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In brief 

The UK Government has announced amendments to the Finance Bill (No.2) 2013 that puts an end to 

months of uncertainty about when an individual is treated as being resident in the UK. 

 

In detail 

Statutory residence test  

The statutory residence test 
determines if an individual is 
regarded as resident or non-
resident for a particular tax 
year. However it is also 
important to have clear rules 
that determine when an 
individual can “split” a tax year 
so that they are not subjected to 
tax for the entire year in 
situations where they may arrive 
or depart the UK part way 
through a tax year. 

Proposed amendments to the 
Finance Bill seem to provide 
clarity to such situations. 

Individuals leaving the UK 

There are three situations where 
an individual can be treated as 
non resident from the moment 
they leave the UK. These are: 

 Starting full time work 

abroad (FTWA) (case 1) 

 Accompanying  a partner 

starting FTWA (case 2) 

 Ceasing to have a home in 

the UK (case 3) 

A person who falls into more 
than one of these situations 
(cases) must split the tax year at 
the point they meet case 1 if 
applicable, then case 2, and then 
case 3. This priority order helps 
employers who send workers 
abroad to identify the necessary 
dates needed for compliance. 

Example: 

Mrs. X leaves the UK on June 1, 
2013 to work overseas but her 
husband and family remain in 
the UK to finish the school term 
joining Mrs X on July 1. 

Mrs. X could fall into both case 1 
and case 3, but case 1 is given 
priority and therefore she is 
treated as non resident from 
June 1, 2013. 

The priority order will not suit 
every individual but they will, in 
most cases, provide a 
satisfactory outcome for 
employees leaving the UK to 
work abroad. 

Individuals arriving or 

returning to the UK 

There are five situations where 
an individual can split the tax 
year and be treated as resident 
from the point they “arrive” in 
the UK. These are: 

 Disposing of other homes 

outside the UK and starting 

to have an only home in the 

UK (case 4) 

 Starting full time work in the 

UK (case 5) 

 Ceasing FTWA (case 6) 

 Accompanying a partner to 

the UK who ceases to have 

FTWA (case 7) 
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 Starting to have a home in the UK 

(case 8) 

Generally, people may meet the 
conditions of more than one of these 
five cases when they come to the UK. 
When that happens the following 
order is used: 

 Case 6 takes priority over the other 

cases. However, if case 5 occurs 

before case 6, then case 5 takes 

priority over case 6. 

 Case 7 then applies 

 Then the earliest of case 4, 5 and 8 

Note – case 6 only applies when the 
individual has been a UK tax resident 
in one of the previous four tax years 
and was non-resident under the 
FTWA criteria in the previous tax 
year. 

Example:  

Mr. Y leaves employment with his 
current employer in Italy on June 1, 
2013. He leaves Italy and travels back 
to the UK on July 1, living in rented 
accommodation from that date. He 
finds work in the UK on August 1, 
2013.  

Mr. Y could fulfil the conditions of 
cases 4, 5, 6 and 8. If Mr Y has been 
resident in the UK in one of the 
previous four tax years, he will be 
treated as resident from June 1, 2013.  

If he has not, then the earliest of cases 
4, 5 and 8 will apply. Case 8 occurs 
first (acquiring a new home in the UK) 
and therefore he must split the year 
from July 1, 2013. 

The takeaway 

When dealing with complex arrival 
cases, it may be important for globally 
mobile employees and their employers 
to seek professional advice to establish 
when residence is treated as starting 
and when withholding obligations 
arise on employment income. The 
rules are designed in a way such that 
an individual may be treated as 
resident or non-resident at a point 
which is different from when they 
actually arrive or leave the UK. The 
resulting impact must be recognised 
and understood. The interaction with 
overseas tax jurisdictions and double 
taxation treaties may also need to be 
considered.  

 

 

 
 

 

 

 

 

 

Let’s talk   

For a deeper discussion of how these issues might affect your business, please contact the following representatives from 

PwC United Kingdom: 
 

John White 
+44(0) 207 804 1579  
john.white@uk.pwc.com 

Mike J Haynes 
+44 (0) 207 212 5974 
mike.j.haynes@uk.pwc.com 
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Solicitation 

This content is for general information purposes only, and should not be used as a substitute for consultation with professional advisors. 
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