
What is domicile?

Domicile is a legal term (not a tax one) which  
connects an individual to a territory that has a  
distinct system of law, e.g. England and Wales,  
Scotland, France. There is no precise definition  
but, broadly speaking, under English law, you  
are domiciled in the country that is your  
‘permanent home’. Everyone is born with a  
domicile of origin (usually taken from their  
father) and this domicile has an adhesivequality  
which makes it very difficult to lose. A person  
acquires a domicile of choice and displaces their  
domicile of origin only if he or she takes up  
residence in another jurisdiction and has a  
settled intention to make that country his or her  
permanent or indefinitehome.
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The UK tax position of non-UK domiciled individuals (“non-doms”) has changed radically in  
recent years. Since 6 April 2017, the UK tax position of non-doms who are long term UK  
residents has been aligned, to a certain degree, with that of UK resident and domiciled  
individuals.

However maintaining a foreign domicile status could still have important long term tax and  
non-tax implications.

What has changed?

From 6 April 2017, non-UK domiciled individuals who are  
long-term UK residents became deemed domiciled for all  
UK taxes, so such individuals are no longer eligible to  
claim the special remittance basis of taxation and, hence,  
are chargeable to all UK taxes on a worldwide basis.

Due to this significant change, there were:

— Some tax reliefs introduced

— Implications for non-UK resident trusts created by  
non-doms

— Special rules for individuals who are “formerly  
domiciled residents” being those who were born in  
the UK with a UK domicile of origin which had been  
replaced by a foreign domicile of choice

— Changes to the way UK residential property is
charged to UK inheritance tax.

From 6 April 2017, an individual is deemed to be  
domiciled in the UK for UK tax purposes only once they  
have been resident in the UK for 15 of the past 20 tax  
years. However this does not necessarily affect an  
individual’s legal domicile, which continues to be  
determined on the basis of the domicile of originunless  
displaced by a domicile of choice.

I’m deemed domiciled for UK tax purposes now,
why does my legal domicile status still matter?

Every situation is unique but some of the reasons we  
have discussed with our clients in relation to why  
maintaining a legal foreign domicile status is still  
important are as follows:

— The location of domicile can influence the jurisdiction  
of Courts in legal matters such as divorce or estate  
matters.

— Non-UK resident trusts created before becoming  
deemed domiciled under the 15/20 rule canbenefit  
from a permanent ongoing tax deferral if certain  
conditions are met. One of these conditions is that  
the settlor continues to be non-UK domiciled under  
general law.

— Individuals who became deemed UK domiciled on 6  
April 2017 under the 15/20 rule were able to benefit  
from rebasing of their foreign situate capital assets  
to their market value on 5 April 2017. On a future  
sale of an asset triggering a gain calculated in  
accordance with CGT principles, only those gains  
accruing from 6 April 2017 onwards will be subject to  
tax. One of the conditions for the rebasing relief to  
apply upon disposal is that the individual selling the  
asset has maintained a non-UK domicile status for  
general law purposes.

— Certain inheritance tax (“IHT”) double tax treaties  
currently offer indefinite IHT benefits fornon-doms  
under general law, i.e. benefits that continue even  
after the 15/20 year rule applies.
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Is there anything that can be done to reinforce a
claim for non-domicile status?

The short answer, in almost every case, is yes. However,  
the facts and circumstances of every individual are  
different and specialist advice in this area is therefore  
essential.

How can KPMG help?

It is now more important than ever to obtain  
comprehensive tax and legal advice in relation to domicile  
status. KPMG has a team of experts who advise non-
domiciled individuals on a daily basis based in our offices  
throughout the UK. Some of the matters we can assist  
with are:

— Obtaining an opinion on whether an individual is non-
UK domiciled to help defend any potential challenge  
from HMRC.

— Assessing qualification for the rebasing tax reliefs  
mentioned above and how to maintain eligibility to  
claim.

— Navigating the complex rules affecting non-UK trusts  
settled by non-doms.

— Managing the tax compliance process which is  
invariably more involved when clients have to report  
on a worldwide basis rather than the remittance  
basis. Tax compliance is now subject to ever  
increasing scrutiny due to the automatic exchange of  
information between tax authoritiesglobally.

kpmg.co.im/tax

— HMRC could enquire into your tax returns for earlier  
years when you were claiming to be non-UK  
domiciled and claiming the remittancebasis.

— When you cease to be UK resident and you have  
broken your deemed domicile status for UK tax  
purposes, your UK tax exposure (particularly in  
relation to IHT) could change after a transitional  
period if you remain legally non-UK domiciled.

— If you are married, if your spouse has a foreign  
domicile status, you may want to retain the same  
status as them for tax reasons.

— Certain offshore trusts applied for a rebasing  
treatment which meant only post 6 April 2008 trust  
capital gains could be matched to capital distributions  
to UK resident non-UK domiciled beneficiaries. In  
order to continue to only match post 6 April 2008  
capital gains to capital payments, the recipient UK  
resident beneficiary must have maintained a non-UK  
domicile status for general law purposes.

— The location of domicile could have foreign tax  
consequences. Some countries, notably the USA  
assess domicile on a state basis and US tax law can  
differ widely from state to state.

— Your domicile status could impact upon the domicile  
status of your children.

Please speak to your usual KPMG contact or one of the people below if you would like further  
information.
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