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Who will be affected? 

All UK resident individuals 

claiming the benefit of the 

‘remittance’ basis of taxation on 

their overseas income. This is 

likely to include many foreign 

nationals and those of overseas 

extraction working in the UK after 

6 April 2008 and employees on 

secondment here who are 

resident but ‘not ordinarily 

resident’ in the UK. The impact 

on each individual will depend on 

a number of factors ranging from 

their employment contract and 

duties to their overseas assets 

and family situation.  

 

How are they affected? 

The impact on each individual 

employee will vary depending on 

their circumstances but some 

common situations where they 

will face increased UK tax 

liabilities are set out below. 

 

Individuals claiming the benefit of 

the ‘remittance’ basis through 

their tax returns will lose their 

personal allowance, increasing 

their annual income tax bills (by 

up to £2,174 for 2008/09). In 

addition, the annual capital gains 

tax exemption will be lost (costing 

those with gains up to £1,728 for 

2008/09). Anyone who has been 

resident in the UK for seven of 

the previous nine years will face 

a further yearly £30,000 charge if 

they elect for the remittance 

basis.   

 

Previously, it was tax-efficient for 

individuals who were not 

domiciled in the UK and worked 

for international employers to 

have separate or ‘dual’ contracts 

for their UK employment and 

their overseas work. The salary 

for overseas work would not be 

taxed in the UK provided that 

none of the income was remitted 

here. Such contracts will only 

continue to be tax-effective 

where employees claim the 

remittance basis (incurring 

additional tax). 

 

Employees who are resident but 

not ordinarily resident in the UK 

did not previously pay tax on 

earnings from overseas duties, 

unless they were paid in or 

remitted to the UK. Again, it is 

necessary to claim the remittance 

basis to continue with this 

treatment.  

 

Non-domiciled employees 

working full time in the UK but 

retaining significant personal 

assets overseas will face 

additional UK tax costs where 

these give rise to income or gains 

in excess of £2,000 per year. 

While these will not relate to their 

employment income, they will of 

course reduce the attractiveness 

of working in the UK.   

 

Clearly, where employers have 

put in place tax equalisation 

arrangements for foreign 

employees, the cost of these 

arrangements will increase. Even 

where there are no such 

arrangements, foreign employees 

may now require more generous 

remuneration packages to keep 

them working in the UK or tempt 
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Non-domiciled employees  
– controlling the rising costs 

Changes to the rules for non-domiciliaries from 6 April 2008 

create serious tax issues for expatriate employees and their 

employers. Addressing these before they become problems will 

help employers retain key employees and control staff costs. 



 

them to take up roles in the UK. 

 

What should employers do? 

The first job is to assess the size 

of the issue for your company by 

establishing how many of your 

employees are likely to be 

affected. Then the immediate 

tasks are likely to involve: 

■ reviewing dual contract 

arrangements for non- 

domiciled individuals 

■ calculating direct cost 

increases to any tax 

equalisation arrangements 

■ providing information to 

affected employees 

■ establishing the level of 

support you wish to offer to 

affected employees and 

putting this in place as soon 

as possible. 

How PKF can help 

We can provide a wide range of 

support services including: 

■ tax equalisation calculations 

and structures 

■ contract reviews  

■ employee briefings and 

information 

■ one to one employee support 

■ employee tax return services. 
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