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In brief 

Today the UK Government released Finance Bill (No.2) 2013 which confirms the rules for the new 

Statutory Residence Test and the conditions for claiming overseas workday relief applying from April 6, 

2013. 

 

In detail 

Statutory Residence Test 

UK tax residence has previously 
been assessed on a combination 
of case law and guidance from 
HM Revenue & Customs. 
Beginning April 6, 2013, this 
will be replaced with a Statutory 
Residence Test (SRT). 

The SRT is structured into three 
parts:  

 tests to determine automatic 

non-residence 

 tests to determine automatic 

residence 

 tests to determine residence 

based on a combination of 

personal ties to the UK and 

days of presence. 

These three parts are considered 
in order, such that qualifying 
under one test determines the 
residence position with no 

further recourse to the 
subsequent parts. 

Some last minute changes have 
been made to the SRT to clarify 
areas of uncertainty which were 
raised during the consultation 
process. 

Full time work abroad 

One of the ways that an 
individual can be regarded as 
non-UK resident is by working 
full time abroad. In order to 
establish full time work abroad, 
it will be necessary to show an 
average 35 hour work week 
using complex rules.   

Employees with unusual work 
patterns (for example oil rig 
workers) will need to keep 
accurate and detailed records to 
establish that the test is met. 

A similar test is applied to 
individuals coming to the UK to 
determine whether they will be 
regarded as resident in the UK. 

This additional complexity will 
make it even more important 
that individuals and employers 
understand what records they 
need to keep in order to assess 
the UK residence position. 

Overseas workday relief 

Non-UK domiciled individuals 
will be able to claim relief on 
those earnings which relate to 
non-UK workdays for up to 
three years regardless of their 
intended length of stay (subject 
to some further conditions). 

There have been no substantial 
changes to the rules already 
released. 

Those already claiming overseas 
workday relief can continue to 
do so but based on the old rules 
where future intentions remain 
a determining factor.
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Importantly, individuals wanting to 
claim the relief will in most situations 
need to open a new bank account (and 
nominate it) on arrival in the UK to 
ensure they can claim the relief by 
preventing excessive remittances to 
the UK. This marks a change from 
previous practice. 

Anti-avoidance rules 

The Finance Bill extends the anti-
avoidance rules to tax individuals who 
are temporarily non-resident on their 
year of return to the UK on certain 
types of income and gains.  Employees 
who may need to return within 5 years 
of breaking UK tax residence will need 
to take advice to ensure they will not 
fall foul of these rules.

The takeaway 

It is more important than ever for 
employees to get professional tax 
advice before they arrive in the UK or 
after they leave to make an 
assessment of their residence. 
Employers and employees must 
understand the records and 
information needed to make an 
accurate assessment of residence. 

The SRT is likely to result in more 
individuals remaining or becoming 
UK tax resident. Where it is not 
possible to use a tax treaty to protect 
an employee from UK tax, this could 
result in higher tax costs than 
anticipated.

Moreover, these rules coincide with 
the Real Time Information (RTI) 
system for payroll withholding (PAYE) 
purposes.  Assessing residence will 
therefore make the operation of PAYE 
via RTI even more complex. 

Structuring bank accounts early is 
now crucial to ensure that individuals 
coming to the UK can claim relief 
from UK income tax on earnings from 
workdays outside the UK. 

For employers, overseas workday 
relief is a key part of budgeting for 
assignments, either in assessing the 
right levels of compensation to pay or 
where tax equalisation programmes 
are used. 

 

 

 
 

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 

 Ben Wilkins 
+44 (0) 20 7212 4096 
ben.wilkins@uk.pwc.com 
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