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In Brief 
Despite a Budget Day promise 

supporting its introduction at the 

earliest opportunity, the Government 

today confirmed that the introduction 

of the UK’s proposed statutory 

residence test would be deferred until 

April 6, 2013. 

Whilst we are naturally disappointed 

that the present uncertainty on UK 

residence status is to continue for 

another UK tax year, we welcome the 

fact that the delay will offer an 

opportunity for the proposals to be fine 

tuned. 

Other reforms to non-domiciled 

taxation are to go ahead and will come 

into effect from April 6, 2012.   

Statutory residency test 
The response level to the consultation 

document was extremely high and the 

original timescale for the introduction 

of the law was very tight, so the delay is 

unsurprising. Many aspects of the 

proposals were unclear in the original 

consultation. For example, there was no 

definition of “home” which was key to 

both the residence and ordinarily 

residence tests. The responses may 

have given HM Treasury food for 

thought on this and many other areas. 

The major criticism of the original 

proposals was that they were based on 

the pre existing regime rather than 

considering what sort of test might 

make the UK most competitive 

internationally. In addition, once 

resident in the UK, it could be 

extremely difficult to cease to be UK tax 

resident unless leaving the UK for full 

time employment abroad, which was to 

be subject to a new strict statutory 

definition. If the final test produced is 

one that is more likely to attract 

entrepreneurs and other internationally 

mobile individuals into the UK, it may 

be well worth the wait. 
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Ordinary residence 
One aspect that caused particular 

concern was the proposals for not 

ordinarily resident status and the 

associated relief from UK tax for 

overseas workdays. The proposals 

suggested that relief should continue to 

be based on not ordinarily resident 

status and to be linked to the 

remittance basis regime, and that it 

should apply to the tax year of arrival 

and the two subsequent tax years. The 

result would have been that someone 

arriving late during the tax year would 

have received relief for a much shorter 

period than someone arriving nearer 

the start. 

An alternative would be to introduce a 

specific expatriate tax regime running 

for a fixed period from date of arrival in 

the UK. This would have the merit of 

being far simpler and also much fairer 

and so would be more likely to make 

the UK competitive internationally. If 

the delay leads to a more considered 

regime along these lines no-one would 

argue with the delay to its introduction. 

SP1/09 and remittances 
from bank accounts 
Certain types of taxpayers are currently 

able to take advantage of a mechanism 

of simplified reporting for remittances 

to the UK where these are made from 

bank accounts complying with 

Statement of Practice 1/09 (SP1/09). 

The proposal had been to legislate 

SP1/09 in the 2012 Finance Bill, but 

this, like the statutory residence test, 

has been deferred for a year. 

While a statement of practice is less 

certain than law, we welcome the fact 

that the SP is to continue in force for a 

further year and the ongoing flexibility 

that this offers. 

Remittance basis charge 
As anticipated, the proposal to increase 

the remittance basis charge for anyone 

who has been in the UK in the longer 

term is going ahead. For anyone who 

has been resident in the UK in at least 

12 of the previous 14 UK tax years, the 

charge for claiming the remittance 

basis will increase from £30,000 to 

£50,000. This increase will apply to 

those affected from April 6, 2012. 

Encouraging business 
investment for non-
domiciles  
At present the remittance basis law 

discourages those on the remittance 

basis from investing in the UK as any 

remittance of funds to invest here 

potentially gives rise to tax liabilities. 

From April 6, 2012 it will be possible 

for remittance basis users to bring 

monies to the UK for qualifying 

investments in qualifying trading 

companies or those that invest in or 

manage the development of commercial 

property for letting.  

Foreign exchange gains 
and losses  
For UK capital gains tax (CGT) 

purposes any currency other than 

sterling is regarded as a chargeable 

asset, which has created administrative 

difficulties for any taxpayer holding 

assets in other currencies, and 

especially those with foreign currency 

bank accounts. In practice this made 

tracing remittances from foreign 

currency accounts more complex and 

could lead to inadvertent remittances of 

currency gains. 

The law is to be reformed from April 6, 

2012 so that foreign currency held in 

bank accounts will no longer be 

regarded as a chargeable asset and 
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gains on its exchange will become 

exempt from CGT. Other investments 

made in foreign currencies will not be 

affected by the reform. 

Other minor reforms 
Two minor simplifications are to be 

introduced to the remittance basis law. 

Firstly exempt property, such as 

clothes, jewellery and other assets for 

personal use are currently outside the 

remittance basis regime so long as they 

are retained, but cease to be exempt 

assets if they are sold; the law is to be 

relaxed so that the exemption can 

continue to apply. Secondly a relaxation 

in the nomination of income rules will 

be enacted so that the complex 

remittance basis ordering rules that 

apply when nominated income has 

been remitted will not apply provided 

that any remittance of nominated 

income does not exceed £10. Both 

changes will apply from April 6, 2012. 

The Bottom Line 
We are unlikely to know until the 

proposals are more advanced whether 

improvements to the statutory 

residence test will justify the delay to its 

introduction. However, it is clear that 

the Government has listened to some of 

the feedback received on the proposals 

and that is an encouraging sign. 

Other proposed reforms go some way to 

improve the lot of non-domiciled 

taxpayers living in the UK and are to be 

welcomed. Consultation continues on 

the draft law until February 10, 2012 so 

further developments may be 

anticipated.   
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