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1. Introduction 

 
1.1. The Association of Accounting Technicians (AAT) is pleased to have the opportunity to 

respond to the HMRC policy paper on “Domicile: Income Tax and Capital Gains Tax” 
(PP)1 published on 5 February 2016. 

 
1.2. AAT is submitting this response on behalf of its membership and for wider public benefit. 
 
1.3. In responding to the PP AAT has focussed on the operational elements of the proposals 

and the related practicalities associated with implementing the measures outlined within 
the PP. 

 
1.4. AAT has added comment in order to add value or highlight aspects that need to be 

considered further. 
 

 
 
2. Executive Summary 

 
2.1. AAT notes that this is the income tax (IT) and capital gains tax (CGT) part of the reform 

to the “resident non-domiciled” (RND) rules that currently give tax advantages to non-
domiciled (non-doms) who are resident in the UK and who for IT and CGT purposes can 
use the remittance basis. 

 
2.2. The situation as a whole is that the tax rules for IT/CGT and inheritance tax (IHT) are to 

be aligned from April 2017, such that someone who is a long-term resident in the UK (15 
out of the previous 20 tax years) will be deemed “domicile” in the UK for all three taxes. 

 
2.3. The changes essentially affect two groups of people: 

 
2.3.1. Those who come into the UK from abroad and who have a domicile of origin 

outside of the UK; and 
2.3.2. Those who were born in the UK and who have a domicile of origin in the UK but 

who acquire a domicile of choice outside of the UK, and then come back to the 
UK (returning non-doms). 

 
2.4. The outcome of this is that the advantage of the remittance basis (which is only for IT 

and CGT) will no longer be available for anyone who is “deemed domicile” in the UK 
under the new rules. 

 
2.5. AAT’s comments are restricted to the draft IT and CGT clause that was published, 

together with explanatory notes on 5 February 2016 and not on the draft legislation for 
the IHT aspects of these reforms published after the Autumn Statement 2015. 

 
2.6. AAT supports the changes on the basis that it is fair and reasonable that long term RNDs 

should be taxed on the same basis as UK domiciles. 
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3. The Policy objective 
 
3.1. AAT notes that this is the income tax (IT) and capital gains tax (CGT) part of the reform 

to the RND rules that currently give tax advantages to non-domiciled who are resident in 
the UK and who for IT and CGT purposes can use the remittance basis. 

 
3.2. These current advantages mean that foreign individuals can live and work in the UK 

without being subject to UK tax on income and gains earned outside the UK and not 
remitted here (i.e. brought into the UK). 

 
3.3. The government wants to reform the tax treatment of non-doms so that the UK can 

continue to benefit from the presence of “talented foreigners” while also addressing the 
unfair tax outcomes.  

 
3.4. AAT considers it equitable to end the RND status which will mean that those that have 

chosen to make the UK their long-term home will pay tax on the same basis as UK 
domiciles. 

 
 
 

4. Changes to the remittance basis 
 

4.1. The remittance basis rules are a long-standing feature of the UK tax legislation (Part 14 
of the Income Tax Act 2007) and successive governments have made changes to the 
remittance basis that RNDs are currently able to access.  

 
4.2. Major changes were made in 2008 and since 2008, choosing to be taxed under the 

remittance basis has meant giving up both the personal allowance for income tax and 
the annual exempt amount for capital gains tax. In addition, since 2008 those resident in 
the UK for a longer time have had to pay a charge if they wish to use the remittance 
basis of tax. Those individuals resident for at least 7 of the previous 9 years have had to 
pay an annual charge of £30,000. 

 
4.3. The coalition government introduced a new charge in April 2012 of £50,000 for those 

individuals who had been resident in the UK for at least 12 of the past 14 years. 
 

4.4. The charges were increased again by the coalition government in April 2015, when the 
charge for those individuals resident in the UK for at least 12 of the past 14 years was 
increased from £50,000 to £60,000, and a new charge of £90,000 was introduced for 
those individuals resident for at least 17 of the past 20 years. 

 
4.5. In 2015, the government also consulted on a proposal to make the election process for 

being taxed on the remittance basis more than an annual election (which it currently is) 
and the proposal was to be retained for at least three years. AAT commented on this 
proposal at the time, and outlined that in AAT’s view the proposal wouldn’t work.  

 
4.6. Subsequently, in the Summer Budget 2015, the government announced that it would not 

proceed with this idea and introduced the current proposals to which this response is 
part. The government announced that it will treat any individual who has been resident in 
the UK for at least 15 of the past 20 tax years as “deemed UK domiciled” for tax 
purposes, where from the 16th year a foreign domiciliary specifically will become deemed 
UK domiciled. Once deemed UK domiciled, an individual will no longer be able to use the 
remittance basis of tax, nor can they rely on any other rules for people who are not 
domiciled in the UK. Their foreign and UK assets will be subject to inheritance tax (IHT).  

 
4.7. The government intends these new rules to take effect from April 2017. 
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5. The proposed legislation for IT and CGT 
 

5.1. A draft clause2: Domicile: income tax and capital gains tax was published at the same 
time as the Schedule, the Policy paper and the Explanatory note on 6 February 2016. 
The proposal deems certain persons, who would otherwise be non-domiciled in the UK 
as a matter of general law, to be domiciled here for the purposes of income and capital 
gains tax. 
 

5.2. The two deeming provisions are given by Conditions A and B. Where Condition A 
applies to anyone born in the UK with a UK domicile of origin and whilst they are UK 
resident and Condition B applies to anyone who has been resident in the UK for at least 
15 out of the previous 20 tax years. 

 
5.3. AAT notes that the measure restricts access to the Remittance Basis so that anyone 

deemed UK domiciled by virtue of either Condition A or B cannot access the Remittance 
Basis. In addition, the measure amends other aspects of income tax and capital gains 
tax law that offer advantages to non-doms but which do not directly rely on parts of the 
Remittance Basis to be amended. 

 
5.4. AAT’s view is that the clause makes the obvious distinction between domicile status for 

general law and deemed domicile status for tax purposes. Condition A captures those 
people who were born in the UK, who have a UK domicile, and who are resident in the 
UK for the tax year in question. 

 
5.5. AAT believes that this new rule will ensure that individuals who are born in the UK and 

who are UK domiciled at birth will not be able to claim that they are not domiciled for tax 
purposes while they are living in the UK. 

 
5.6. AAT’s view, after reviewing the draft clause from an operational perspective rather than a 

legal evaluation, is that the draft clause appears to work.  At first sight, there seems to be 
some circularity in the logic, but on a deeper reading, AAT concludes that: 

 
5.6.1. For common law purposes, the domicile status of the individual is unaltered 

(i.e. a non- UK domicile of choice for Condition A) or a foreign domicile of origin 
for Condition B) 
 

5.6.2. It only imposes a deemed domicile for tax purposes, the common law status 
remains; and in relation to the reference back to the tax year referred to in 
subsection (2) in S835BA(3)(c), this reflects the fact that a person has a 
domicile in common law at any particular time while residence is (of course) 
considered for the tax year. 

 
5.7. AAT notes the normal drafting convention that the conditions in S835BA(3) are all linked 

by “and”, so all three need to be satisfied before Condition A is met. This means that if 
say a person was born in the UK and is resident in the UK in the tax year in question, but 
whose domicile of origin is not the UK, is not caught by Condition A. AAT’s 
understanding of the intended outcomes is illustrated using the two examples below: 
 
 
Example 1 

 
Pierre was born in London of French domiciled parents, who are French diplomats, that 
returned to France when Pierre was 4 years old. 

 
Pierre comes to work in the UK when he is 21. 

 
Pierre will not be caught by Condition A. 

 

                                                      
2 Draft new section S835BA  to amend Chapter 2A of Part 14 of the Income Tax Act 2007 
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This means that Pierre can still use the remittance basis of taxation unless, and until, he 
is caught by Condition B  
 
 
Example 2 

 
Jenny was born in London of UK domiciled parents and who leaves the UK to live in 
France when she is 21. She acquires a French domicile of choice.  

 
Jenny returns some years later in search of work. 
 
This means that Jenny will be caught by Condition A, effectively as a returning domicile, 
and will not be able to use the remittance basis. 
 
 

5.8. AAT notes that there will be more changes to the legislation in respect of trusts in 
FB2017. When the reforms were announced at the summer 2015 Budget, the 
government made it clear that those long-term resident non-doms who have set up an 
offshore trust before they become deemed-domiciled, having been resident for 15 of the 
past 20 years, will not be taxed on trust income and gains that are retained in the trust. 
These protections will be legislated in Finance Bill 2017. 

 
 

 
6. Conclusion 

 
6.1. AAT supports the changes on the basis that it is fair and reasonable that long term RNDs 

should be taxed on the same basis as UK domiciles. 
 

6.2. AAT’s view, after reviewing the draft clause from an operational perspective rather than a 
legal evaluation, is that the draft clause appears to work. AAT notes the shift in language 
where for years, exposure to IT and CGT has been linked to the concept of “residence” 
while “Domicile” at its simplest, has denoted exposure to IHT. 

 
6.3. AAT considers that people will take time to adjust to this change of language and the 

overarching concept of “domicile” that will affect all three taxes. 
 
 
 
7. About AAT 
 

7.1. AAT is a professional accountancy body with over 49,700 full and fellow members3 and 
85,500 student and affiliate members worldwide. Of the full and fellow members, there 
are over 4,200 members in practice who provide accountancy and taxation services to 
individuals, not-for-profit organisations and the full range of business types. 

 
7.2. AAT is a registered charity whose objectives are to advance public education and 

promote the study of the practice, theory and techniques of accountancy and the 
prevention of crime and promotion of the sound administration of the law. 

 
 
  

                                                      
3 Figures correct as at 31 Dec 2015 
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8. Further information 
 

If you have any questions or would like to discuss any of the points in more detail then please 
contact AAT at: 

 
email: consultation@aat.org.uk and aat@taxpolicyadvice.com  

 
telephone: 020 7397 3088  

 
Aleem Islan 
Association of Accounting Technicians 
140 Aldersgate Street 
London 
EC1A 4HY  
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