
Tax FAQs
February 2022

HH575AE
Highlight

HH575AE
Highlight



 

 

General UK tax queries ........................................................................ 1
1. Do I need to file a UK tax return? ............................................................................. 1
2. What are the UK tax year dates and filing deadlines? ................................................ 1
3. What basic allowances are available in the UK? ......................................................... 2
4. What are the income tax rates in the UK? ................................................................. 2
5. Do I need to pay UK tax if I am non-UK resident? ...................................................... 3

Property income ................................................................................. 4
6. How is my rental income taxed in the UK? ................................................................ 4
7. What expenses can be claimed? .............................................................................. 4

Capital Gains Tax (CGT)...................................................................... 5
8. How is a capital gain calculated? ............................................................................. 5
9. What are the rates of CGT? ..................................................................................... 5
10. How is a UK tax resident taxed in relation to capital gains? ...................................... 5
11. How is a non-UK resident taxed in relation to capital gains? ..................................... 5
12. I am selling my main residence, am I entitled to relief? ............................................ 6
13. What are the temporary non-residence rules? ........................................................ 6

Residence and international aspects .................................................... 7
14. How is my UK tax residence position determined? .................................................. 7

  15. Is it possible to be tax resident in more than one jurisdiction? ................................. 7
16. Is it possible to be taxed on the same income in different jurisdictions? ....................7 
17. Are the Channel Islands considered an offshore jurisdiction for UK tax purposes? .... 8           
18. Should I set up a UK or non-UK bank account? ....................................................... 8

Domicile and the remittance basis in the UK......................................... 9
19. How is my domicile position determined? ................................................................ 9
20. Is it possible to change your domicile position? ...................................................... 9
21. What does my domicile position mean for me in relation to the UK tax system? ........ 9 
22. What is the remittance basis of taxation? ............................................................... 9
23. Are there any tax implications of bringing funds to the UK? .................................. 10

Inheritance Tax (IHT)......................................................................... 11
24. Who is subject to IHT? ........................................................................................ 11
25. What are the rates? ........................................................................................... 11

UK pensions ...................................................................................... 12
26. How much can I contribute? .............................................................................. 12
27. What is the pensions lifetime allowance? .............................................................. 12
28. How and when can I take my UK pension? ............................................................ 13

Contents

These FAQs provide an outline of UK tax legislation and practice as at February 2022. The content is provided
for guidance purposes only and you should seek professional advice before taking any action.



1. Do I need to file a UK tax return?
HMRC guidance provides the following instances where a 
UK tax return may be needed:

An individual is a non-UK resident and receives UK income 
(but please see question 5 for specific rules) or;

An individual is a UK resident and:

• Has income in excess of £100,000

• Is in receipt of self-employment/partnership income

• Currently lets out property or land and receives net rental
income in excess of £2,500, or income of £10,000 
before deduction expenses

• Receives £10,000 in savings or investment income, e.g., 
interest, dividends. An individual may still need to pay tax
should they receive savings or investment income under 
this amount, to the extent they exceed the allowances for 
each type of income (see question 3). This can be paid by 
contacting HMRC

• Receives income or capital payments from a trust

• Receives income from overseas

• Disposes of chargeable assets, e.g., property, shares

• Has made contributions to a pension scheme and exceeds
the annual allowance (see question 26)

• Has made tax efficient investments and would like to
claim relief, e.g., SEIS, EIS, VCT

This list is not exhaustive and further information can be
found at www.gov.uk/check-if-you-need-tax-return. 

There are also separate filing requirements for CGT 
that can apply when certain assets are sold, which are 
discussed below.

Once a notice to file has been sent to an individual from 
HMRC, they then have the obligation to file annual tax 
returns, until HMRC removes the individual from self 
assessment.

General UK tax queries

2. What are the UK tax year dates and filing 
deadlines?
The UK tax year runs from 6 April to the following 5 April
(e.g., the 2021/22 tax year runs from 6 April 2021 to 5 April 
2022). After the end of each tax year an individual typically 
has until the following 31 January to file their self-assessment 
tax return with HMRC, if the return can be filed online.

Tax dates to remember are as follows:

• Register with HMRC to complete a tax return:
31 October following the end of the tax year 

• Deadline for submitting a tax return on paper: 
31 October following the end of the tax year

• Submission deadline where the taxpayer would like their
 income tax to be collected through their PAYE code
(where this is outstanding and is below £3,000):
30 December following the end of the tax year

• A tax code is used by employers or pension providers
to work out how much income tax to withhold from an 
individual’s salary or pension. The deadline may not be 
applicable to some individuals particularly if they are 
not part of the UK tax system and do not undertake 
employment or have a pension in the UK.

• Deadline for submitting a tax return (online): 
31 January following the end of the tax year

• Balancing payment of tax:
31 January following the end of the tax year

• First payment on account (if required):
31 January during the tax year

• Second payment on account (if required):
31 July following the end of the tax year

    A payment on account is an advance payment towards an
individual’s income tax liability for the year. An individual will 
not have to make a payment on account if their income tax 
liability for the year is below £1,000 or if 80% of their tax 
liability is collected at source through PAYE.
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3.  What basic allowances are available in the 
UK?

There are many tax-free allowances that may be available, and 
these will have the effect of reducing an individual’s UK tax 
liability. A few of the more common allowances are as follows:

•  Personal allowance — a tax free amount of £12,570 (for 
2021/22) to set against an individual’s income (subject 
to tapering if their taxable income is over £100,000 per 
year).

• The personal allowance is available to most individuals 
who are resident in the UK as well as British and EEA 
citizens, including British passport holders. Where this 
does not apply, an individual may be entitled to the 
personal allowance if the UK has a DTA in place with 
the country the individual is resident in. If an individual 
meets the criteria to qualify for a personal allowance, 
they are also likely to qualify for the other tax-free 
allowances available, unless specifically stated.

•  CGT annual exemption — a tax free amount of £12,300 
(2021/22) to set against capital gains made in the year.

•  Blind person’s allowance — an additional tax-free amount 
of £2,500 if an individual is registered as blind (or severely 
sight impaired) by their local council. This allowance is not 
available to non-UK residents.

•  Marriage allowance — an individual can transfer £1,260 
(2021/22) of their personal allowance to their spouse/civil 
partner if they earn under £12,570 and their spouse/civil 
partner is a basic rate taxpayer.

•  Trading allowance — a £1,000 deduction from trading 
profits available to self-employed individuals as an 
alternative to claiming actual expenses.

•  Property allowance — a £1,000 deduction from property 
income available to landlords earning rental income as an 
alternative to claiming actual expenses. See question 4 for 
further information.

It is important that an individual applies their tax allowances 
effectively each year as they will be unable to carry any 
unused allowances forward.

It is worth noting that if an individual’s income falls below the 
tax allowance available for that type of income, they may not 
have to declare it to HMRC.

4. What are the income tax rates in the UK?
Savings and non-savings income

UK income tax for savings income excluding dividends, such as 
bank interest, and non-savings income, such as employment 
income, rental income and pension income, is currently 
charged at marginal rates of tax at 20%, 40% and 45% 
depending on the overall level of the individual’s UK income. 

The tax rate bands for 2021/22 (after deducting the personal 
allowance, if available) are:

• The first £0 to £37,700 is taxed at 20% (basic rate).

• The next £37,701 to £150,000 is taxed at 40% (higher
rate).

• Anything exceeding £150,000 is taxed at 45% (additional
rate).

2 | Tax FAQs



There is a starting rate of 0% for a maximum of £5,000 on 
savings income where an individual has little or no other 
income. An individual is not eligible for the starting rate for 
savings income if their other income is £17,500 or more. If 
their income is less than £17,500, every £1 of other income
an individual has above their personal allowance reduces their 
starting rate for savings income by £1.

In addition, the first £1,000 of interest is tax free for basic rate 
taxpayers. This is reduced to £500 for higher rate taxpayers 
and nil for additional rate taxpayers.

The first £2,000 of dividends are received tax free with 
dividends above the allowance being subject to tax at rates
of 7.5% (to the extent they fall within the basic rate band), 
32.5% (to the extent they fall within the higher rate band) and 
38.1% (to the extent they fall within the additional rate band). 
Savings and non-savings income utilise the bands in priority to 
dividend income.

Scottish income tax rates apply to Scottish taxpayers (see 
question 14).

The tax rate bands for 2021/22 (after deducting the personal 
allowance, if available) are:

• The first £0 to £14,667 is taxed at 19% (starter rate).

• The next £14,668 to £25,296 is taxed at 20% (basic rate).

• The next £24,297 to £43,662 is taxed at 21%
(intermediate rate).

• The next £43,663 to £150,000 is taxed at 41% (higher
rate).

• Anything exceeding £150,000 is taxed at 46% (top rate).

These rates apply to non-savings income such as employment 
income, pension income and property income. The same 
allowances as the rest of the UK, discussed in 3. ‘What
basic allowances are available in the UK?’, apply to Scottish 
taxpayers. The marriage allowance is available where a 
Scottish taxpayer pays tax at the intermediate rate. In 
addition, the same tax rates as the rest of the UK apply to 
dividend and savings income/interest.

 5. Do I need to pay UK tax if I am non-UK
resident?

Non-UK residents are generally taxable on their UK sourced
income (subject to the provisions outlined in a DTA between
the UK and the country the individual is resident in, where 
applicable).

Specific rules apply to the calculation of income tax for a non-
UK resident to potentially limit their UK tax liability. With the 
exception of income from property in the UK and investment 
income connected to a trade in the UK through a permanent 
establishment, the tax charge for non-residents on investment 
income arising in the UK is restricted to the amount of tax,
if any, deducted at source. This is known as “disregarded 
income". If the tax charge is limited in this way, personal 
allowances will not be given against other income. Disregarded 
income includes the following:

• Interest and alternative finance receipts from UK banks and
building societies

• Dividends from UK companies

• Income from UK unit trusts

• Income from National Savings and Investments

• Profits from public revenue dividends

• Profits or gains from transactions in deposits

There is no upper limit in relation to disregarded income and 
the claim to exclude this income should be taken into account 
when an individual considers whether it is necessary to file a 
UK tax return.

It would generally be necessary to prepare two calculations 
comparing the two methods to determine whether the 
treatment would be beneficial for UK tax purposes.

This is only considered for individuals who are non-UK resident 
for the full year under the UK’s SRT. It does not apply to 
individuals who are UK tax resident (either full year or split 
year), nor does it apply to someone who is resident in the UK 
but treaty resident in another country.
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Property income

6. How is my rental income taxed in the UK?
Rental income from UK properties is taxable in the UK 
regardless of whether the owner is UK tax resident. Overseas 
rental income is also taxable on UK residents, subject to the 
terms of any relevant DTA (see question 16), or if a claim for 
the remittance basis is made (see question 22).

Tax is charged on taxable rental profit, which is the rental 
income less any allowable deductions such as genuine repairs, 
agent’s fees, etc. Profits relating to an overseas property may 
need to be recalculated using UK tax rules.

Rental profit from property owned jointly is generally split and 
taxed on each owner in equal proportions, unless a specific 
election is made to reflect a different beneficial entitlement.

7. What expenses can be claimed?
Some typical allowable property expenses are:

• Repairs and maintenance

• Advertising

• Ground rent and utility bills

• Commission or letting agent fees

If an expense is incurred wholly and exclusively in relation to 
an individual’s rental business, it should be allowable providing 
it is not ‘capital’ in nature. Capital expenditure incurred 
regarding improvements made to a property (e.g., extensions, 
or anything that is not replacing like for like) aren’t deductible 
from rental profits but may be deducted from proceeds of sale 
when the asset is subsequently disposed of.

Prior to 6 April 2017, mortgage interest and other incidental 
costs of obtaining finance in relation to a rental property could 
generally be deducted from rental income. However, now 
taxpayers will only receive a basic rate (20%) tax reduction 
based on the finance costs incurred from their income tax 
liability. These rules do not currently affect rental property 
held through corporate structures.

Individuals also have access to the property allowance. The 
property allowance allows up to £1,000 of property income to 
be received tax free each year but cannot be used to generate 
a loss and an individual cannot deduct any other property 
expenses if they claim the property allowance.

If an individual’s gross property income is less than £1,000, 
they do not need to tell HMRC or report the income on a tax 
return, unless they have to file for another reason (although 
an individual may want to complete a tax return if they have 
losses to claim, so that these can be carried forward).
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CGT

8. How is a capital gain calculated?
CGT can apply when an individual sells an asset such as 
property or shares for a profit.

In general, the gain is calculated by taking the sale proceeds
of the asset and deducting the initial purchase price and any 
allowable costs; this is known as a capital gain and it is this 
amount which is subject to tax after the deduction of the CGT 
annual exemption (£12,300 for 2021/22).

If an individual sells an asset for less than they bought it for, it 
may be possible to claim a capital loss. The loss could be used 
to reduce capital gains made in a tax year, or potentially a later 
year, and in turn reduce an individual’s tax liability.

Where the sale takes place in a non-sterling currency, the 
purchase price of the asset is the sterling equivalent at the 
exchange rate on the date of purchase. The sale proceeds
for the asset is the sterling equivalent at the exchange rate
on the date of sale. Forex fluctuations can mean that the UK 
chargeable gain or allowable loss is different to the profit made 
in the base currency.

9. What are the rates of CGT?
CGT is currently chargeable at 10% at standard rate or at 20% 
at higher rate on the disposals of most chargeable assets. 
Capital gains arising on the disposal of a residential property 
interest are chargeable to CGT at 18% standard rate and 28% 
higher rate. Capital gain based carried interest is chargeable
at 28% (regardless of personal income levels). Except for 
capital gain based carried interest, the rate of CGT charged 
depends on the individual’s personal income levels. If the total 
income exceeds the basic rate band (£37,700 for 2021/22), 
then the higher rate is charged on capital gains. If the income 
levels are lower than the basic rate band, then capital gains are 
charged at the standard rate (10%/18%) until the threshold is 
reached, at which point the excess is taxed at the higher rate 
(20%/28%).

Reliefs may be available on the disposal of certain assets 
(typically business assets and certain investments provided 
conditions are met), which serve to tax a larger amount of the 
gain at 10%, subject to lifetime limits. Investments in EIS, SEIS 
or VCTs may also receive additional reliefs.

10. How is a UK tax resident taxed in relation to 
capital gains?
Assets or investments situated both in the UK and overseas, 
that are disposed of whilst an individual is regarded as UK 
resident, will be chargeable to CGT unless a specific exemption 
applies. Non-UK domiciled individuals may be able to elect for 
the remittance basis of taxation. Under the remittance basis,
an individual is taxable on their UK source capital gains as they 
arise but is only taxable in the UK on their overseas capital 
gains to the extent that the proceeds are remitted to the UK. 
(See question 22).

If a UK resident individual is liable to CGT, they have two 
options in terms of reporting and paying the tax due:

• Submit a tax return to HMRC by 31 January following the
end of the relevant tax year.

• Report the gain via HMRC’s real-time CGT service
immediately (or at least by 31 December following the end 
of the relevant tax year).

From 6 April 2020, if an individual is UK resident and sells UK 
residential property at a gain, and CGT is due, they must use 
the real-time CGT service to declare the disposal and make a 
payment on account of the tax due. For disposals taking place 
between 6 April 2020 and 26 October 2021, this should have 
been done within 30 days of completion. For disposals taking 
place from 27 October 2021, this should be done within 60 
days of completion. Individuals will not need to report the sale 
using this service if the gain is exempt, or covered by relief, 
allowances or losses, although they may still be required to 
report it on a self-assessment tax return.

11. How is a non-UK resident taxed in relation
to capital gains?
Individuals who are non-UK resident will generally not be 
chargeable to CGT except on the disposal of UK land and 
property. From 6 April 2015, this includes residential land and 
property. From 6 April 2019, this also includes non-residential 
land and property, commercial property and substantial 
interests in UK property rich entities, also referred to as 
indirect disposals.
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Where UK residential land or property was owned prior to 6 
April 2015, the default position is to rebase the base cost for 
deduction from the proceeds received to the market value
at 5 April 2015. Where non-residential land or property, 
commercial property or a property rich entity was owned prior 
to 6 April 2019, the default position is to rebase the base
cost to their value at 5 April 2019. There are other methods
of calculation, depending on the type of property ownership 
being disposed of.

A non-UK resident who disposes of UK property or land must 
complete a real-time CGT return and pay any CGT due. This
was previously within 30 days of completion and increased
to within 60 days of completion for disposals taking place
on or after 27 October 2021. A return is needed even when 
there is no CGT due, whether because of a loss arising, the 
availability of relief or the use of losses and allowances against 
the gain. This is a notable difference between UK residents
and non-UK residents. The only instance in which a CGT return 
is not required by non-UK residents disposing of UK land and 
property, is if the disposal occurs at no gain/no loss (e.g., 
transfers between spouses/civil partners).

12. I am selling my main residence, am I entitled 
to relief?
PRR is available when an individual’s main home is sold. This is 
available for a proportion of the gain which relates to periods 
where an individual has had actual occupation of the property 
and regarded it as their main home.

Relief for periods of deemed occupation is also available
in certain circumstances where the property has been the 
individual’s private residence at some point before the sale.
The final nine months of ownership is considered deemed 
occupation and PRR will be available as long as the property 
has been the individual’s main residence at some point in the 
ownership period.

A person, or a married couple, can only have one main home 
for these purposes at any one point.

Where full PRR may not be available, lettings relief may be 
available where the owner is in shared occupancy with the 
tenant.

From 6 April 2015, it is only possible to claim PRR in a tax year 
for a property in a country in which an individual is resident, 
or where the individual (or their spouse/civil partner) spends 
at least 90 midnights in that property. Where an individual 
has more than one property in the same jurisdiction, the 90 
midnights can be spread between these properties, so that one 
property can qualify for the relief for that tax year.

Where an individual qualifies for relief for part of the period of 
ownership, only part of the gain will be exempt.

These rules apply to UK and non-UK resident individuals. 
For those who are subject to non-UK resident CGT in respect 
of their disposal, periods prior to 6 April 2015 will not be 
counted for the purpose of PRR unless the individual meets 
certain conditions and makes an election.

13. What are the temporary non-residence 
rules?
Anti-avoidance rules apply to individuals who are regarded as 
temporary non-residents. These rules apply to capital gains on 
assets owned prior to an individual becoming non-UK resident 
and also to certain sources of income.

An individual is temporarily non-resident if they become non-
resident after being resident in the UK for at least four of the 
previous seven tax years immediately before departure and 
the period of non-residence is five years or less.

Any gains made during a period of temporary non-residence 
on disposal of assets owned at the date of departure from the 
UK, and any income caught by the rules, will be taxed in the 
tax year the individual returns to the UK.
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14. How is my UK tax residence position 
determined?
An individual’s UK tax residence position is determined by
the SRT which came into effect from 6 April 2013. The
SRT applies on a tax year basis meaning that an individual’s 
residence position can change each year depending on their 
circumstances.

The SRT is split into three main parts which are applied in the 
following order:

• Part One: conditions for an individual to be conclusively
non-UK resident;

• Part Two: conditions for an individual to be conclusively UK
resident;

• Part Three: a sufficient ties test based on connection
factors and days spent in the UK for individuals whose 
residence position cannot be determined under Part One or 
Part Two.

If one part applies, the following parts do not have to be 
considered.

In certain circumstances, the tax year of arrival or departure 
is split into periods of residence and non-residence, however 
strict conditions must be satisfied for this to apply.

It should be noted that domicile is different to residence and 
needs to be considered separately (see questions 19 and 20).

Scottish taxpayers

A UK resident will be a Scottish taxpayer for the year if:

• They have a ‘close connection’ to Scotland.

• Where there is no ‘close connection’ to Scotland, they
spend more days in Scotland than in any other part of the 
UK in that tax year.

• They are a Scottish Parliamentarian for the whole or any
part of the tax year

A ‘close connection’ to Scotland exists if:

• The individual has only a single place of residence which is
in Scotland.

• Where the individual has more than one place of residence
in the UK, their main place of residence is in Scotland for
at least as much of the tax year as it is in any other part of 
the UK.

Residence and international 
aspects

Scottish taxpayer status applies for a whole tax year. Where an 
individual is entitled to split year treatment under the SRT, the 
non-UK income/gains relating to the overseas part of the year 
will generally not be within the scope of UK or Scottish tax.

15. Is it possible to be tax resident in more than 
one jurisdiction?
It is possible for an individual to be tax resident in more than 
one jurisdiction at the same time and therefore be regarded as 
a dual resident during a period.

During a period of dual residence, it is necessary to consider 
any DTA between the two countries. The DTA will determine 
whether residence can be awarded to one of the jurisdictions 
and also how the various sources of income and capital 
gains should be taxed in accordance with the individual’s 
circumstances. It should be noted that some income may not 
be covered by the DTA and income or gains arising in other 
countries may also need to be considered.

16. Is it possible to be taxed on the same 
income in different jurisdictions?
If an individual is subject to tax on the same income in two 
different jurisdictions, it should be considered whether there 
is a DTA in place between the two countries. If there is a DTA 
in place, the individual may be able to exempt certain income 
or gains from being taxed in one of the jurisdictions under the 
specific DTA Articles. In other instances, they may be entitled 
to some relief for foreign taxes that have been paid, which 
are commonly known as FTCs. The UK has DTAs with many 
countries. Sometimes the relief for foreign taxes on certain 
types of income is restricted for UK residents. For example, 
foreign tax on foreign dividends is often restricted to 10% or 
15%, but this would depend on the terms of the relevant DTA.

Where there is no DTA between the relevant countries, some 
form of relief may still be available.
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17. Are the Channel Islands considered an 
offshore jurisdiction for UK tax purposes?
The Channel Islands are considered as non-UK for UK tax 
purposes. As such, if an individual is considered to be non-UK 
resident for UK tax purposes and is in receipt of income or 
gains originating from the Channel Islands this will usually be 
outside the scope of UK tax.

Such income and gains will also fall under the remittance basis 
where an individual is UK resident and non-UK domiciled (and 
if the individual makes use of the remittance basis, including 
paying the relevant charges, if applicable).

18. Should I set up a UK or non-UK bank 
account?
Deciding whether to open a UK or non-UK bank account will 
depend on an individual’s personal circumstances and future 
intentions.

Generally speaking, a non-UK account could be considered 
more appropriate for those individuals who are UK resident 
and non-UK domiciled, and wish to make a claim for the 
remittance basis of taxation (see question 22).

Furthermore, deposits held in a non-UK account are generally 
sheltered from UK IHT for non-UK domiciled individuals, as 
these individuals are only subject to UK IHT on their UK situs 
assets (please see question 24).

A non-UK resident individual may wish to open a non-UK 
account to shelter any interest arising on the bank account 
from UK taxation (but see question 5).

Similar considerations apply to holding other types of 
investment on a non-UK platform.

Generally, from a UK tax perspective, for a UK resident and 
UK domiciled individual, there are no particular tax benefits 
to opening a non-UK account, as they would be subject to 
UK tax on their worldwide income and gains as they arise. 
Furthermore, a UK domiciled individual would be subject to UK 
IHT on their worldwide estate and thus any deposits held in a 
non-UK bank account would be within the scope of UK IHT.

We recommend individuals take independent financial advice 
when setting up either UK or non-UK bank accounts and/or 
holding investments in the UK or overseas. Tax advice should 
also be taken for remittance basis users, to ensure non-UK 
accounts are structured efficiently.
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Domicile and the remittance basis 
in the UK
19. How is my domicile position determined?
Domicile is a separate concept from residence and is a complex 
area. There is no strict definition of domicile, however, it is 
generally regarded as the country where an individual intends 
to remain for the rest of their life.

An individual has a domicile of origin which is usually the 
domicile of their father at the time of their birth. This can 
change under certain circumstances.

An individual living in the UK who considers they have a non-
UK domicile should ensure that the position has been reviewed 
and documented.

Legislation regarding the taxation of non-UK domiciles was 
introduced in the UK effective from 6 April 2017. Under these 
rules, a non-UK domiciled individual will be deemed domiciled 
for UK tax purposes in the following circumstances:

•  Individuals who were born in the UK and have a UK 
domicile of origin but acquired a domicile of choice 
elsewhere will be deemed domiciled whenever they are tax 
resident in the UK. A short grace period will apply for UK 
inheritance tax purposes.

•  Individuals who are non-UK domiciled will be deemed 
domiciled for all UK tax purposes if they have been resident 
in the UK in at least 15 out of the previous 20 tax years 
(including split years).

20. Is it possible to change your domicile 
position?
An individual may be able to change their domicile position
by forming a domicile of choice in another jurisdiction, and
a number of factors need to be considered. It is key to live in 
the new domicile country with an intention of remaining there 
indefinitely. As domicile is a complex area, it is important that 
an individual obtains professional advice if seeking to change 
their domicile status.
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23. Are there any tax implications of bringing 
funds to the UK?
Generally speaking, an individual who is UK tax resident is 
taxable on their worldwide income and gains as they arise, 
and there is no further tax on amounts brought into the UK 
(subject to their domicile status and the remittance basis, if 
available).

Individuals who are regarded as non-UK resident are only 
taxable on UK sourced income (although please see question 
5), as well as gains from the disposal of UK property and 
land (see question 11). On this basis, funds remitted to the 
UK which relate to foreign income and gains earned during a 
non-UK resident period would not be taxable in the UK upon 
remittance.

If an individual has made use of the remittance basis, the 
funds on which the remittance basis was applied will be taxable 
if they are remitted to the UK, even if the individual is no 
longer using the remittance basis.

Where a remittance is made by a current or historic remittance 
basis user, it is important to identify what is being remitted. If 
a remittance takes place from a ‘mixed fund’, then a complex 
set of ordering rules are invoked to determine what part of 
the mixed fund are deemed to be remitted. It is therefore 
beneficial for a remittance basis user to structure the 
ownership of their non-UK assets and bank accounts to make 
this efficient from a UK tax perspective.

21. What does my domicile position mean for 
me in relation to the UK tax system?
Individuals who are UK tax resident are all initially liable 
to UK income tax on their worldwide income and CGT on 
worldwide gains. Individuals who are UK tax resident and non-
UK domiciled may be able to access the remittance basis to 
protect non-UK income and capital gains from UK tax. Domicile 
is also important in determining an individual’s exposure to 
IHT, which is discussed in a separate section.

22. What is the remittance basis of taxation?
Individuals who are regarded as resident in the UK are 
generally taxable on their worldwide income and capital gains, 
called the arising basis of taxation. The remittance basis 
of taxation is available to individuals who are regarded as 
resident but not domiciled and not deemed domiciled in the 
UK. Under the remittance basis, an individual is taxable on 
their UK source income and capital gains but is only taxable 
in the UK on their overseas income and capital gains to the 
extent that the funds are remitted to the UK. The meaning of 
‘remitted to the UK’ is broad and care should be taken.

There are certain 'costs' for an individual claiming the 
remittance basis and therefore it must be determined whether 
the claim would be worthwhile. An individual will lose the 
availability of the personal allowance against UK income tax 
and the annual exemption against CGT. There is also a cost 
associated with claiming the remittance basis which starts at 
£30,000 per year where the taxpayer has been resident in the 
UK for at least seven out of the last nine years and then rises 
to £60,000 per year once the taxpayer has been resident in 
the UK for at least 12 out of the last 14 tax years.

If an individual has unremitted overseas income and gains 
of less than £2,000 in the tax year, the remittance basis is 
applied automatically, and a claim is not required.

When an individual becomes deemed domiciled in the UK (see 
question 19), they will lose the ability to use the remittance 
basis.
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IHT

24. Who is subject to IHT?
An individual who is domiciled or deemed domiciled in the 
UK will be chargeable to IHT on their worldwide assets. An 
individual who is not domiciled in the UK is chargeable to 
IHT on their UK sited assets only. Domicile is not the same as 
residence and has a much longer-term context. See question 
19 for further details.

If an asset is transferred to a spouse, the transfer will usually 
be exempt from IHT. If, however, a transfer is made by a UK 
domiciled or deemed domiciled spouse to a non-UK domiciled 
spouse, there is a restriction on this exemption.

25. What are the rates of IHT?
Under current rules all individuals are entitled to the NRB, 
currently £325,000, which is available for the total of all 
chargeable lifetime transfers and transfers on death. For 

spouses, any unused NRB can be transferred to the surviving 
spouse upon the first death. If the NRB is exceeded then IHT 
will be payable, currently at the rates of 20% on chargeable 
lifetime transfers (typically to trusts) and 40% on the value of 
transfers on death (together with the value of any gifts made 
in the seven years prior to death).

An additional allowance of £175,000 will apply when an 
individual’s main residence is transferred on death to a direct 
descendant. The enhanced NRB will be tapered in respect of 
estates worth more than £2m. Any unused enhanced NRB can 
be transferred to the surviving spouse upon the first death.

The NRB and the enhanced NRB are set at these levels until 
April 2026.

There are certain ways in which an individual can reduce their 
taxable estate during their lifetime and specific advice should 
be taken to consider any suitable planning.
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UK pensions

26. How much can I contribute to my UK 
pension?
The maximum gross amount an individual can save into a 
pension scheme and on which they can receive tax relief is the 
greater of £3,6001 or 100% of their ‘relevant UK earnings’. 
HMRC broadly define relevant UK earnings as:

• Employment income and benefits

• Self-employment or partnership income

• Income from a furnished holiday let (but not rental income)

• Patent income and royalties

Pension income, dividends and rental income (unless a 
furnished holiday let) are not relevant UK earnings.

The pension annual allowance restricts the amount of tax-
relieved contributions that an individual can make in a tax year. 
The annual allowance for the 2021/22 tax year is £40,000 
(gross pension contributions), subject to tapering.

The annual allowance is tapered if an individual has both 
‘threshold income’ and ‘adjusted income’ above the applicable 
limits. The limits are £200,000 and £240,000 respectively. 
The annual allowance is reduced by £1 for every £2 that the 
adjusted income exceeds the limit, subject to a minimum of 
£4,000.

Specific rules apply to calculate an individual’s adjusted income 
and threshold income taking into account net taxable income 
and certain pension contributions. Any excess contributions 
over the allowable limits are taxed at an individual’s marginal 
tax rate. This does not affect the brought forward balances 
from the years before these provisions were introduced.

Subject to an individual’s historic pension contributions, they 
may be able to carry forward the available annual allowance 
from each of the previous three tax years.

If an individual has flexibly withdrawn taxable income from 
a defined contribution pension scheme but still wishes to 

contribute to a defined contribution pension scheme, the 
Money Purchase Annual Allowance (MPAA) restricts the 
annual allowance to £4,000 per annum. It is not possible to 
carry forward unused annual allowance against the MPAA, 
therefore money purchase contributions must be limited 
to £4,000 to avoid an MPAA tax charge. Any contributions 
made above the annual allowance, tapered annual allowance 
or MPAA will be subject to an annual allowance charge at an 
individual’s marginal tax rate.

It is important that an individual correctly reports the annual 
allowance charge on their tax return, if applicable. This is a 
complex area where mistakes can easily be made. The above is 
a high-level indication of the tax treatment only and should not 
be relied upon. An individual should seek professional advice if 
they have any queries.

27. What is the pensions lifetime allowance?
A lifetime limit is placed on the total value of an individual’s 
total pension funds that can benefit from tax relief. The 
lifetime allowance is £1,073,100 for the 2021/22 tax year.

Where the total capital value of an individual’s pension funds 
exceeds the lifetime allowance, a lifetime allowance tax charge 
will arise on the excess when a ‘benefit crystallisation event’ 
occurs. For a defined benefit pension scheme, the value of a 
pension pot is calculated based on the deemed capital value 
of an individual’s scheme pension entitlement. For a defined 
contribution scheme, the value of the pot is based on the value 
of the underlying pension investments.

The tax charge is generally 25% when the excess is taken as 
pension income (and income tax will apply on the income) and 
55% when taken as a lump sum.

There are forms of protection which may be available to 
protect the lifetime allowance at an increased limit, however, 
there are conditions that need to be satisfied to qualify.

1 if an individual is eligible for UK tax relief but has ‘relevant UK earnings’ subject to UK tax of less than £3,600, they will be able to claim relief 
on contributions of up to £3,600 (gross), but only to the extent that the scheme operates on a ‘relief at source’ basis. Under ‘relief at source’, 
contributions are made to the pension scheme after deduction for tax at the basic rate, and the scheme administrator claims from HMRC a 
repayment in respect of the deduction. In addition, to be eligible for UK tax relief for a particular tax year, an individual must also be a ‘relevant UK 
individual’, which in broad terms means that the individual has earnings subject to UK income tax in the tax year of contribution, is tax resident in 
the UK at some point in that tax year, or is tax resident in the UK at some point in the five tax years prior to the tax year of contribution and when 
they became a member of the scheme.
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28. How and when can I take my UK pension?
Generally, when an individual reaches the normal minimum 
pension age of 55 (this is rising to 57 on 6 April 2028), they 
can start withdrawing money from their UK pension scheme. 
Each pension plan may also set their own age limit for when 
participants can start taking money, so it is always advisable to 
check with the pension provider.

The first 25% of an individual’s pension fund can be taken as a 
tax-free lump sum, subject to the lifetime allowance not having 
been exceeded. On the remaining 75%, an individual will be 
required to pay income tax at their marginal tax rate.

Generally, an individual has options in terms of taking the 
money from their defined contribution pension pot, as follows:

• Withdrawing all or part of their pension in cash

• Purchasing a product which can give a guaranteed income 
for life (usually referred to as an ‘annuity’)

• Investing the income to provide flexible retirement income 
(usually referred to as ‘flexi-access drawdown’)

Most pension providers will allow an individual to adopt various 
combinations of the above, however it is best to ask pension 
providers what they offer in advance as they may not provide 
all options.

CGT Capital gains tax

DTA Double taxation agreement

EEA European Economic Area

EIS Enterprise Investment Scheme

FTC Foreign tax credit

HMRC  Her Majesty’s Revenue and Customs

IHT Inheritance tax

NRB Nil rate band

PAYE Pay As You Earn

PRR Private residence relief

SEIS Seed Enterprise Investment Scheme

SRT Statutory residence test

UK United Kingdom

VCT Venture Capital Trust

These FAQs are provided by EY in accordance
with our terms and conditions, outlined below.
By using this information, you are accepting the 
terms under which EY is making the content avail-
able to you based on UK legislation and practices 
of as of January 2022.

Tax legislation and administrative practices may 
change, and this content is a summary of potential 
issues to consider. This content is provided for 
guidance purposes only; it is not meant for direct 
implementation of transactions or reliance upon 
when considering entering into transactions. It 
should not be used as a substitute for professional 
tax, legal, financial, accounting, consulting, 
regulatory or other professional advice and you 
should seek professional advice before taking
any action. It is your responsibility to ensure you 
make all relevant disclosures to the relevant tax 
authorities and that you are compliant with local 
tax legislation. EY accepts no responsibility for any 
loss arising from any action taken or not taken by 
anyone using this material.

Index of terms
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Terms and Conditions of Use 

The information below sets out the Terms and Conditions 
of Use (“Terms of Use”) of the common tax questions and 
answer page (the “Webpage”). The information on the 
Webpage is provided by Ernst & Young. Your use of the content 
of these specific Webpages is governed by these Terms of Use. 
By accessing the Webpages, you agree to be bound by these 
Terms of Use. Before using the Webpage, you should read 
the Terms of Use carefully. For more information about Ernst 
& Young and details of its member firms, affiliates and the 
organisations which regulate it, please go to www.ey.com. 

You are wholly responsible for use of the Webpage and the 
information provided on it (the “Information”) by any person 
using your computer and you must ensure that any such 
person complies with these Terms of Use. The Webpage and 
the Information may be available throughout the world from 
time to time. Ernst & Young is not responsible for ensuring 
that the Webpage and the Information comply with the 
applicable laws in any jurisdiction worldwide. You acknowledge 
and agree that you shall make all necessary checks to ensure 
that you are allowed to access and use the Webpage and the 
Information in the jurisdiction you are in before doing so. 

The Information in this Webpage provides general information 
on certain subjects and is not an exhaustive treatment of such 
subjects. While every effort has been made to offer current 
and accurate information, errors can occur. Furthermore, 
the Webpage may contain references to certain laws and 
regulations. Laws and regulations will change over time and 
should be interpreted only in light of particular circumstances. 
The Information does not constitute accounting, tax, legal, 
investment, consulting or other professional advice or 
services. Before making any decision or taking any action 
which might affect your personal finances or business affairs, 
you should consult a qualified professional adviser. Certain 
links in the Information on the Webpage may allow access to 

other websites and/or resources maintained by third parties 
over whom Ernst & Young has no control and for which Ernst & 
Young does not accept any responsibility.

Ernst & Young does not warrant that the information will 
meet your requirements. should you seek to rely in any 
way on any of the information whatsoever, you do so at 
your own risk. it is your responsibility to ensure that any in-
formation you use is suitable for your needs and is accurate 
and fit for any particular purpose. the information is provided 
on an “as is” and “as available” basis, with no guarantees of 
completeness, accuracy or timeliness, and without represent-
ations, warranties or other contractual terms of any kind, ex-
press or implied. Ernst & Young does not represent or war-
rant that the information will be accurate, current, uninter-
rupted, error-free, omission-free or free of viruses or other 
harmful components except to the extent set out in these 
terms of use and to the fullest extent permitted by law, Ernst 
& Young does not give any other warranty, obligation or rep-
resentation of any kind, express or implied, statutory or oth-
erwise. to the fullest extent permissible pursuant to applic-
able law, Ernst & Young disclaims all liability to you and 
everyone else in respect of the information and the webpage, 
whether under any theory of tort, contract, warranty, strict 
liability or negligence or otherwise, and whether in respect of 
direct, indirect, consequential, special, punitive or similar 
damages, even if Ernst & Young was advised, knew or should 
have known of the possibility of such damages.
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You acknowledge and accept that your access and use of the 
Information is for your personal use and to the extent you 
use any material contained within the Information such use is 
subject to the following conditions: 

1.  All intellectual property and other proprietary rights in 
the Information are exclusively owned by Ernst & Young 
or its licensors and are protected by applicable intellectual 
property law. 

2.  No intellectual property or other rights in the Information 
shall be transferred to you.

3. You may not nor permit others to: 

• Use, copy, distribute or transfer the Information except 
as expressly permitted by these Terms of Use

• Sublicense, assign, rent or otherwise deal in the 
Information

• Alter, adapt, merge or translate the Information for any 
purpose

• Incorporate any material from the Information in any 
other work, publications or website either of your own 
or belonging to any third party

• Remove, modify or obscure any copyright, trademark or 
other proprietary notice in relation to or appearing on 
or in the Information. 

If any part of these Terms of Use is held by a court of 
competent jurisdiction to be unenforceable, the validity of the 
remainder of these Terms of Use will not be affected. 

These Terms of Use and any non-contractual obligations 
arising hereunder are governed by and interpreted under the 
laws of England. Any dispute howsoever arising in connection 
with these Terms of Use shall be subject to the exclusive 
jurisdiction of the English Courts. 

In accordance with the disclosure requirement of the 
Provision of Services Regulations 2009 the professional 
indemnity insurers of Ernst & Young UK LLP are Gloucester 
Insurance Ltd. c/o Aon’s Professional Services, 122 Leadenhall 
Street, London, EC3V 4AN.The territorial coverage is 
worldwide. 

Ernst & Young UK LLP is registered to carry on audit work in 
the UK by the Institute of Chartered Accountants in England 
and Wales.
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EY  |  Building a better working world

EY exists to build a better working world, helping 
to create long-term value for clients, people and 
society and build trust in the capital markets.

Enabled by data and technology, diverse EY 
teams in over 150 countries provide trust 
through assurance and help clients grow, 
transform and operate.

Working across assurance, consulting, law, 
strategy, tax and transactions, EY teams ask better 
questions to find new answers for the complex 
issues facing our world today.

EY refers to the global organization, and may refer to one or more, of 
the member firms of Ernst & Young Global Limited, each of which is 
a separate legal entity. Ernst & Young Global Limited, a UK company 
limited by guarantee, does not provide services to clients. Information 
about how EY collects and uses personal data and a description of the 
rights individuals have under data protection legislation are available via 
ey.com/privacy. EY member firms do not practice law where prohibited 
by local laws. For more information about our organization, please visit 
ey.com.
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The UK firm Ernst & Young LLP is a limited liability partnership registered in England and Wales 
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