
 

 

 

 

BRIEFING NOTE 

May 2018 

The UK tax regime for individuals who were born in the UK with a UK Domicile of Origin who return 
to the UK has changed even if such an individual has acquired a Domicile of Choice overseas. 
 
The new rules introduced in Finance (No.2) Act 2017 were implemented with effect from 6 April 
2017 (the “Effective Date”) and affect all Formerly Domiciled Residents (“FDRs”).  This is in 
addition to the rule (the “Fifteen Year Rule”) affecting long-term residents, i.e. those who have 
been UK resident in at least 15 of the immediately preceding 20 tax years who will also be deemed 
domiciled for all tax purposes from the Effective Date. 
 
1. Are you a FDR who is currently UK resident? 
 
If so, you will be deemed domiciled in the UK for all tax purposes.  This will not affect an 
individual’s domicile under general principles, but will affect individuals for Income Tax (“IT”) 
Capital Gains Tax (“CGT”) and Inheritance Tax (“IHT”) purposes so FDRs when so resident will be 
taxed in the same way as anyone domiciled and resident here. i.e. on worldwide income and gains 
on an arising basis with their worldwide estate subject to IHT.  There is a period of grace for IHT 
purposes only if the individual was not UK resident in either of the preceding two years.  The 
period of grace does not apply for IT and CGT purposes, so from the Effective Date a FDR will 
acquire a deemed UK domicile for IT and CGT purposes as soon as they become resident. 
 
Any Estate Planning undertaken on the basis of your non UK domicile status should be reviewed 
as a matter of urgency. 
 
2. What about overseas trust structures with FDR settlors? 
 
The non-resident trust and company anti avoidance provisions for IT and CGT will apply to the 
income and gains of foreign trusts and companies with an FDR Settlor in exactly the same way as 
they do for a Settlor who is actually resident and domiciled here.  In addition, any trust of which an 
FDR is a Settlor will be denied “excluded property status” for as long as the Settlor remains UK 
resident.  This could have severe consequences with the Trust falling into the Ten Yearly and Exit 
Charge regime and if the Settlor (or his spouse or civil partner) has retained a benefit, the gift with 
Reservation of Benefit provisions will apply to impose a charge to tax on the death of the Settlor. 
 
Those affected should seek professional advice as a matter of urgency. 
 
All structures with an FDR settlor should be reviewed to assess the impact of these changes. 
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3. Are you a FDR who is returning to the UK to become UK resident after a period of 
absence abroad? 

 
If so, your UK status as noted above will change at any time during which you are resident in the 
UK from the Effective Date. 

 
Those affected should seek professional advice to see how they might be affected before 
becoming UK resident. 
 
4. Are you currently non domiciled and non UK resident but spend significant amounts of 
time in the UK? 

 
As indicated above, for IT and CGT purposes this change will take effect for any year in which you 
are UK resident.  The grace period for IHT purposes is very short.  Your residence status should 
be kept under constant review in the light of the Statutory Residence Test. 
 
5. Are you the Trustees of a Trust which currently enjoys Excluded Property Status? 

 
A change of residence status for a settlor who would be an FDR whilst resident in the UK could 
bring the trust into the charge to IHT. 
 
Movements of a potential FDR settlor should be monitored closely. 
 
6. How can a FDR lose his or her Deemed Domiciled Status? 
 
A FDR will lose his deemed domiciled status in the first full year of non-residence, but only if he or 
she retains a foreign domicile under general principles and has not become deemed domiciled by 
virtue of the Fifteen Year Rule. 
 
7. Are you a Long-Term Resident of the UK or are you the Settlor of an Offshore Trust which 
holds UK Residential Property? 
 
If so, there will be other UK tax implications on which professional tax advice should be sought 
urgently. 
 
Those affected by any of the above new measures should review existing arrangements as 
a matter of urgency and take professional advice. 

 
 

 

 

 



 

 

 

 

                   
                  Disclaimer: 

Please note that the information on the law contained in this bulletin is provided free of charge for information purposes only. Every 
reasonable effort is made to make sure the information is accurate and up to date, but no responsibility for its accuracy and correctness, 
or for any consequences of relying on it, is assumed by the author or the firm. The information does not, and is not intended to, amount 

to legal advice to any person.  
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For more information about these issues and how they could affect you, please contact  
Robert Drysdale or a member of the Rooks Rider Solicitors’ Wealth Planning team:  

    

Karen Methold   
Partner       
Head of Wealth Planning 
+44 (0)20 7689 7112      
kmethold@rooksrider.co.uk 
 

Robert Drysdale 
Associate  
Wealth Planning 
+44 (0)20 7689 7168   
rdrysdale@rooksrider.co.uk 

Christopher Cooke 
Senior & Managing 
Partner 
Corporate & Wealth Planning 
+44 (0)20 7689 7110 
ccooke@rooksrider.co.uk 
 

Krithika Sahi 
Solicitor 
Wealth Planning 
+44 (0) 207 689 7185 
KSahi@rooksrider.co.uk 
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