
Domicile Tax Changes

The headlines over recent months surrounding the
changes in tax rules for non domiciled taxpayers or
‘non doms’ are only important to a wealthy few in 
London and our other major cities aren’t they …..? 
Perhaps not ; the changes are wider reaching than
you would expect and could affect many on low
incomes, employees and others in our area.

Firstly, what is domicile ? The easiest way to
describe this complex legal concept is the place
where you belong in the world, it is usually the
country which you would consider your real or
permanent home. A domicile is usually acquired at
birth from your father and to determine a person’s 
domicile it is therefore necessary to consider the
family history. If you (or your father) originate from
or were born outside the UK, you may be
considered a ‘non dom’ for tax purposes. This 
status applies to millions of people in the UK and
the number grows with every new wave of
migrants.

A ‘non dom’ can achieve many tax breaks such as 
overseas rental and investment income, certain
overseas earnings and also gains on disposals of
overseas assets, can in the correct circumstances
be exempted from UK tax provided they are not
brought into the UK. This is what is known as ‘the 
remittance basis’. Additional breaks are available
in respect of Inheritance Tax.

So what do the changes mean if you are ‘non dom’ 
? The new rule is that if you have lived in the UK
for more than seven years you will have to pay an
annual levy of £30,000 to use

the remittance basis or alternatively pay UK tax on
your overseas income sources and gains from 6th

April 2008.

This is likely to be beneficial only for the mega rich
but there is a second situation which will be far
more common. ‘Non doms’ who have£2,000 or
more of overseas income have a tax decision to
make regardless of how long they have been in the
UK - either give up their UK tax personal allowance
(currently £6,035) and opt for the remittance basis
(which must be claimed) or declare and pay UK
tax on the overseas income. The best option to
choose will depend on individual circumstances.
Many ‘non doms’ may therefore be facing an 
increased burden, both in terms of completing tax
forms and paying larger tax liabilities.

And what of employers? Many businesses in the
area will be employing migrant workers, some of
whom could have earnings or other income
sources such as rent or other investment income
‘back home’ and will be affected by the new rules. 
Have businesses considered the tax position of
their employees? Do the coding notices they are
operating to calculate tax on wages include
personal allowances and is this correct? This is an
area likely to be targetted by H M Revenue and
Customs and perhaps business owners would be
well advised to address the issue to avoid coming
under scrutiny or having a workforce disgruntled by
tax bills and problems.

The new ‘non dom’ rules go far beyond the 
headline grabbing mega rich and in our ever more
culturally diverse region, there are many
individuals and businesses who should be
considering taking detailed tax advice.
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