is usually a matter of fact, especially with the introduction of a Statutory 

Residence Test, whereas UK Domicile is a more subjective concept. 

The UK tax system affords special tax privileges to individuals who are resident but not 

domiciled here, who are able to choose between the arising basis and the remittance basis 

of taxation. This can be a complex area and individuals who think they may be affected 

should seek specialist advice. 

Non-UK residents who dispose of direct or indirectly held property sited in the UK, are 

subject to Capital Gains Tax on the disposal. They must report the sale to HMRC 

regardless of whether tax is due, and settle any tax, within 60 days of sale. 
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The basic rules for determining residency in a tax year are considered below, however, please note that many of the 

terms used by the HMRC are subjective and further clarification may need to be sought by reference to the HMRC 

Guidance Note: https://www.gov.uk/government/publications/rdr3-statutory-residence-test-srt/guidance-note-for-

statutory-residence-test-srt-rdr3   

Additional tests are also detailed in the Guidance Note for individuals who die during the tax year.  

 

1. Automatic Overseas Tests – Do you meet one of the three automatic tests for non-UK residency?  

i. UK resident for at least 1 of the preceding 3 tax years, and spent less than 16 days in the UK in the current tax 

year. 

ii. UK resident for none of the preceding 3 tax years, and spent less than 46 days in the UK in the current tax year. 

iii. You work ‘full-time overseas’ in the current tax year, without ‘significant breaks’, and spent less than 91 days in 

the UK in the current tax year, and the number of days in the UK on which you work more than 3 hours is less 

than 31 days. See the HMRC guidance for further details and jobs where this may not apply. 

If you do not meet one of the automatic overseas tests, then you need to consider whether you meet one of the 

automatic UK tests: 

 

2. First Automatic UK Test – if you spent 183+ days in the UK in the tax year, you are UK resident.  

 

3. Second Automatic UK Test – if you have a home in the UK for 91+ consecutive days, of which at least 30 fall in 

the tax year; and you spend sufficient time in that home (at least 30 days in the tax year); and you have no overseas 

home or an overseas home in which you spend no more than the permitted amount of time (i.e. are present in that home 

for no more than 30 days in the tax year), then you are UK resident (please see further details in the HMRC Guidance 

Note).  

If you have more than one UK home, the test applies for each home separately, but the test must only be met in relation 

to one of the UK homes.  

 

4. Third Automatic UK Test – if you work ‘full-time’ in the UK for any period of 365 days, with no ‘significant break’; 

and any part of that 365 days falls into the tax year (with at least one day falling in that period, falling into the tax year, 

being a day where you do more than 3 hours of work in the UK); and more than 75% of the total number of days in the 

365-day period (when you do more than three hours of work) are days (when you do more than three hours of work) in 

the UK, then you are UK resident. This test may not apply to those with ‘relevant jobs’. 

If you do not meet one of the automatic overseas tests or one of the automatic UK tests, then you need to consider 

whether you meet one of the sufficient ties tests: 

  

5. Sufficient Ties Tests – if you have not been UK resident in any of the 3 years prior to the current tax year, you will 

need to consider if you have a certain number of ‘ties’ to the UK. The table below sets out the number of ties that need to 

be met to be considered UK resident: 

 

 

 

 

 

https://www.gov.uk/government/publications/rdr3-statutory-residence-test-srt/guidance-note-for-statutory-residence-test-srt-rdr3
https://www.gov.uk/government/publications/rdr3-statutory-residence-test-srt/guidance-note-for-statutory-residence-test-srt-rdr3
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1. Family Tie – a family tie is, broadly, a spouse/civil partner/partner or minor child (who you spend time with in 

the UK for 61+ days in the tax year) who is UK resident for the tax year in question.  

2. Accommodation Tie – an accommodation tie is present if you have a place to live in the UK which is available 

to you for 91+ continuous days in the tax year, and you spend one or more nights there in the tax year (or 16+ 

nights if it is the home of a close relative). 

3. Work Tie – you have a work tie if you spend 40+ days working in the UK (where the work is 3 hours or more in 

a day). There are special rules for those with ‘relevant jobs’. 

4. 90 Day Tie – you have a 90 Day Tie if you have spent over 90 days in the UK in one or more of the previous 

two tax years. 

5. Country Tie – you have a Country Tie if the UK is the country in which you were present at midnight for the 

greatest number of days in the tax year.  

Please refer to the HMRC Guidance Note for full details of the Tie tests. 

Split Year Treatment may apply if the individual leaves the UK, or enters the UK, to live or work part way through the 

tax year. In this case, the individual would be treated as UK resident for part of the year, and non-UK resident for the 

other part of the year, whereas more usually the status of UK/non-UK residency applies for an entire tax year. The 

conditions for qualifying for split year treatment are too detailed to cover in this note, and can be found in the HMRC 

Guidance Note.  

If you become temporarily non-UK resident (which in this case broadly means returning to UK residency after a period 

of five or less complete tax years), you may be liable to tax on income and gains received or remitted during the non-UK 

resident period.  

Non-UK residents who dispose of directly or indirectly held property sited in the UK will be subject to Capital Gains Tax 

on the disposal. The sale must be reported to HRMC regardless of whether a tax liability arises, and any tax settled, 

within 60 days of sale. 

 

Days spent in the UK in the tax year under 

consideration  

UK ties needed  Categories of tie to consider 

If you were UK resident for one or more of the 

three tax years before the tax year under 

consideration 

  

16 - 45  At least four  
 

• family tie  

• accommodation tie  

• work tie 

• 90-day tie  

• country tie 

 

46 - 90  At least three  

91 - 120  At least two  

Over 120  At least one  

If you were UK resident in none of the three tax 

years before the tax year under consideration 

  

46 - 90  All four  

• family tie  

• accommodation tie  

• work tie 

• 90-day tie  

91 - 120  At least three  

Over 120  At least two  
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Non-UK Domiciled and UK Resident – Remittance Basis of Taxation 

A UK resident will usually be charged to UK tax on the arising basis – i.e. on worldwide income and gains. UK resident 

but non- UK domiciled individuals are able to choose between the arising basis and the remittance basis of taxation. With 

the remittance basis, only income and gains arising or remitted to the UK are taxed to UK tax. Income Tax allowances 

and Capital Gains annual exempt amounts are not available to those who select the remittance basis (unless the 

unremitted foreign income/gain in the year is less than £2,000, in which case the remittance basis applies automatically 

and without charge).  

Long term UK residents who choose the remittance basis are liable to pay the Remittance Basis Charge; these 

individuals are likely to have substantial overseas income and gains so that the payment of the charge is less than the 

potential UK tax. The Remittance Basis Charge is £30,000 a year for non-UK domiciled individuals who have been 

resident in the UK for 7 or more of the last 9 years. For those individuals who have been UK resident for 12 or more of 

the last 14 years, this charge rises to £60,000. However, there is no tax charge when foreign income or gains are 

remitted to the UK for the purpose of commercial investment in a qualifying business.  

Those who have been resident in the UK for more than 15 out of the past 20 tax years are treated as deemed UK 

domiciled for all tax purposes. This means that they will no longer be able to use the remittance basis and they will be 

treated as UK domiciled for inheritance tax purposes. In addition, those who had a domicile in the UK at the date of their 

birth now revert to having a UK domicile for tax purposes whenever they are resident in the UK, even if under general 

law they have acquired a domicile in another country. 

Offshore bank accounts and interest paying investments are clearly popular with those choosing the remittance basis. 

However, great care must be taken not to remit income and hence it is fairly standard tax planning to have offshore 

capital and interest accounts and simply remit from the former only. Interest on an account that is closed becomes 

capital in the next tax year and can then be remitted. 

It is also fairly standard tax planning to shelter overseas assets from UK tax by inserting offshore trusts or companies 

from which the non-domiciled individual can benefit. However, unlike with income, it is very difficult to separate capital 

gains from original cost and just remit the original cost, leaving the gain offshore – indeed the HMRC strongly resist this 

type of planning. A solution is often to have the non-domiciled individual made a beneficiary of an offshore trust. Trustees 

then realise the gains and pay the proceeds to the individual in the UK free of tax. Specialist advice is usually required 

for those who wish to effectively use the remittance basis.  

 

Non-UK Domicile and Inheritance Tax (IHT) 

A non-UK domiciled individual is only subject to IHT on UK assets. There are some categories of excluded UK assets, 

including: authorised Unit Trusts and OEICs, for non-UK domiciled individuals; foreign currency bank accounts, for non-

UK domiciled and non-UK resident individuals; certain UK Government Securities bought after 6 April 2013, for non-UK 

resident individuals, regardless of domicile.  

Assets physically held offshore are therefore outside of the UK IHT net. It is also possible to change the situs of UK 

based assets (e.g. property) by arranging for the property to be owned by an offshore company usually within an 

offshore trust. However, the HMRC may well challenge this type of arrangement seeking to show that the non-UK 

domiciled individual controls the company as a “shadow director”. Under these circumstances a significant benefit in kind 

annual income tax charge can then be levied on the individual who occupies the property. Very careful planning is 

required and it is often simpler to avoid UK IHT by arranging a mortgage against the property or arranging a “whole of 

life” policy to fund for the potential IHT liability. 

IHT legislation also carries the concept of “deemed domicile”. This applies, as above, where the non-domiciled 

individual has been resident in the UK for 15 out of the last 20 tax years. For this reason, individuals coming to the UK 

often establish offshore trusts before or soon after arrival as even if they subsequently become “deemed domicile” the 

assets within these trusts rank as “excluded property” and continue to be outside of the IHT net.  

Please note that individuals from some countries may instead be covered by a long-standing double tax treaty, and 

therefore not treated as deemed UK domicile. These individuals should ensure that their UK will deals only with their UK 

assets (which are still potentially subject to UK IHT), and should seek specialist legal advice.  
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Important information: Our views are based upon our understanding of current legislation in England. Levels and bases of, and reliefs 

from, taxation are subject to change and their value to you will depend upon your personal circumstances. You should not act on any of 

the information without seeking professional advice.  

Risk Warning: The past is not necessarily a guide to future performance.  The value of your investment and the income from it can fall 

as well as rise and is not guaranteed. You may not get back the full amount invested.  

© clarity Ltd. clarity Ltd is authorised and regulated by the Financial Conduct Authority (FCA). The FCA does not regulate all types of 

Pensions, Mortgages or Taxation Advice. clarityLAW is brought to you in association with Taylor Vinters solicitors, a firm regulated by 

the Solicitors Regulatory Authority. 

Find out more 

If you would like to discuss any of the issues raised in this research note, or to arrange a meeting with a clarity 

adviser, please don’t hesitate to get in touch:  

Tel:  0800 368 7511  

Email:  enquiries@clarityglobal.com  

Web:  www.clarityglobal.com 

 


