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Domicile is an important concept to consider 
whenever you are tax planning, and especially if 
you have ties in the UK and overseas. 

Domicile ultimately defines whether or not you’ll be caught in the 
UK Inheritance Tax net, and likely to face a possible, and substantial, 
40% tax charge on your UK (and even worldwide) assets.

There are other consequences too. All the while you’re UK tax 
resident, your exposure to UK Income Tax and UK Capital Gains 
Tax is ruled by your domicile status. 

Understanding domicile, and how it affects your wealth, is a crucial 
step in any solid financial plan. This guide is here to help. 
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What you’ll learn in this guide

CONTACT US

We can help you with 
all aspects of your 
financial planning 
affairs. Click here to 
contact us.
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Domicile is a legal concept used to define your 
‘homeland’. It’s a fairly adhesive device and 
generally applies to the country to which you are 
rooted – usually decided by where you were born. 

So if you were born in the UK, and so was your father who had a UK 
domicile at the time of your birth, it’s highly likely you will be UK 
domiciled, regardless of where you now live in the world. 

Here’s an example of domicile in action:
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What is domicile? 

Domicile is a separate 
tax consideration to your 
nationality, residence 
or citizenship and is not 
automatically reflective of 
the country you are currently 
living in. 

Joe was born in London to an English father and Hong Kong 
mother. 

He grew up in the UK, then lived in Hong Kong for 15 years, 
and he now lives in Thailand

• He is a UK national

• He has a UK domicile 

• He has a Hong Kong permanent residency 

• He is a Thailand tax resident

 All at the same time
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Determining your status 
for any UK tax payments 
can be complicated, and 
it’s useful to work with 
an expert who can help 
guide you. 

Every individual has a domicile status throughout life. This status 
determines how much UK tax we pay.

If you are considered to be UK domiciled and UK tax resident, then 
normally you are charged on an ‘arising basis’. This means that you 
pay tax on your worldwide income and worldwide capital gains as 
they arise. You’re allowed to use your personal tax allowances and 
any annual exemptions to offset those income and gains.

However, individuals who are resident in the UK but not UK 
domiciled can choose to be taxed on a ‘remittance basis’, if that 
treatment is more favourable than the arising basis. By choosing 
the remittance basis, you’ll only be taxed on UK sourced income 
and gains, not worldwide income, unless you decide to ‘remit’  
those funds.
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Why is domicile so  
important?
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If you are UK tax resident 
and UK domiciled

You pay UK tax on all 
worldwide income and 
gains as they arise, 
regardless of whether 
the income and gains 
stay outside of the UK 
(arising basis). 

You don’t have the 
ability to shelter 
overseas income 
and gains from 
UK tax. 
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Why is domicile so  
important? (cont)

If you are UK tax resident 
and not domiciled in the UK

You pay UK tax on any UK 
sourced income and gains in 

the year in which they arise 
(arising basis).

 You can choose to pay tax on 
your foreign income and foreign 

gains or you can choose to exclude 
your foreign income and foreign 

gains by claiming the ‘remittance 
basis’ of taxation.

The remittance basis of taxation 
allows your overseas income and gains 

to be excluded from UK tax as long as 
various conditions are met.

Our expat’s guide to 
UK tax can help if you 
live overseas and are 
unsure about your UK tax 
exposure. Download  
a copy here. 

An expat’s  
guide to  
UK tax 
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There may be different treatment for particular types of income 
and gains if a double taxation agreement applies.

Domicile in action

Nadia, is domiciled in Dubai but she has been living in the UK 
for six years. She earns an income arising from the letting of her 
property in Dubai. To follow are two different scenarios assuming 
her overseas income is £10,000.

Scenario 1: 
She transfers (remits) £1,000 of her overseas income to the UK - 
she can chose to pay UK tax on the full £10,000 overseas income 
as it arises, which will then allow her to keep her UK Income Tax 
personal allowance. If however she chooses to claim the remittance 
basis, she will only pay tax on the £1,000 transferred, but she will 
lose her UK Income Tax personal allowance to set against this or 
any other taxable income. If she transfers any of the remaining 
£9,000 to the UK she will then be taxed on it.

Scenario 2: 
Nadia transfers (remits) £8,500 to the UK - she can have the 
benefit of the remittance basis, and pay tax only on £8,500 and not 
pay tax on the remaining £1,500 she has kept overseas. If at the end 
of the tax year her unremitted income/gains are less than £2,000, 
therefore she can use the remittance basis and still keep her UK 
Income Tax personal allowance.
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How domicile affects Inheritance Tax (IHT)

When someone dies, domicile is the key factor in assessing the 
extent of their estate’s exposure to UK Inheritance Tax.

Estate when UK domiciled Estate when not UK domiciled

UK Inheritance Tax is due in 
the UK on all worldwide assets.

UK Inheritance Tax is due 
only on assets held in the UK.

40% Inheritance Tax  
charge applies.

Overseas assets escape any 
UK tax charge (you’ll need 
to be aware of any taxes due 
elsewhere).

A tax-free allowance, currently 
of £325,000 plus a £175,000 
‘family home allowance’ 
generally applies.

UK assets generally enjoy a 
tax-free allowance, currently 
of £325,000 plus a £175,000 
‘family home allowance’.

The only way to control your exposure to IHT, and that of your 
heirs, is to create a comprehensive tax-efficient strategy tailored to 
your specific assets, residency and domiciliary status.
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Why is domicile so  
important? (cont) 

Our guide to Inheritance 
Tax is a useful resource. 
Download a copy here.

Your guide to 
Inheritance Tax
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Here’s an overview of when UK taxes are typically charged 

If you have assets in 
multiple jurisdictions, 
you must seek specific 
advice in every relevant 
area. 

Income &   
capital gains

UK investment   
property

Inheritance  
Tax - other  assets

Residence/ 
domicile

UK Non-UK Income 
Tax

Capital 
Gains  
Tax

Inheritance  
Tax

UK Non-UK

Non-UK 
resident,  
 non-UK 
domicile

UK 
resident ,  
non 
domicile

UK 
resident,  
 UK 
domicile

Non-UK 
resident,   
UK 
domicile
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Why is domicile so  
important? (cont) 

If using remittance basis

Non UK chargeable events are always subject to tax  
in the UK even if the taxpayer is on the remittance basis.

a b

a

b
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Simply put, residence is based on your physical presence in the 
UK over the course of a tax year, whereas domicile is generally 
determined by your father’s domicile or homeland. 

It’s highly unlikely that your domicile will change if you move to 
another country for a short to medium period, but if you live in 
another country your tax residence status is likely to change. 

04  
The difference between your  
domicile and tax residence status

For more information  
on the Statutory 
Residence Test, 
download our guide.

There are two key areas which define your exposure to UK tax:

1. UK tax residency – determined each year under the complex 
Statutory Residence Test

2. Your domicile status 

thefrygroup.co.uk
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Working out which country you are domiciled in can be complicated 
and there are a number of factors that need to be considered. 

There are three main types of domicile. You may also be ‘deemed UK 
domiciled’ depending on how long you’ve been resident in the UK. 

1. Domicile of origin: This is acquired at birth, usually based on the 
domicile of your father. If your circumstances remain unchanged 
it’s likely that you will retain your domicile of origin throughout 
your life.

2. Domicile of dependence: This domicile is acquired, generally 
when your father’s domicile changes before you reach 16 years of 
age. Before 1974, women who married automatically acquired the 
domicile of their husband.

3. Domicile of choice: It’s possible to acquire a domicile of choice  
in a certain jurisdiction. If you have a home overseas and want  
to move there permanently, you may be able to acquire a 
domicile of choice. 

Changing domicile is a very significant step and you will need  
to show that you have left your original home country behind  
you forever, and chosen another country which is going to be  
your permanent home for the rest of your life. The onus is on  
you to prove that you have acquired a domicile of choice in 
another country.
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Where am I  
domiciled?

If you’re unsure of 
your domicile status, a 
domicile review can help 
you understand your 
exposure to UK tax. This 
can be very important 
for estate planning, 
especially if you have 
complex personal and 
financial circumstances.

Deemed domicile

From 6 April 2017, the rules changed for long-term UK tax 
residents who had a non-UK domicile of origin. From that date, 
these long-term UK tax residents are now deemed to be UK-
domiciled for UK tax once they’ve held this status for 15 out of 
the 20 previous tax years.  
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Switching domicile away from the UK by choosing to be domiciled 
in another country is possible, but it’s very hard to do and you 
should always seek specialist advice. In previous guidance the UK 
tax authorities shared the following about someone with a UK 
domicile acquiring a domicile of choice overseas:

“You have the capacity to acquire a new domicile (a domicile 
of choice) when you reach age 16. To do so, you must broadly 
leave your country of domicile and settle in another country. 
You need to provide strong evidence that you intend to live there 
permanently or indefinitely. Living in another country for a long 
time, although an important factor, is not enough in itself to prove 
you have acquired a new domicile.”

So, if you are planning to leave your UK domicile behind, you need 
to demonstrate that you have severed your ties to the UK, with no 
intention to return, and, in addition, have chosen another country 
as your permanent home. Both conditions need to be fulfilled and 
can be difficult to prove. 

It’s important to note that if you become UK tax resident again in 
the future you’ll be treated as though that domicile of choice had 
not been acquired.
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Changing your  
domicile status

CONTACT US

We can help you with 
all aspects of your  
financial planning. Click 
here to contact us. 
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The case of Richard Burton

This fascinating case study 
illustrates the difficulties when 
trying to show you’ve acquired a 
domicile of choice outside of the 
UK (and replaced a UK domicile 
of origin) and the impact it can 
have on your Inheritance Tax 
bill.

Welsh Actor, Richard Burton 
CBE, moved to Switzerland in 
1957, initially to escape UK tax, 
and spent the remaining 27 
years of his life living there in 
the hope of claiming that he had 
acquired a domicile of choice. 
He died in Switzerland and was 
buried there, but his request 
for the burial of his body in a 
red suit, together with a copy 

of Dylan Thomas’ poems and 
his coffin being draped in the 
Welsh flag, scuppered his plans 
to avoid Inheritance Tax. The 
result was an Inheritance Tax 
bill of £2.4 million, after the 
UK tax authorities successfully 
claimed that he had always kept 
his affection for Wales.

So, although it’s possible to 
displace your UK domicile with 
a domicile of choice somewhere 
else, it’s very hard to prove. 
Specialist advice is needed; 
particularly over how to provide 
evidence of your change in 
domicile status.
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Domicile in action 
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What next?

Domicile is an important topic for those with both UK and  
overseas connections. 

Our global team of experts can help you understand your options 
by discussing your personal circumstances. They will guide you 
through the steps which you may need to take to protect your 
wealth and prepare for the future.

The Fry Group has been acknowledged with a number of awards  
in recent years, all of which recognise us as leaders in the field.  

thefrygroup.co.uk

UK 
+ 44 (0)800 047 1898

EUROPE 
+ 32 (0)2639 4560

MIDDLE EAST 
+ 971 (0)4 389 4900

HONG KONG 
+ (852)2526 9488

SINGAPORE 
+ (65)6225 0825

For more 
information or 
advice please  
click here to  
contact us
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Disclaimer

This update has been produced using both internal and external data with the aim to provide information. However, this is not intended to form professional advice nor should it be 
relied upon as such and before taking any particular action, specific and personal advice should be obtained. While The Fry Group uses reasonable efforts to obtain information from 
sources which it believes to be reliable, we make no representation that the information or opinions contained in this report are accurate, reliable or complete. The information and 
opinions contained in this update are subject to change without notice.

The Fry Group of companies comprises - Wilfred T Fry Ltd (company number: 00212927), Wilfred T Fry (Executor and Trustee) Ltd (company number: 00358067), British Taxpayers 
Association Ltd (company no: 00251284), Harris Stewart Ltd (company no: 07650065) and Wilfred T Fry (Personal Financial Planning) Ltd (company number: 00913711) regulated by 
the Financial Conduct Authority (FCA) under regulatory number 114402, all registered in England and Wales. The Fry Group (H.K.) Limited (company number: 1380590) registered in 
Hong Kong, licensed to conduct investment advisory and asset management in Hong Kong by the Securities & Futures Commission (SFC) under CE number ATY965, and as an insurance 
broker by the Insurance Authority (IA) under licence number FB1207. The Fry Group (Singapore) Pte Ltd (company number: 201506546H) registered in Singapore, authorised to act as a 
financial adviser by the Monetary Authority of Singapore under licence number FA100057. The Fry Group (Belgium) SA (company number: BE 0457 936 109) registered in Belgium and 
regulated by the FSMA in Belgium under registration number 23345 A to provide insurance advice. Wilfred T Fry (Personal Financial Planning) Limited – The Fry Group (DIFC Branch), 
(company number: CL3102) registered in Dubai and is regulated by the Dubai Financial Services Authority (DFSA) under registration number F005071.

The Fry Group
Crescent House, Crescent Road 
Worthing, West Sussex BN11 1RN
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