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foreign currency may ease the reporting 
position and so make the arising basis a 
more attractive option than it currently 
is for many non-domiciled long term 
UK residents. 

Encouraging business 
investment  
Again, it was announced in the Budget 
that the Government wished to 
consider alternatives that might 
encourage remittance basis users to 
invest in UK business.  At the moment 
any remittance of funds for investment 
would potentially be taxable in the UK, 
reducing the incentive for foreign 
domiciliaries to invest here. 

The current proposals suggest that 
funds brought to the UK to invest in 
trading companies or companies 
investing in the development or letting 
of commercial property should not be 
taxed as UK remittances at that stage.  
Rather, while invested and for a two 
week window following disposal of any 
investment, the funds would be outside 
the current remittance basis rules.  If 
funds are not transferred outside the 
UK within the two week window, they 
would under current proposals then 
become chargeable, although the 
Government has specifically asked for 
feedback on this aspect. 

The proposals also include particular 
anti-avoidance provisions that would, 
for example, prevent investment in a 
company holding only residential 
property in which the taxpayer was to 
live. 

Overall, the investment options are less 
restricted than might have been 
expected, with no minimum or 
maximum amounts required for 
investment and modest reporting 
requirements via the existing tax return 
process.  Obviously, some changes may 

be anticipated before the proposals are 
finalized. 

Interaction with RBC 
As expected, the consultation confirms 
that UK investment will not affect the 
level of the remittance basis charge and 
that it is not possible to offset the RBC 
with a qualifying investment.  

Simplifying the 
remittance basis 
The consultation also includes some 
proposed changes to the current 
remittance regime.  It was announced 
at Budget that no additional changes 
would then be made for the life of the 
current Parliament, which should offer 
a welcome period of stability.  

Nominated income 
At present, if income (or gains) that 
have been nominated to support the 
remittance basis charge is remitted, the 
taxpayer becomes subject to some 
punitive identification rules on the 
subsequent ordering of funds in respect 
of any future remittances made to the 
UK.  This can be particularly difficult, 
because all money in an account may be 
affected by a nomination. 

It is proposed that a de minimis should 
be introduced so that £10 of nominated 
income or gains may be remitted 
without the taxpayer becoming subject 
to the identification rules that generally 
apply to nominated income.  As these 
rules are especially complex any 
relaxation in them is to be welcomed.    

Foreign currency bank 
accounts 
Foreign currency is generally regarded 
as a chargeable asset for capital gains 
tax (CGT) purposes and this makes the 
reporting position for many expatriates 
who are paid in foreign currencies or 
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have foreign investments especially 
complex.  Many elect to be taxed on the 
remittance basis, regardless of the tax 
cost involved in doing so, to avoid the 
difficulty of reporting all relevant 
foreign currency transactions. 

It is proposed that going forward all 
amounts held in foreign currency bank 
accounts will be removed from the 
scope of CGT.  While no detail of the 
proposal is included in the document, 
this proposal has the potential to 
improve the reporting position for 
many expatriates quite significantly, 
although CGT issues will remain on 
other investments made in currencies 
other than sterling. 

Taxation of assets sold 
in the UK  
At present there is an exemption from 
the remittance basis for various assets 
brought to the UK, such as works of art 
and assets held for personal use. The 
exemption currently ceases when the 
asset is disposed of, which has created 
some issues for the sale of works of art 
in the UK.    

It is proposed that this condition 
should be relaxed, again, allowing a two 
week window for any sale proceeds to 
be sent abroad before the remittance 
basis law would apply to the monies 
received.  It is not clear if the relaxation 
would apply in other circumstances, 
such as if a personal use asset was 
stolen from the taxpayer, although this 
may become clearer during the 
consultation period.  

Statement of Practice 
1/09 (SP1/09) 
SP1/09 is a concessionary practice 
which currently allows employees who 

are resident but not ordinarily resident 
in the UK to identify the nature of funds 
remitted from a qualifying bank 
account containing predominantly 
earnings on an annualized basis. 

The Government has confirmed its 
intention to enact law to replace this 
practice and has asked for views on two 
aspects.  Firstly, it questions whether 
specific provisions are needed to 
address the position of employees 
whose resident status changes part way 
through a tax year.  It also asks whether 
it is necessary for any statutory solution 
to continue to allow proceeds of share 
transactions to be paid into accounts 
qualifying for SP1/09 treatment. 

Both questions are likely to be highly 
relevant to expatriate employees, 
although confirmation that the 
concessionary practice is to be enacted, 
as announced previously, will be 
welcomed. 

The Bottom Line 
The consultation document proposals 
are likely to mean some winners and 
some losers, but the fact that the 
Government appears to be listening to 
concerns expressed regarding the 
extreme complexity of the remittance 
basis law is encouraging.  
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For more information, please do not hesitate to contact: 

 

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

Eleanor Meredith         +44 (0) 11 7928 1021    eleanor.h.meredith@uk.pwc.com 
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