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In brief 

The unexpected snap UK general election in June 2017 meant that only a limited number of measures 

were enacted into Finance Act 2017.   Notably, for globally mobile employees and their employers, draft 

provisions dropped from Finance Act 2017 included rules to introduce a deemed domicile status for all 

tax purposes from April 6, 2017, together with the opportunity for many non-domiciled individuals to 

‘tidy up’ their offshore bank accounts.   

However, the UK government has now confirmed that where omitted provisions were due to commence 

from April 6, 2017 (including the deemed non-domicile and account cleansing provisions referred to 

above), this will remain the case albeit with some technical adjustments/additions to make sure the 

legislation functions correctly. The draft provisions will be included in Finance Bill (No.2) 2017, which 

will be published in September 2017, shortly after the UK Parliament returns from its summer recess.  To 

provide some certainty, the UK government has published, in advance, certain draft provisions. 

Globally mobile employees and their employers will welcome the relative certainty these announcements 

bring, particularly where they had already taken actions on the basis that the changes would apply from 

April 6, 2017. 

 

In detail 

What’s been published? 

The most important update for 
employers of globally mobile 
populations is the publication of 
draft legislation in relation to 
deemed domicile and the 
cleansing of overseas mixed 
fund bank accounts. 

Deemed domicile 

The draft legislation deems 
certain individuals to be UK 
domiciled (being those non-

domiciled persons resident in 
the UK for 15 out of the previous 
20 tax years and also UK 
resident individuals born in the 
UK with a UK domicile of 
origin) for all tax purposes. 

As noted above, it remains the 
UK government’s intention that 
the new rules will apply from 
April 6, 2017.  For those 
individuals deemed to be UK 
domiciled under the new rules, 
they will no longer be able to 
elect to be taxed in the UK on 

the remittance basis. They will 
be taxed on worldwide income 
and capital gains and 
inheritance tax will be due on 
worldwide assets. 

Cleansing of overseas mixed 
fund bank accounts 

Also published are draft 
provisions to provide many non-
domiciled individuals (other 
than UK resident individuals 
born in the UK with a UK 
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domicile of origin) a two year window 
(tax years 2017/2018 and 
2018/2019)  to ‘tidy up’ any mixed 
funds held in overseas bank accounts. 

This should allow qualifying non-
domiciles taxed on the remittance 
basis to access and remit non-taxable 
funds which had previously been 
trapped under existing ‘mixed fund’ 
rules. 

The draft legislation published by the 
UK government includes a new 
change to enable those taking 
advantage of the account cleansing 
rules to cleanse pre-April 2008 funds 
they hold in overseas bank accounts, 
where relevant.     

What hasn’t yet been published? 

The UK government has only 
published draft legislation in relation 
to provisions which were due to 
commence as from April 6, 2017 or 
some other point before the 
introduction of the forthcoming 
Finance (No.2) Bill.  

In the case of other policies already 
announced, the government has 

confirmed they will also be included in 
that Bill.    

Dividend allowance 

We expect, therefore, that the 
provision to reduce the tax-free 
dividend allowance from £5,000 to 
£2,000 per year will be included, 
although it is not clear whether this 
will apply from April 6, 2018, as 
originally intended.     

Making Tax Digital (MTD)  

The UK government has announced, 
however, that mandatory MTD is 
generally to be deferred until at least 
2020.  

Under the previous 
announcements,  unincorporated 
businesses and landlords with an 
annual turnover of less than the VAT 
threshold (e.g., many UK outbound 
employees are letting their UK homes) 
were due to be required to manage 
their affairs digitally and send 
quarterly updates to the UK tax 
authorities from April 2019. Similar 
MTD requirements for those above 

the VAT threshold were due to take 
effect from April 2018. 

The timetable has now been adjusted 
so that only businesses with an annual 
turnover above the VAT threshold will 
need to keep digital records and then 
only for VAT purposes, from 2019. 
Businesses will not be required to 
keep digital records, or to update 
HMRC quarterly, for other taxes until 
at least 2020. 

The takeaway 

The publication of the new draft 
provisions provides some welcome 
clarity around the scope of the new 
legislation and when it is due to take 
effect. This will likely be particularly 
welcomed by globally mobile 
employees/employers who have 
already taken action based on 
previous announcements and who 
may have suffered if the changes were 
not brought in from April 6, 2017.    

Conversely, however, retaining the 
same implementation date does mean 
that others who have not taken any 
necessary steps have a smaller 
window of opportunity to do so.
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