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Introduction

Historically it was possible for non-UK domiciled individuals to
ƐƚƌƵĐƚƵƌĞ�ƚŚĞ�ǁ ĂǇ�ƚŚĂƚ�ƚŚĞǇ�ŚŽůĚ�ƚŚĞŝƌ�h<�ƉƌŽƉĞƌƟĞƐ�ƚŽ�ƚĂŬĞ�
ĂĚǀ ĂŶƚĂŐĞ�ŽĨ�Ăǀ ĂŝůĂďůĞ�ƚĂǆ�ĞǆĞŵƉƟŽŶƐ�ƐŽ�ƚŚĂƚ�ůŝƩ ůĞ�Žƌ�ŶŽ�h<�ƚĂǆ�
ǁ ĂƐ�ƉĂǇĂďůĞ�ŝŶ�ƌĞƐƉĞĐƚ�ŽĨ�ƚŚĞ�ƉƌŽƉĞƌƟĞƐ͕ �ĞŝƚŚĞƌ�ŽŶ�ƐĂůĞ�Žƌ�ŽŶ�
ƚƌĂŶƐĨĞƌ�ĚƵƌŝŶŐ�ůŝĨĞƟŵĞ�Žƌ�ŽŶ�ĚĞĂƚŚ ͘

Successive UK Governments have sought to reduce these tax
advantages so that non-UK domiciled individuals have to pay more
UK tax. As a result offshore holding structures used to hold UK 
dwellings may now result in the payment of more tax than direct
Žǁ ŶĞƌƐŚŝƉ͘ �/Ŷ�ĂĚĚŝƟŽŶ͕ �ǁ ŝƚŚ�ƚŚĞ�ƉŽƐƐŝďŝůŝƚǇ�ŽĨ�ƚŚĞ�ŝŶƚƌŽĚƵĐƟŽŶ�ŽĨ�
beneficial ownership registers, there may no longer be 
ĐŽŶĮ ĚĞŶƟĂůŝƚǇ�ĂĚǀ ĂŶƚĂŐĞƐ�ŝŶ�ŚŽůĚŝŶŐ�ƉƌŽƉĞƌƚǇ�ƚŚƌŽƵŐŚ�Ă�
corporate structure.

It is therefore important to review the manner in which your UK
ƉƌŽƉĞƌƚǇ�;h<�Ěǁ ĞůůŝŶŐƐ�ŝŶ�ƉĂƌƟĐƵůĂƌͿ�ŝƐ�ŚĞůĚ�ƚŽ�ĞŶƐƵƌĞ�ƚŚĂƚ�ǇŽƵ�ĂƌĞ�
ŚŽůĚŝŶŐ�ŝƚ�ŝŶ�ƚŚĞ�ŵŽƐƚ�ƚĂǆ�Ğĸ ĐŝĞŶƚ�ǁ ĂǇ�ĂŶĚ�ƚŽ�ĐŽŶƟŶƵĞ�ƚŽ�ŬĞĞƉ�
your property ownership and succession arrangements under
review.

This briefing paper provides an overview of the tax regime 
applicable to UK resident and non-UK resident non-domiciled
individuals. It includes the Government's proposed reforms which
ǁ ĞƌĞ�ĚƌŽƉƉĞĚ�ĨƌŽŵ�&ŝŶĂŶĐĞ��ŝůů�ϮϬϭϳ �ďĞĨŽƌĞ�ƚŚĞ�ĞůĞĐƟŽŶ�ĂŶĚ�ƚŚĞŶ�
reintroduced in Finance Bill (No. 2) 2017 and will take effect 
ƌĞƚƌŽƐƉĞĐƟǀ ĞůǇ�ĨƌŽŵ�ϱ��Ɖƌŝů�ϮϬϭϳ �ŽŶĐĞ�ƚŚĞ�&ŝŶĂŶĐĞ��ŝůů�ƌĞĐĞŝǀ ĞƐ�
Royal Assent which is expected to be in the autumn of 2017. It
provides only a brief summary of this complicated area of law and
you should obtain specialist advice on your property ownership
and succession arrangements.

t Ğ�ĞǆƉůĂŝŶ�ďĞůŽǁ �ƚŚĞ�ŽƉĞƌĂƟŽŶ�ŽĨ��ĂƉŝƚĂů�' ĂŝŶƐ�dĂǆ�;Η�' dΗͿ͕�
Inheritance Tax ("IHT") and Stamp Duty Land Tax ("SDLT") both
ďĞĨŽƌĞ�ĂŶĚ�ĂŌĞƌ�ƚŚĞ�ŝŶƚƌŽĚƵĐƟŽŶ�ŽĨ�ƚŚĞ�ŶĞǁ �ƚĂǆ�ƌĞŐŝŵĞ͘�t Ğ�ĂůƐŽ�
ĞǆƉůĂŝŶ�ƚŚĞ�ŝŶƚƌŽĚƵĐƟŽŶ�ŽĨ�ƚŚĞ�ŶĞǁ �ƉƌŽƉĞƌƚǇ�ƚĂǆ��ŶŶƵĂů�dĂǆ�ŽŶ�
�Ŷǀ ĞůŽƉĞĚ��ǁ ĞůůŝŶŐƐ�;Η�d��ΗͿ͘�t Ğ�ĂůƐŽ�ŵĞŶƟŽŶ�ƚŚĞ�ŶĞǁ �
Statutory Residence Test and provide an overview of the proposed
new Domicile rules.  You should review your financial affairs taking 
account of these new rules .

Planning for future investment in UK property

In view of the tax reforms it is now likely to be more tax efficient 

for non-domiciled individuals to invest in commercial property

ƌĂƚŚĞƌ�ƚŚĂŶ�ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƚǇ�ŝŶ�ƚŚĞ�h<�ďĞĐĂƵƐĞ͗

 SDLT rates are lower;

 there is no CGT if the individual is non-UK resident;

 there is no ATED; and

 ƚŚĞƌĞ�ǁ ŝůů�ƐƟůů�ďĞ�ŶŽ�/, d�ŝĨ�ƚŚĞ�ĐŽŵŵĞƌĐŝĂů�ƉƌŽƉĞƌƚǇ�ŝƐ�ŚĞůĚ�

by an offshore company. 

ATED

Persons affected and tax amounts

ATED has been introduced to discourage ownership of high value
dwellings via corporate vehicles and applies whether the
ŝŶĚŝǀ ŝĚƵĂůƐ�ǁ ŝƚŚ�ƵůƟŵĂƚĞ�Žǁ ŶĞƌƐŚŝƉ�ŽĨ�ƚŚĞ�ƐƚƌƵĐƚƵƌĞ�ĂƌĞ�h<�Žƌ�
non-UK resident (including individuals who are UK and non-UK
domiciled or deemed domiciled). ATED is an annual tax payable
each year for the period from 1 April to 31 March. It has been in
effect since 1 April 2013 and is imposed on UK and non-UK 
resident corporate beneficial owners (individuals, trustees of 
ƐĞƩ ůĞĚ�ƉƌŽƉĞƌƚǇ�ĂŶĚ�ƉĞƌƐŽŶĂů�ƌĞƉƌĞƐĞŶƚĂƟǀ ĞƐ�ŽĨ�ĚĞĐĞĂƐĞĚ�
persons are outside the scope of the charge) of dwellings over a
specified value. This value was originally £2 million but reduced to 
άϭ�ŵŝůůŝŽŶ�ĨŽƌ�ĐŚĂƌŐĞĂďůĞ�ƉĞƌŝŽĚƐ�ďĞŐŝŶŶŝŶŐ�ŽŶ�Žƌ�ĂŌĞƌ�ϭ��Ɖƌŝů�
2015. The value was reduced again to £500,000 for chargeable
ƉĞƌŝŽĚƐ�ďĞŐŝŶŶŝŶŐ�ŽŶ�Žƌ�ĂŌĞƌ�ϭ��Ɖƌŝů�ϮϬϭϲ ͘ �dŚĞ�ĂŵŽƵŶƚ�ŽĨ��d���
to be charged depends on the band into which the value of the
dwelling falls and is determined as follows:

For example, if the dwelling is valued at £7 million, the corporate
owner will have to pay £35,000 for the 2013/14 tax year, £35,900
for 2014/15, £54,450 for 2015/16 and 2016/17 and £54,950 for
2017/18. If the dwelling is owned for only part of a year, or the
use of the dwelling is changed so that it moves into or out of
�d�� ͕ �ƚŚĞŶ��d���ĂƉƉůŝĞƐ�ŽŶ�Ă�ƉƌŽƉŽƌƟŽŶĂƚĞ�ďĂƐŝƐ͘

Valuation

The value of the dwelling used to determine the amount of ATED
payable in a tax year is currently the market value as at 1 April
ϮϬϭϮ�ŝŶ�ƌĞƐƉĞĐƚ�ŽĨ�ƉƌŽƉĞƌƟĞƐ�Žǁ ŶĞĚ�Ăƚ�ƚŚĂƚ�ĚĂƚĞ͘�dŚĞ�ϮϬϭϮ�
ǀ ĂůƵĂƟŽŶ�ĂƉƉůŝĞƐ�ĨŽƌ�ƚŚĞ�Į ƌƐƚ�Į ǀ Ğ�ĐŚĂƌŐĞĂďůĞ�ƉĞƌŝŽĚƐ�ĨƌŽŵ�ϭ��Ɖƌŝů�
ϮϬϭϯ�ƵŶƟů�ϯϭ�D ĂƌĐŚ�ϮϬϭϴ͘���ŶĞǁ �ǀ ĂůƵĂƟŽŶ�ŚĂƐ�ƚŽ�ďĞ�ŽďƚĂŝŶĞĚ�

Value of the
dwelling

ATED amount payable

2013/14 2014/15 2015/16 2016/17

Over
£500,000 to
£1 million

N/A N/A N/A £3,500

Over £1
million to £2
million

N/A N/A £7,000 £7,000

Over £2
million to £5
million

£15,000 £15,400 £23,350 £23,350

Over £5
million to
£10 million

£35,000 £35,900 £54,450 £54,450

Over £10
million to
£20 million

£70,000 £71,850 £109,050 £109,050

Over £20
million £140,000 £143,750 £218,200 £218,200

2017/18

£3,500

£7,050

£23,550

£54,950

£110,100

£220,350
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Ğǀ ĞƌǇ�Į ǀ Ğ�ǇĞĂƌƐ͘ �dŚĞ�ŶĞǆƚ�ǀ ĂůƵĂƟŽŶ�ĚĂƚĞ�;ĨŽƌ�ƉƌŽƉĞƌƟĞƐ�ŚĞůĚ�Ăƚ�ϭ�
�Ɖƌŝů�ϮϬϭϮͿ�ŝƐ�ϭ��Ɖƌŝů�ϮϬϭϳ �ĂŶĚ�ƚŚŝƐ�ϮϬϭϳ �ǀ ĂůƵĂƟŽŶ�ǁ ŝůů�ĂƉƉůǇ�ĨŽƌ�
the chargeable periods from 1 April 2018 to 31 March 2023 and so
on.

WƌŽĨĞƐƐŝŽŶĂů�ǀ ĂůƵĂƟŽŶ�ŝƐ�ŶŽƚ�ŽďůŝŐĂƚŽƌǇ�ďƵƚ�ƐŚŽƵůĚ�ďĞ�ĐŽŶƐŝĚĞƌĞĚ�ŝĨ�
the dwelling is very high value, unusual, or the value is close to a
ďĂŶĚ�ůŝŵŝƚ͘ �t ŚĞƌĞ�ƚŚĞ�Ěǁ ĞůůŝŶŐ�ǁ ĂƐ�ĂĐƋƵŝƌĞĚ�ĂŌĞƌ�ϭ��Ɖƌŝů�ϮϬϭϮ͕ �
the relevant value is the market value as at the date of the
ĂĐƋƵŝƐŝƟŽŶ�ƐƵďũĞĐƚ�ƚŽ�ƌĞ-ǀ ĂůƵĂƟŽŶƐ�ŽŶ�Ğǀ ĞƌǇ�Į ǀ Ğ�ǇĞĂƌ�ĂŶŶŝǀ ĞƌƐĂƌǇ�
of 1 April 2012.

Reliefs and exemptions

There are certain reliefs designed to prevent ATED from applying
ƚŽ�ŐĞŶƵŝŶĞ�ĐŽŵŵĞƌĐŝĂů�ĂĐƟǀ ŝƟĞƐ͘ �̂ ƵĐŚ�ƌĞůŝĞĨƐ�ĂƉƉůǇ͕�ŝŶ�ƉĂƌƟĐƵůĂƌ͕�
to property rental businesses, property developers and property
ƚƌĂĚĞƌƐ͘ �dŚĞƌĞ�ĂƌĞ�ĂůƐŽ�ĞǆĞŵƉƟŽŶƐ�ĨŽƌ�ĐŚĂƌŝƟĞƐ͕ �ƉƵďůŝĐ�ĂŶĚ�
ŶĂƟŽŶĂů�ďŽĚŝĞƐ�ĂŶĚ�Ěǁ ĞůůŝŶŐƐ�ĐŽŶĚŝƟŽŶĂůůǇ�ĞǆĞŵƉƚ�ĨƌŽŵ�
inheritance tax.

Reporting obligations

Returns and payments must generally be made by 30 April at the
beginning of each chargeable period. When the dwelling is
acquired, the corporate purchaser is required to make an ATED
return and payment within 30 days. If the dwelling otherwise
newly comes within the charge the return must be made within 90
days of the relevant date.

ATED-related CGT

This charge has been in force since 6 April 2013 and applies to
ĚŝƐƉŽƐĂůƐ�ŽĨ�ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƟĞƐ�ĐŚĂƌŐĞĂďůĞ�ƚŽ��d�� ͘ �/Ŷ�ďƌŽĂĚ�
terms, if a corporate owner of a dwelling had to pay ATED during
some or all of its period of ownership, it will have to pay ATED -
related CGT on all or part of the gain it makes on the disposal of
the dwelling.

Calculating ATED-related gains

E ŽƌŵĂůůǇ͕�ŽŶůǇ�ŐĂŝŶƐ�;Žƌ�ůŽƐƐĞƐͿ�ĂƩ ƌŝďƵƚĂďůĞ�ƚŽ�ƉĞƌŝŽĚƐ�ĂŌĞƌ�ϱ��Ɖƌŝů�
2013 (for dwellings worth over £2 million as at 1 April 2012), 5
April 2015 (for dwellings worth between £1 and 2 million) or 5
April 2016 (for dwellings worth between £500,000 and 1 million)
are ATED-related. This means that the ATED-related gain (or loss)
is calculated as if the dwelling was acquired on one of the above
ĚĂƚĞƐ�;ĚĞƉĞŶĚŝŶŐ�ŽŶ�ƚŚĞ�ǀ ĂůƵĞ�ŽĨ�ƚŚĞ�Ěǁ ĞůůŝŶŐͿ�ĨŽƌ�ĐŽŶƐŝĚĞƌĂƟŽŶ�
equal to its market value on that date. The amount of the gain (or
loss) subject to the ATED-ƌĞůĂƚĞĚ��' d�ŝƐ�ƚŚĞŶ�ŝŶ�ƉƌŽƉŽƌƟŽŶ�ƚŽ�ƚŚĞ�
days for which the dwelling was chargeable to ATED. The rate
applicable to ATED-related gains is 28%.

/ƚ�ŝƐ�ƉŽƐƐŝďůĞ�ƚŽ�ŵĂŬĞ�ĂŶ�ĞůĞĐƟŽŶ�ƚŽ�ĐĂůĐƵůĂƚĞ�ƚŚĞ�ŐĂŝŶƐ�Žƌ�ůŽƐƐĞƐ�
ďĂƐĞĚ�ŽŶ�ƚŚĞ�ǁ ŚŽůĞ�ƉĞƌŝŽĚ�ŽĨ�Žǁ ŶĞƌƐŚŝƉ�ƌĂƚŚĞƌ�ƚŚĂŶ�ĂŌĞƌ�ϱ��Ɖƌŝů�
2013, 2015 or 2016 (as applicable). This may be beneficial in cases 
where the dwelling is sold at a loss.

Reliefs and exemptions

dŚĞ�ĐŚĂƌŐĞ�ŝƐ�ƟĞĚ�ŝŶ�ǁ ŝƚŚ��d���ĂŶĚ�ƚŚĞƌĞĨŽƌĞ�ƚŚĞ�ƐĂŵĞ�ƌĞůŝĞĨƐ�
ĂŶĚ�ĞǆĞŵƉƟŽŶƐ�ĂƐ�ĨŽƌ��d���ĂƉƉůǇ�ƚŽ��d�� -related CGT. Given the
nature of the charge, Private Residence Relief is not available.

Reporting obligations

A liability to ATED-related CGT must be reported to HMRC by
ĐŽŵƉůĞƟŶŐ�ƚŚĞ��d�� -related capital gains summary form on or
before 5 October following the end of the tax year in which the
disposal occurred. Currently the tax must be paid no later than 31
January following the end of the tax year in which the disposal
occurred. The Government, however, has announced that from
April 2019 a payment on account of any CGT due on the disposal
of a dwelling will be required to be made within 30 days of
ĐŽŵƉůĞƟŽŶ�ŽĨ�ƚŚĞ�ĚŝƐƉŽƐĂů͘�

Non-resident CGT

Who is affected?

�ĞĨŽƌĞ�ƚŚĞ�ŝŶƚƌŽĚƵĐƟŽŶ�ŽĨ�ƚŚĞ�ŶĞǁ �ƌĞŐŝŵĞ��' d�ǁ ĂƐ�ƉĂǇĂďůĞ�ďǇ�
h<�ƌĞƐŝĚĞŶƚ�ŝŶĚŝǀ ŝĚƵĂůƐ͕ �ƚƌƵƐƚĞĞƐ�ĂŶĚ�ƉĞƌƐŽŶĂů�ƌĞƉƌĞƐĞŶƚĂƟǀ ĞƐ�
(but not companies or other corporate bodies) on the gain made
ŽŶ�ƚŚĞ�ĚŝƐƉŽƐĂů�ŽĨ�ĂŶ�ĂƐƐĞƚ�ƐƵďũĞĐƚ�ƚŽ�ĐĞƌƚĂŝŶ�ĞǆĞŵƉƟŽŶƐ�ĂŶĚ�
reliefs. Non-UK residents did not have to pay CGT when disposing
ŽĨ�h<�ĂƐƐĞƚƐ�;ƐƵďũĞĐƚ�ƚŽ�ƐŽŵĞ�ĞǆĐĞƉƟŽŶƐͿ͘�, Žǁ Ğǀ Ğƌ͕�ǁ ŝƚŚ�Ğī ĞĐƚ�
from 6 April 2015, this favourable CGT treatment has been
ƌĞƐƚƌŝĐƚĞĚ�ǁ ŝƚŚ�ƚŚĞ�ŝŶƚƌŽĚƵĐƟŽŶ�ŽĨ�ƚŚĞ�ŶĞǁ �ΗŶŽŶ-resident
CGT" ("NRCGT") which applies to disposals of UK dwellings by non
-h<�ƌĞƐŝĚĞŶƚƐ͘ �dŚĞ�ŶĞǁ �ĐŚĂƌŐĞ�ĂƉƉůŝĞƐ�ǁ ŝƚŚŽƵƚ�ĞǆĐĞƉƟŽŶ�ƚŽ�
ŝŶĚŝǀ ŝĚƵĂůƐ͕ �ĐŽƌƉŽƌĂƚĞ�ĞŶƟƟĞƐ͕ �ƚƌƵƐƚĞĞƐ�ĂŶĚ�ƉĞƌƐŽŶĂů�
ƌĞƉƌĞƐĞŶƚĂƟǀ ĞƐ͘ �

Dwelling for the purpose of NRCGT means a property suitable for
use as a dwelling or in the process of being constructed or
adapted for such use (but excludes a number of categories of
ďƵŝůĚŝŶŐ�ŝŶĐůƵĚŝŶŐ�ĐĞƌƚĂŝŶ�ĐĂƚĞŐŽƌŝĞƐ�ŽĨ�ƌĞƐŝĚĞŶƟĂů�
ĂĐĐŽŵŵŽĚĂƟŽŶͿ͘

Rates of tax

The same rates which apply to UK residents apply to non--
residents. This means that non-resident companies pay NRCGT at
the rate of tax applicable to UK companies (i. e. at the
ĐŽƌƉŽƌĂƟŽŶ�ƚĂǆ�ƌĂƚĞ�ŽĨ�ϮϬй �ǁ ŚŝĐŚ�ǁ ŝůů�ďĞ�ƌĞĚƵĐĞĚ�ƚŽ�ϭϳ й �ŝŶ�ϮϬϮϬͿ�
and non-resident individuals at the rates applicable to UK
ƌĞƐŝĚĞŶƚ�ŝŶĚŝǀ ŝĚƵĂůƐ�;ŝ͘Ğ͘�ϭϴй �ĂŶĚͬ Žƌ�Ϯϴй Ϳ�ŝŶ�ƌĞůĂƟŽŶ�ƚŽ�
ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƚǇ͕�ĚĞƉĞŶĚŝŶŐ�ŽŶ�ƚŚĞ�ŶŽŶ-resident individual's
total UK income and gains in the year of disposal. The rate
ĂƉƉůŝĐĂďůĞ�ƚŽ�ƚƌƵƐƚĞĞƐ�ŝƐ�Ϯϴй �ŝŶ�ƌĞůĂƟŽŶ�ƚŽ�ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƚǇ͘�

What is meant by a "disposal"?

�ŝƐƉŽƐĂůƐ�ŝŶĐůƵĚĞ�ŐŝŌƐ�ĂŶĚ�ƚƌĂŶƐĨĞƌƐ�ŽĨ�ƉƌŽƉĞƌƚǇ�ƚŽ�ĨŽƌŵĞƌ�
spouses following divorce, for example, and not only sales on an
arm's length basis. This means that a liability to NRCGT may arise
even if no money or asset is received in return for the dwelling.
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Calculating your gain

The new charge only applies to gains arising post-5 April 2015. The
taxable gain can be calculated either by working out the difference 
between the value of the dwelling as at 5 April 2015 and the date
of disposal ("re-ďĂƐŝŶŐΗ�ŵĞƚŚŽĚͿ�Žƌ�ďǇ�ĂƉƉŽƌƟŽŶŝŶŐ�ƚŚĞ�ŐĂŝŶ�Žǀ Ğƌ�
the period of ownership ("straight-ůŝŶĞ�ƟŵĞ�ĂƉƉŽƌƟŽŶŵĞŶƚΗ�
method) depending on which method is more advantageous. It is
ĂůƐŽ�ƉŽƐƐŝďůĞ�ƚŽ�ĐĂƌƌǇ�ŽƵƚ�ĐĂůĐƵůĂƟŽŶƐ�Žǀ Ğƌ�ƚŚĞ�ǁ ŚŽůĞ�ƉĞƌŝŽĚ�ŽĨ�
Žǁ ŶĞƌƐŚŝƉ͘ �dŚŝƐ�ŽƉƟŽŶ�ŵĂǇ�ďĞ�ƵƐĞĨƵů�ǁ ŚĞƌĞ�ƚŚĞ�Ěǁ ĞůůŝŶŐ�ŝƐ�ƐŽůĚ�Ăƚ�
a loss as losses can be offset against gains from disposals of other 
UK dwellings in the same and future years.

Interrelation with ATED-related CGT and old CGT

Where the disposal is within the scope of NRCGT and/or old CGT
as well as ATED-related CGT, ATED-related CGT at 28% takes
precedence. The NRCGT and/or old CGT rules will only apply if
only part of the gain is ATED-related (for example, a relief from
ATED applied during a part of the period of ownership) and only to
the non-ATED related part of the gain. NRCGT will apply to any
post-April 2015 gain of non-residents which is not an ATED -
related gain. Any balancing gain (i.e. the part of the gain which is
neither ATED-related nor NRCGT gain) will be subject to the old
�' d�ƌƵůĞƐ͕ �ŝŶĐůƵĚŝŶŐ�ƌƵůĞƐ�ƚŚĂƚ�ŝŶ�ĐĞƌƚĂŝŶ�ĐŝƌĐƵŵƐƚĂŶĐĞƐ�ĂƩ ƌŝďƵƚĞ�
gains of small non-UK resident companies to their UK resident
owners/shareholders.

How much was the dwelling worth on 5 April 2015?

WƌŽĨĞƐƐŝŽŶĂů�ǀ ĂůƵĂƟŽŶ�ŝƐ�ŶŽƚ�ŽďůŝŐĂƚŽƌǇ�ĂŶĚ�Žǁ ŶĞƌƐ�ĐĂŶ�ǀ ĂůƵĞ�ƚŚĞ�
dwellings themselves. It may, however, be a good idea to instruct
Ă�ƉƌŽĨĞƐƐŝŽŶĂů�ƐƵƌǀ ĞǇŽƌ�ƉĂƌƟĐƵůĂƌůǇ�ǁ ŚĞƌĞ�ƚŚĞ�Ěǁ ĞůůŝŶŐ�ŝƐ�ŚŝŐŚ�
ǀ ĂůƵĞ͘�, D Z��ŝƐ�ůĞƐƐ�ůŝŬĞůǇ�ƚŽ�ƋƵĞƐƟŽŶ�ƉƌŽĨĞƐƐŝŽŶĂů�ǀ ĂůƵĂƟŽŶƐ�ŝĨ�ƚŚĞ�
disposal is not on an arm's length basis (for example, a sale to a
ƌĞůĂƟǀ Ğ�Ăƚ�Ă�ĚŝƐĐŽƵŶƚ�Žƌ�Ă�ŐŝŌͿ͘��/ƚ�ǁ ŝůů�ĂůƐŽ�ďĞ�ŶĞĐĞƐƐĂƌǇ�ƚŽ�
establish the market value as at the date of the disposal.

Private Residence Relief

The relief is available to non-resident individuals but the rules are
ŵŽƌĞ�ƌĞƐƚƌŝĐƟǀ Ğ�ƚŚĂŶ�ƚŚŽƐĞ�ĂƉƉůŝĐĂďůĞ�ƚŽ�h<�ƌĞƐŝĚĞŶƚ�ŝŶĚŝǀ ŝĚƵĂůƐ͘

For a non-resident to be able to rely on the relief for the year of
ownership, he/she must have spent at least 90 days in the
Ěǁ ĞůůŝŶŐ�ŝŶ�ƚŚĂƚ�ǇĞĂƌ͘�dŚŝƐ�ŵĂǇ�ďĞ�Ěŝĸ ĐƵůƚ�Žƌ�ŝŵƉƌĂĐƟĐĂďůĞ�ĂŶĚ�
may affect the individual’s non-resident status. The relief does not 
apply if the dwelling is rented out throughout the whole period of
ownership. If, for example, the dwelling was used as a residence
Į ƌƐƚ�ĂŶĚ�ƚŚĞŶ�ƌĞŶƚĞĚ�ŽƵƚ͕ �ĂŶ�ĂĚĚŝƟŽŶĂů�ůĞƫ ŶŐƐ�ƌĞůŝĞĨ�ŵĂǇ�ďĞ�
available to reduce the gain further.

Double tax treaty relief

^ŽŵĞ�ĚŽƵďůĞ�ƚĂǆ�ƚƌĞĂƟĞƐ�ĂůůŽǁ �ĨŽƌ�ƌĞůŝĞĨ�ĨƌŽŵ�ƚĂǆ�ŽŶ�ĐĂƉŝƚĂů�ŐĂŝŶƐ�
in the non-resident's country of residence for the tax paid on the
gain abroad. This means that the non-resident tax payer only pays
tax once and the amount is the higher of the two countries' tax
bills. If the tax due in the individual's country of residence is lower

than their tax liability in the country where the gain arises, no
ĂĚĚŝƟŽŶĂů�ƚĂǆ�ŝƐ�ĚƵĞ͘�/Ĩ�ƚŚĞ�ƚĂǆ�ůŝĂďŝůŝƚǇ�ŝŶ�ƚŚĞ�ĐŽƵŶƚƌǇ�ŽĨ�ƌĞƐŝĚĞŶĐĞ�
is higher, the tax payer has to pay the difference. Residents of the 
countries which tax their residents' worldwide gains but which do
ŶŽƚ�ŚĂǀ Ğ�ĚŽƵďůĞ�ƚĂǆ�ƚƌĞĂƟĞƐ�ǁ ŝƚŚ�ƚŚĞ�h<�;Žƌ�ƌĞůĞǀ ĂŶƚ�ƉƌŽǀ ŝƐŝŽŶƐ�ŝŶ�
ƚŚĞ�ƚƌĞĂƟĞƐͿ�ĂƌĞ�Ăƚ�Ă�ƐŝŐŶŝĮ ĐĂŶƚ�ĚŝƐĂĚǀ ĂŶƚĂŐĞ͘�

Reporting obligations

Disposals of UK dwellings by non-residents must be reported to
HMRC within 30 days from the date of the conveyance. If there is
Ă�ƚĂǆ�ůŝĂďŝůŝƚǇ͕�ŝƚ�ŵƵƐƚ�ďĞ�ƐĞƩ ůĞĚ�ǁ ŝƚŚŝŶ�ƚŚĞ�ƐĂŵĞ�ƟŵĞ�ĨƌĂŵĞ͘��
Currently a return is required even if no tax is due, but the
&ŝŶĂŶĐĞ��ŝůů�ϮϬϭϲ�ŵĂŬĞƐ�ƚŚĞ�ƐƵďŵŝƐƐŝŽŶ�ŽĨ�ƐƵĐŚ�Ă�ƌĞƚƵƌŶ�ŽƉƟŽŶĂů�
when statute provides that no gain or loss arises (for example on
a disposal between spouses who live together) or on the grant of
an arm's length lease for no premium to a person who is not
connected to the grantor.

/ƚ�ŝƐ�ŝŵƉŽƌƚĂŶƚ�ƚŽ�ĚŝƐƟŶŐƵŝƐŚ�ďĞƚǁ ĞĞŶ�ƚŚĞ�ĚĂƚĞ�ŽĨ�ƚŚĞ�ƚƌĂŶƐĨĞƌ�ŽĨ�
ƚŚĞ�ƟƚůĞ�ƚŽ�ƚŚĞ�ƉƌŽƉĞƌƚǇ�;ŝ͘Ğ͘�ƚŚĞ�ĐŽŶǀ ĞǇĂŶĐĞͿ�ĂŶĚ�ƚŚĞ�ĚĂƚĞ�ŽĨ�ƚŚĞ�
disposal for CGT purposes as these are not the same in most
cases. For example, where a dwelling is sold at arm's length, the
ƉĂƌƟĞƐ�ǁ ŝůů�ŽŌĞŶ�ĞŶƚĞƌ�ŝŶƚŽ�Ă�ĐŽŶƚƌĂĐƚ�Į ƌƐƚ�ĂŶĚ�ƚŚĞ�ƐĞůůĞƌ�ǁ ŝůů�
execute a transfer deed to convey the dwellings to the buyer at a
later date. The date of the disposal for CGT purposes is the date
ŽĨ�ƚŚĞ�ĐŽŶƚƌĂĐƚ�;ƉƌŽǀ ŝĚĞĚ�ƚŚĞ�ĐŽŶƚƌĂĐƚ�ŝƐ�ƵŶĐŽŶĚŝƟŽŶĂůͿ�ĂŶĚ�ŶŽƚ�
the date of the transfer deed. If, for example, the contract is
signed on 25 March 2015 and the transfer deed is executed on 15
April 2016, it is necessary to remember that the disposal relates
to the 2015/16 year and the tax liability must be calculated using
the rates and allowances for that year.

IHT

IHT on UK dwellings held by non-domiciled individuals
directly or indirectly through offshore structures from
April 2017

Before 6 April 2017 non-domiciled individuals who held UK
ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƚǇ�ŝŶĚŝƌĞĐƚůǇ�;ŝ͘Ğ͘�ƚŚƌŽƵŐŚ�ĂŶ�Žī ƐŚŽƌĞ�ĐŽŵƉĂŶǇ͕�
trust or other structure, such as a partnership) were not liable for
/, d�ŽŶ�ƚŚĂƚ�ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƚǇ͘

In the 2015 Summer Budget, the Government announced that it
intended to make changes so that non-domiciled individuals who
hold ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƟĞƐ�ǁ ŚŝĐŚ�ĨĂůů�ƵŶĚĞƌ�ƚŚĞ�ĚĞĮ ŶŝƟŽŶ�ŽĨ�Ă�
"dwelling" either directly or indirectly will be liable to IHT on the
ǀ ĂůƵĞ�ŽĨ�ƚŚŽƐĞ�ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƟĞƐ͘ ��K ƚŚĞƌ�ƉƌŽƉĞƌƚǇ͕�ƐƵĐŚ�ĂƐ�ŶŽŶ
-UK assets and UK commercial property, owned indirectly by an
offshore company, trust or partnership, will not be affected by 
the changes.

The Government has confirmed that the new rules will apply to 
UK dwellings held through overseas close companies, trusts and
partnerships. The proposed new rules were temporarily
ǁ ŝƚŚĚƌĂǁ Ŷ�ĂƐ�Ă�ƌĞƐƵůƚ�ŽĨ�ƚŚĞ�h<��ůĞĐƟŽŶ�ďƵƚ�ǁ ĞƌĞ�ƌĞŝŶƚƌŽĚƵĐĞĚ�ŝŶ�
the Finance Bill 2017 which was updated and republished on 13
July 2017. The new rules will be introduced by the Finance Act

Ownership of UK dwellings by non-UK domiciliaries
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2017 and will take effect from 6 April 2017. 
The Government has confirmed that UK dwellings will be removed 
ĨƌŽŵ�ƚŚĞ�ĚĞĮ ŶŝƟŽŶ�ŽĨ�ĞǆĐůƵĚĞĚ�ƉƌŽƉĞƌƚǇ�ĨŽƌ�/, d�ƉƵƌƉŽƐĞƐ�ƐŽ�ŝƚ�ǁ ŝůů�
be within the scope of IHT even if held indirectly through an
offshore structure. 

Under the new rules a UK dwelling will be within the charge to IHT
only where it is used as a dwelling at the point at which a transfer
of value is made. The UK dwelling will be valued for IHT purposes
Ăƚ�ŽƉĞŶ�ŵĂƌŬĞƚ�ǀ ĂůƵĞ͘��dŚĞ�ůĞŐŝƐůĂƟŽŶ�ĂůƐŽ�ĐŽŶƚĂŝŶƐ�ƌƵůĞƐ�ƌĞůĂƟŶŐ�
ƚŽ�ŵŽƌĞ�ĐŽŵƉůĞǆ�ƐƚƌƵĐƚƵƌĞƐ�ŝŶĐůƵĚŝŶŐ�ƐŚĂƌĞĚ�ĂŶĚ�ŵƵůƟƉůĞ�
ownership.  It has also been confirmed that for the purpose of the 
new IHT charge "dwelling" will be defined in the same way as for 
the purpose of non-resident CGT (see above).

The Government has also announced that where UK dwellings
ĐŽŶƟŶƵĞ�ƚŽ�ďĞ�ŚĞůĚ�ƚŚƌŽƵŐŚ�ĂŶ�Žǀ ĞƌƐĞĂƐ�ĐŽŵƉĂŶǇ�, D Z��ǁ ŝůů�
require expanded powers to impose IHT directly on the property
or on the legal owners of the property when it is sold. The
Government has confirmed that it does not now propose to 
impose liability on the directors of companies which hold such
ƉƌŽƉĞƌƟĞƐ�ĂŶĚ�ĂůƚĞƌŶĂƟǀ Ğ�ĂƉƉƌŽĂĐŚĞƐ�ĂƌĞ�ƵŶĚĞƌ�ĐŽŶƐŝĚĞƌĂƟŽŶ�ƚŽ�
ensure that the IHT charge can be enforced.

New IHT charges for lenders and borrowers

/ŶŝƟĂůůǇ�ƚŚĞ�' Žǀ ĞƌŶŵĞŶƚ�ƉƌŽƉŽƐĞĚ�ƚŚĂƚ�ůŽĂŶƐ�ďĞƚǁ ĞĞŶ�ƉĞŽƉůĞ�
connected with each other should no longer be used to achieve a
ĚĞĚƵĐƟŽŶ�ĨƌŽŵ�ƚŚĞ�ǀ ĂůƵĞ�ŽĨ�h<�ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƚǇ�ĨŽƌ�/, d�
purposes. In December 2016 the Government published
unexpected new proposals for loans which may apply even where
the lender is unconnected with the borrower. These proposals
ǁ ĞƌĞ�ĂůƐŽ�ƚĞŵƉŽƌĂƌŝůǇ�ǁ ŝƚŚĚƌĂǁ Ŷ�ĚƵĞ�ƚŽ�ƚŚĞ�h<��ůĞĐƟŽŶ�ĂŶĚ�
reintroduced in the Finance Bill 2017 to take effect from 6 April 
2017.  Under the new proposals very significant new IHT charges 
may arise for lenders and borrowers where loans are made for the
ƉƵƌĐŚĂƐĞ͕�ŵĂŝŶƚĞŶĂŶĐĞ�Žƌ�ĞŶŚĂŶĐĞŵĞŶƚ�ŽĨ�h<�ƌĞƐŝĚĞŶƟĂů�
property to non-ĚŽŵŝĐŝůĞĚ�ŝŶĚŝǀ ŝĚƵĂůƐ͕ �ƚƌƵƐƚĞĞƐ�ŽĨ�ƐĞƩ ůĞŵĞŶƚƐ�
created by non-ĚŽŵŝĐŝůĞĚ�ƐĞƩ ůŽƌƐ͕ �ĐůŽƐĞ�ĐŽŵƉĂŶŝĞƐ�ĂŶĚ�
partnerships, The new charges are summarised as follows:

 >ŽĂŶƐ�ƚŽ�ĂĐƋƵŝƌĞ�h<�ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƚǇ�– a charge on the
lender

Loans made to a non-UK domiciled borrower to buy, maintain
Žƌ�ĞŶŚĂŶĐĞ�h<�ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƚǇ�ǁ ŝůů�ĐŽŶƟŶƵĞ�ƚŽ�ďĞ�
ĚĞĚƵĐƟďůĞ�ďǇ�ƚŚĞ�ďŽƌƌŽǁ Ğƌ�ĨŽƌ�/, d�ƉƵƌƉŽƐĞƐ�ďƵƚ�ŵĂǇ�ŶŽǁ �Őŝǀ Ğ�
rise to a charge to IHT for the lender if the lender is within the
scope of IHT (i.e. where the lender is an individual, partnership
Žƌ�Ă�ĐůŽƐĞ�ĐŽŵƉĂŶǇ�Žǁ ŶĞĚ�ďǇ�Ă�ƐŵĂůů�ŶƵŵďĞƌ�ŽĨ�ƉĂƌƟĐŝƉĂŶƚƐͿ͘��
dŚŝƐ�ĐŚĂƌŐĞ�ƉŽƚĞŶƟĂůůǇ�ĂƉƉůŝĞƐ�ƚŽ�ůŽĂŶƐ�ďǇ�Ă�ůĞŶĚĞƌ�
unconnected to the borrower, including a commercial loan
made by a Bank if the Bank is within the scope of IHT.

 ^ĞĐƵƌŝƚǇ�ƉƌŽǀ ŝĚĞĚ�ĨŽƌ�ůŽĂŶƐ�ƚŽ�ĂĐƋƵŝƌĞ�h<�ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƚǇ�
– a charge on the borrower

Assets which a non-UK domiciled borrower makes available as

security, collateral or guarantee for a loan to buy, maintain or
ĞŶŚĂŶĐĞ�h<�ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƚǇ͕�;ǁ ŚŝĐŚ�ŝƐ�ƐŽŵĞƟŵĞƐ�ŬŶŽǁ Ŷ�
as "back to back lending" and which we refer to here as
"Collateral Security") will be treated as property subject to IHT
in the hands of the borrower to the extent of the value of the
loan. This will bring within the scope of IHT foreign Collateral
Security up to the value of the loan (UK assets are already
ǁ ŝƚŚŝŶ�ƚŚĞ�ƐĐŽƉĞ�ŽĨ�/, dͿ͘�dŚĞ�ŝŵƉůŝĐĂƟŽŶƐ�ŽĨ�ƚŚŝƐ�ĂƌĞ�ĨĂƌ�
reaching.  Borrowers may have pledged significant foreign 
assets which may become subject to an IHT charge at the rate
of 40% when the borrower dies.

For example, assume X, a non-domiciled individual, purchases
Ă�h<�ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƚǇ�ĨŽƌ�άϭŵ�ǁ ŝƚŚ�ƚŚĞ�ĂƐƐŝƐƚĂŶĐĞ�ŽĨ�Ă�
£0.5m loan from Bank Y, and Bank Y requires that X makes his
property in Doha (worth £2m) available as security for the
loan. Here the property in Doha up to the value of the loan
(i.e. £0.5m) will become subject to IHT. If the loan is
outstanding on X's death, X's executors can deduct the value
of the loan outstanding from the total value of the UK
ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƚǇ�ĂŶĚ�ƚŚĞ�ƉƌŽƉĞƌƚǇ�ŝŶ��ŽŚĂ͘ ��dŚĞ�ƌĞŵĂŝŶŝŶŐ�
value will be subject to IHT. Therefore X's estate will be liable
for IHT on assets valued at £1m (being the Doha assets
equivalent to the value of the loan (£0.5m) plus the UK
ƉƌŽƉĞƌƚǇ�ǁ ŽƌƚŚ�άϭŵ�ůĞƐƐ�ƚŚĞ�ĚĞĚƵĐƟďůĞ�ůŽĂŶ�ŽĨ�άϬ͘ϱŵͿ͘�

 ZŝŐŚƚƐ�ŽĨ�ƉĂƌƟĐŝƉĂƚŽƌƐ�ŝŶ�ĐůŽƐĞ�ĐŽŵƉĂŶŝĞƐ�ĂŶĚ�ƉĂƌƚŶĞƌƐŚŝƉƐ�–
ĐŚĂƌŐĞƐ�ŽŶ�ƉĂƌƟĐŝƉĂƚŽƌƐ�ĂŶĚ�ƉĂƌƚŶĞƌƐ

ZŝŐŚƚƐ�ĂŶĚ�ŝŶƚĞƌĞƐƚƐ�ƚŚĂƚ�Ă�ƉĂƌƟĐŝƉĂƚŽƌ�ŚĂƐ�ŝŶ�Ă�ĨŽƌĞŝŐŶ�ĐůŽƐĞ�
company, or that a partner has in an offshore partnership, 
ǁ ŚŝĐŚ�ĂƌĞ�ĚŝƌĞĐƚůǇ�Žƌ�ŝŶĚŝƌĞĐƚůǇ�ĂƩ ƌŝďƵƚĂďůĞ�ƚŽ�Ă�ƌĞůĞǀ ĂŶƚ�ůŽĂŶ�
;ŝ͘Ğ͘�ƚŽ�Ă�ůŽĂŶ�ƚŽ�ďƵǇ͕�ŵĂŝŶƚĂŝŶ�Žƌ�ĞŶŚĂŶĐĞ�h<�ƌĞƐŝĚĞŶƟĂů�
property) or to the Collateral Security for such a loan will now
come within the scope of IHT.

The main residence nil rate band

Each individual currently has a maximum basic nil rate band
amount of £325,000. This is the amount which is chargeable to
IHT at 0%.

Changes introduced by the Finance Act 2015:

/ŶĚŝǀ ŝĚƵĂůƐ�ǁ ŚŽ�ĚŝĞ�ŽŶ�Žƌ�ĂŌĞƌ�ϲ��Ɖƌŝů�ϮϬϭϳ �ǁ ŝůů�ďĞ�ĂďůĞ�ƚŽ�ďĞŶĞĮ ƚ�
ĨƌŽŵ�ĂŶ�ĂĚĚŝƟŽŶĂů�Ŷŝů�ƌĂƚĞ�ďĂŶĚ�– a main residence nil rate band
("RNRB") provided they leave their interest in their home to their
ĚŝƌĞĐƚ�ĚĞƐĐĞŶĚĂŶƚƐ͘ �/Ŷ�ĂĚĚŝƟŽŶ͕ �ŝƚ�ǁ ŝůů�ďĞ�ƉŽƐƐŝďůĞ�ƚŽ�ƚƌĂŶƐĨĞƌ�ĂŶǇ�
unused RNRB to a surviving spouse or civil partner, where the
ƐƵƌǀ ŝǀ ŝŶŐ�ƐƉŽƵƐĞ�Žƌ�Đŝǀ ŝů�ƉĂƌƚŶĞƌ�ĚŝĞƐ�ŽŶ�Žƌ�ĂŌĞƌ�ϲ��Ɖƌŝů�ϮϬϭϳ ͘

If the deceased had an interest in more than one dwelling, their
ƉĞƌƐŽŶĂů�ƌĞƉƌĞƐĞŶƚĂƟǀ ĞƐ�ǁ ŝůů�ďĞ�ĂďůĞ�ƚŽ�ŶŽŵŝŶĂƚĞ�ƚŽ�, �D �
Revenue and Customs which dwelling should benefit from the 
RNRB (provided it had been occupied by the deceased at some
point).

The RNRB will be £100,000 for 2017/18, increasing in stages to
£175,000 in 2020-21.
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There is also a tapered withdrawal of the RNRB where the value of
the deceased's estate is £2 million or more.

The Finance Bill 2016 includes a provision which covers the
ƐŝƚƵĂƟŽŶ�ǁ ŚĞƌĞ�ŝŶĚŝǀ ŝĚƵĂůƐ�ΗĚŽǁ ŶƐŝǌĞΗ�ďƵƚ�ƐƟůů�ůĞĂǀ Ğ�ƚŚĞŝƌ�ĂƐƐĞƚƐ�
ƚŽ�ůŝŶĞĂů�ĚĞƐĐĞŶĚĂŶƚƐ͘ ��dŚĞ�ĚƌĂŌ�ƉƌŽǀ ŝƐŝŽŶƐ�ƉƌŽǀ ŝĚĞ�ƚŚĂƚ�ĂŶ�
ĂĚĚŝƟŽŶĂů�ZE Z��ĐĂŶ�ďĞ�ĐůĂŝŵĞĚ�ǁ ŚĞŶ�ƚŚĞ�ĚĞĐĞĂƐĞĚ�ΗĚŽǁ ŶƐŝǌĞĚΗ�
Žƌ�ƐŽůĚ�Ăůů�ŚŝƐͬ ŚĞƌ�ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƚǇ�ĂŌĞƌ�ϴ�:ƵůǇ�ϮϬϭϱ�ĂŶĚ�ƐŽŵĞ�
ƉĂƌƚ�ŽĨ�ƚŚĞ�ĚĞĐĞĂƐĞĚΖƐ�ĞƐƚĂƚĞ�ŝƐ�ůĞŌ�ƚŽ�Ă�ůŝŶĞĂů�ĚĞƐĐĞŶĚĂŶƚ͘ ��dŚĞ�
ŵĂŝŶ�ZE Z��ƵƐĞĚ�ĂŶĚ�ƚŚĞ�ĂĚĚŝƟŽŶĂů�ZE Z��ƵƐĞĚ�ƚŽŐĞƚŚĞƌ�ǁ ŝůů�ŶŽƚ�
exceed the total RNRB that would have been available if the
ĚĞĐĞĂƐĞĚ�ŚĂĚ�ŶŽƚ�ĚŽǁ ŶƐŝǌĞĚ�Žƌ�ƐŽůĚ�ŚŝƐͬ ŚĞƌ�ƌĞƐŝĚĞŶƟĂů�ƉƌŽƉĞƌƚǇ͘��
Estates valued at over £2 million will suffer from the tapered 
ǁ ŝƚŚĚƌĂǁ Ăů�ŽĨ�ƚŚĞ�ĂĚĚŝƟŽŶĂů�ZE Z�͘ ��

Stamp Duty Land Tax

SDLT has undergone significant changes which affect both UK and 
non-UK residents.

New system

hƉ�ƵŶƟů�ϰ��ĞĐĞŵďĞƌ�ϮϬϭϰ�̂ �>d�ǁ ĂƐ�ĐŚĂƌŐĞĚ�Ăƚ�Ă�ƐŝŶŐůĞ�ƌĂƚĞ�ŽŶ�
ƚŚĞ�ĨƵůů�ĂŵŽƵŶƚ�ŽĨ�ƚŚĞ�ĐŚĂƌŐĞĂďůĞ�ĐŽŶƐŝĚĞƌĂƟŽŶ͘ ��t ŝƚŚ�Ğī ĞĐƚ�ĨƌŽŵ�
4 December 2014 the Government introduced a new
"progressive" system which applies to purchases of UK dwellings.
Under the new system SDLT is charged at increasing rates for each
ƉŽƌƟŽŶ�ŽĨ�ƚŚĞ�ĐŽŶƐŝĚĞƌĂƟŽŶ�ĨĂůůŝŶŐ�ǁ ŝƚŚŝŶ�ĞĂĐŚ�ƌĂƚĞ�ďĂŶĚ͘ �dŚŝƐ�
results in an SDLT saving for the buyers of dwellings up to
£937,500 and in a higher SDLT bill if dwellings are worth over that

amount. The following rates apply:

Purchases by corporate entities

The above rates do not apply to purchases of UK dwellings worth
Žǀ Ğƌ�άϱϬϬ͕ϬϬϬ�ďǇ�ĐŽƌƉŽƌĂƚĞ�ďŽĚŝĞƐ�ĨŽƌ�ŽĐĐƵƉĂƟŽŶ�ďǇ�ƚŚĞ�
shareholder or family members. Since 21 March 2012 such
purchasers have paid SDLT at a higher single rate of 15% on
ƉƵƌĐŚĂƐĞƐ�ŽĨ�Ěǁ ĞůůŝŶŐƐ�Žǀ Ğƌ�Ă�ĐĞƌƚĂŝŶ�ǀ ĂůƵĞ�;ŝŶŝƟĂůůǇ�άϮ�ŵŝůůŝŽŶ͕ �
reduced to £500,000 with effect from 20 March 2014) and this 
ƌƵůĞ�ĐŽŶƟŶƵĞƐ�ƚŽ�ĂƉƉůǇ͘��

Purchases of additional dwellings

Another change came into force on 1 April 2016. Higher rates of

SDLT have been introduced on purchases of a dwelling by a
company or where purchased by an individual (directly or
ƚŚƌŽƵŐŚ�Ă�ŶŽŵŝŶĞĞ�ĐŽŵƉĂŶǇͿ�ŝĨ�ƚŚŝƐ�ŝƐ�ŽĨ�ĂŶ�ĂĚĚŝƟŽŶĂů�Ěǁ ĞůůŝŶŐ�
such as a second home or buy-to-let property for a chargeable
ĐŽŶƐŝĚĞƌĂƟŽŶ�ŽĨ�άϰϬ͕ϬϬϬ�Žƌ�ŵŽƌĞ͘ A dwelling already owned by
the individual anywhere in the world is taken into account in
determining whether the dwelling being purchased is an
ĂĚĚŝƟŽŶĂů�Ěǁ ĞůůŝŶŐ͘

The higher rates are as follows (3 percentage points above

ŶŽƌŵĂů�̂ �>d�ƌĞƐŝĚĞŶƟĂů�ƌĂƚĞƐͿ͗�

The higher rates do not apply if the dwelling is purchased as a
replacement of the individual's main residence. Where the
ƌĞƐŝĚĞŶĐĞ�ǁ ŚŝĐŚ�ŝƐ�ďĞŝŶŐ�ƌĞƉůĂĐĞĚ�ŝƐ�ƐŽůĚ�ĂŌĞƌ�ƚŚĞ�ƉƵƌĐŚĂƐĞ�ŽĨ�
ƚŚĞ�ƌĞƉůĂĐĞŵĞŶƚ�Ěǁ ĞůůŝŶŐ�ŝƚ�ǁ ŝůů�ƐƟůů�ďĞ�ŶĞĐĞƐƐĂƌǇ�ƚŽ�ƉĂǇ�̂ �>d�Ăƚ�
higher rates and claim a refund at a later stage.

Filing and payment

�ƵƌƌĞŶƚůǇ�ƚŚĞ�ƉƵƌĐŚĂƐĞƌ�ŚĂƐ�ϯϬ�ĚĂǇƐ�ĨƌŽŵ�ĐŽŵƉůĞƟŽŶ�ƚŽ�Į ůĞ�ƚŚĞ�
SDLT return and pay the tax due.

New Statutory Test of Residence

A new statutory test of residence was introduced with effect 
from 5 April 2013 and you should ensure that all of your
financial and tax planning arrangements take account of the 
new rules.

Domicile rules

The Government has announced a number of reforms to the
ƚĂǆĂƟŽŶ�ŽĨ�ŝŶĚŝǀ ŝĚƵĂůƐ�ǁ ŚŽ�ĂƌĞ�ŶŽƚ�ĚŽŵŝĐŝůĞĚ�ŝŶ�ƚŚĞ�h<�ǁ ŚŝĐŚ�
will take effect from 6 April 2017. It is proposed that:  

1. Born in the UK with UK domicile of origin.

An individual who was born in the UK with a UK domicile of
origin, but acquires a domicile of choice elsewhere, will be
treated as deemed UK domiciled for all tax purposes for any
tax year during which they are resident in the UK. A period
of grace is allowed in respect of IHT where an individual
with a UK domicile of origin will be deemed domiciled and
charged to IHT for years of UK residence only where they

Ownership of UK dwellings by non-UK domiciliaries

Property or lease premium or transfer value SDLT rate

Up to £125,000 Zero

dŚĞ�ŶĞǆƚ�άϭϮϱ͕ ϬϬϬ�;ƚŚĞ�ƉŽƌƟŽŶ�ĨƌŽŵ�άϭϮϱ͕ ϬϬϭ���
to £250,000)

2%

dŚĞ�ŶĞǆƚ�άϲϳ ϱ͕ ϬϬϬ�;ƚŚĞ�ƉŽƌƟŽŶ�ĨƌŽŵ�άϮϱϬ͕ϬϬϭ�
to £925,000)

5%

dŚĞ�ŶĞǆƚ�άϱϳ ϱ͕ ϬϬϬ�;ƚŚĞ�ƉŽƌƟŽŶ�ĨƌŽŵ�άϵϮϱ͕ ϬϬϭ�
to £1.5 million)

10%

dŚĞ�ƌĞŵĂŝŶŝŶŐ�ĂŵŽƵŶƚ�;ƚŚĞ�ƉŽƌƟŽŶ�ĂďŽǀ Ğ�άϭ͘ ϱ�����
million)

12%

Property or lease premium or transfer
value

SDLT rate

Up to £125,000 3%

dŚĞ�ŶĞǆƚ�άϭϮϱ͕ ϬϬϬ�;ƚŚĞ�ƉŽƌƟŽŶ�ĨƌŽŵ�άϭϮϱ͕ ϬϬϭ�
to £250,000)

5%

dŚĞ�ŶĞǆƚ�άϲϳ ϱ͕ ϬϬϬ�;ƚŚĞ�ƉŽƌƟŽŶ�ĨƌŽŵ�άϮϱϬ͕ϬϬϭ�
to £925,000)

8%

dŚĞ�ŶĞǆƚ�άϱϳ ϱ͕ ϬϬϬ�;ƚŚĞ�ƉŽƌƟŽŶ�ĨƌŽŵ�άϵϮϱ͕ ϬϬϭ�
to £1.5 million)

13%

dŚĞ�ƌĞŵĂŝŶŝŶŐ�ĂŵŽƵŶƚ�;ƚŚĞ�ƉŽƌƟŽŶ�ĂďŽǀ Ğ���
£1.5 million)

15%
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have been resident in the UK in at least one out of the
previous two tax years.

2. Deeming UK domicile for long term residents.

An individual who has been resident in the UK for at least 15
out of the past 20 tax years will be treated as deemed UK
domiciled for all UK tax purposes. Therefore, from the 16th
tax year of residence in the UK, a foreign domiciliary will
ďĞĐŽŵĞ�ĚĞĞŵĞĚ�h<�ĚŽŵŝĐŝůĞĚ�;ƐŽ�ĂŶ�ŝŶĚŝǀ ŝĚƵĂů�ĐŽŶƟŶƵŽƵƐůǇ�
UK resident since 2002/3 will become deemed domiciled from
ϲ��Ɖƌŝů�ϮϬϭϳ ͘ ��/Ŷ�ĐĂůĐƵůĂƟŶŐ�ƚŚĞ�ϭϱ�ƚĂǆ�ǇĞĂƌƐ�ŽĨ�h<�ƌĞƐŝĚĞŶĐĞ͕�
any tax year during which the individual was under 18 will be
included.

IHT tax tail - If a foreign domiciliary who is deemed UK
domiciled leaves the UK they will lose deemed domicile status
for the purpose of IHT at the start of the fourth tax year of non
-residence.

Income tax and CGT tax tail - For income tax and CGT a six year
period of non-ƌĞƐŝĚĞŶĐĞ�ŝƐ�ƌĞƋƵŝƌĞĚ�ďĞĨŽƌĞ�ƚŚĞ�ƌĞŵŝƩ ĂŶĐĞ�
basis can be claim on return to the UK.

It should be noted that the new deemed domicile provisions will
apply for tax purposes only, and will not affect the individual's 
ĚŽŵŝĐŝůĞ�ƐƚĂƚƵƐ�ĨŽƌ�ŽƚŚĞƌ�ƉƵƌƉŽƐĞƐ͕ �ƐƵĐŚ�ĂƐ�ƚŚĞ�ĂƉƉůŝĐĂƟŽŶ�ŽĨ�
succession rules. Also the domicile status of parents under these
new deeming rules will not apply to their children whose domicile
status will be separately assessed.

The Government has also confirmed that UK resident non-
domiciliaries will be allowed to treat the base cost of their
personally held foreign assets as the market value of the asset as
at 6 April 2017 for CGT purposes. Rebasing will not be available
ĨŽƌ�ŝŶĚŝǀ ŝĚƵĂůƐ�ǁ ŚŽ�ďĞĐŽŵĞ�ĚĞĞŵĞĚ�ĚŽŵŝĐŝůĞĚ�ĂŌĞƌ��Ɖƌŝů�ϮϬϭϳ �Žƌ�
who become deemed domiciled because they were born in the UK
with a UK domicile of origin and then become UK resident.

Income tax

Non-UK residents are liable to income tax on their UK source
ŝŶĐŽŵĞ͘��, Žǁ Ğǀ Ğƌ͕�h<�ƚĂǆ�ůŝĂďŝůŝƟĞƐ�ĨŽƌ�ŶŽŶ-UK residents are
limited.

A non-UK resident individual or company which owns any type of
ƉƌŽƉĞƌƚǇ�ŝŶ�ƚŚĞ�h<�;ƌĞƐŝĚĞŶƟĂů�Žƌ�ĐŽŵŵĞƌĐŝĂůͿ�ǁ ŚŝĐŚ�ŝƐ�ƌĞŶƚĞĚ�ŽƵƚ͕ �
will be liable to income tax on the rental income received (less any
ĚĞĚƵĐƟďůĞ�ĞǆƉĞŶƐĞƐͿ͘

For an individual, the rate of tax depends on his or her total
income in the UK during a tax year. For the 2017/18 tax year the
income tax rate for rental income up to £33,500 is 20%, the rate
from £33,501 is 40% and the rate above £150,000 is 45%.

/Ĩ�ǇŽƵ�ĂƌĞ�Ă�ĐŝƟǌĞŶ�ŽĨ�Ă��ƵƌŽƉĞĂŶ��ĐŽŶŽŵŝĐ��ƌĞĂ�ĐŽƵŶƚƌǇ�
;ŝŶĐůƵĚŝŶŐ��ƌŝƟƐŚ�ƉĂƐƐƉŽƌƚ�ŚŽůĚĞƌƐͿ�Žƌ�ǇŽƵ�ŚĂǀ Ğ�ǁ ŽƌŬĞĚ�ĨŽƌ�ƚŚĞ�h<�
' Žǀ ĞƌŶŵĞŶƚ�Ăƚ�ĂŶǇ�ƟŵĞ�ĚƵƌŝŶŐ�ƚŚĞ�ƚĂǆ�ǇĞĂƌ�ǇŽƵ�ǁ ŝůů�ďĞŶĞĮ ƚ�ĨƌŽŵ�
the Personal Allowance of tax free UK income. The standard
Personal Allowance for 2017/18 is £11,500. The Personal

Allowance decreases by £1 for every £2 of income above
£100,000.  You may also benefit from a Personal Allowance 
under the terms of a Double-dĂǆĂƟŽŶ��ŐƌĞĞŵĞŶƚ͘

The rate of income tax for a company is 20%.

A non-UK resident landlord will need to apply to HMRC so that
HMRC can authorise the tenant to pay the rent gross (i.e.
ǁ ŝƚŚŽƵƚ�ĚĞĚƵĐƟŶŐ�ƚĂǆͿ͘��dŚŝƐ�ĂƵƚŚŽƌŝƐĂƟŽŶ�ŝƐ�ƌŽƵƟŶĞůǇ�Őŝǀ ĞŶ�
upon the landlord undertaking to file tax returns in respect of 
the rent. (This procedure is known as the non-resident landlord
scheme.)

Conclusion

If you are a non-domiciled individual who owns dwellings in the
UK you should seek advice on the way you structure your
property holding arrangements and also the succession of your
ƉƌŽƉĞƌƚǇ�ĚƵƌŝŶŐ�ůŝĨĞƟŵĞ�Žƌ�ŽŶ�ĚĞĂƚŚ�ƚŽ�ƚĂŬĞ�ĂĐĐŽƵŶƚ�ŽĨ�ƚŚĞ�
ƐŝŐŶŝĮ ĐĂŶƚ�ƌĞĐĞŶƚ�ĐŚĂŶŐĞƐ�ŝŶ�ƚŚĞ�h<�ƚĂǆ�ůĞŐŝƐůĂƟŽŶ�ĂŶĚ�ƚŚĞ�
proposed future reforms.

In view of the reforms non-domiciled individuals who wish to
invest in UK property in future may wish to consider the
ƉŽƐƐŝďŝůŝƚǇ�ŽĨ�ŝŶǀ ĞƐƟŶŐ�ŝŶ�ĐŽŵŵĞƌĐŝĂů�ƉƌŽƉĞƌƚǇ�ĨŽƌ�ǁ ŚŝĐŚ�ƚŚĞ�h<�
ƚĂǆ�ůŝĂďŝůŝƟĞƐ�ĂƌĞ�ůĞƐƐ�ŽŶĞƌŽƵƐ͘



This publication is not a substitute for detailed advice on specific transactions and should not be taken as providing legal advice on any of the topics discussed.
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