
www.whiteblacklegal.co.in 

Volume 3 Issue 1 | Feb 2025        ISSN: 2581-8503 

  

http://www.whiteblacklegal.co.in/


www.whiteblacklegal.co.in 

Volume 3 Issue 1 | Feb 2025        ISSN: 2581-8503 

  

 

 

 

  

 

 

 

 

 

 

 

 

DISCLAIMER 
 

 

 

No part of this publication may be reproduced or copied in any form by any means 

without prior written permission of Editor-in-chief of White Black Legal – The 

Law Journal. The Editorial Team of White Black Legal holds the copyright to all 

articles contributed to this publication. The views expressed in this publication 

are purely personal opinions of the authors and do not reflect the views of the 

Editorial Team of White Black Legal. Though all efforts are made to ensure the 

accuracy and correctness of the information published, White Black Legal shall 

not be responsible for any errors caused due to oversight or otherwise. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.whiteblacklegal.co.in/


www.whiteblacklegal.co.in 

Volume 3 Issue 1 | Feb 2025        ISSN: 2581-8503 

  

EDITORIAL 

TEAM 
 

 

 

Raju Narayana Swamy (IAS ) Indian Administrative Service 

officer 
Dr. Raju Narayana Swamy popularly known as 

Kerala's Anti Corruption Crusader is the 

All India Topper of the 1991 batch of the IAS 

and is currently posted as Principal 

Secretary to the Government of Kerala . He has 

earned many accolades as he hit against 

the political-bureaucrat corruption nexus in 

India. Dr Swamy holds a B.Tech in Computer 

Science and Engineering from the IIT Madras 

and a Ph. D. in Cyber Law from Gujarat 

National Law University . He also has an LLM 

(Pro) ( with specialization in IPR) as well 

as three PG Diplomas from the National Law 

University, Delhi- one in Urban 

Environmental Management and Law, another 

in Environmental Law and Policy and a 

third one in Tourism and Environmental Law. 

He also holds a post-graduate diploma in 

IPR from the National Law School, Bengaluru 

and a professional diploma in Public 

Procurement from the World Bank. 

 

 

 

Dr. R. K. Upadhyay 

 

Dr. R. K. Upadhyay is Registrar, University of Kota 

(Raj.), Dr Upadhyay obtained LLB , LLM degrees from 

Banaras Hindu University & Phd from university of 

Kota.He has succesfully completed UGC sponsored 

M.R.P for the work in the ares of the various prisoners 

reforms in the state of the Rajasthan. 
 

 
 

 

 

 

 

http://www.whiteblacklegal.co.in/


www.whiteblacklegal.co.in 

Volume 3 Issue 1 | Feb 2025        ISSN: 2581-8503 

  

Senior Editor 
 

Dr. Neha Mishra 
 

Dr. Neha Mishra is Associate Professor & Associate 

Dean (Scholarships) in Jindal Global Law School, OP 

Jindal Global University. She was awarded both her PhD 

degree and Associate Professor & Associate Dean M.A.; 

LL.B. (University of Delhi); LL.M.; Ph.D. (NLSIU, 

Bangalore) LLM from National Law School of India 

University, Bengaluru; she did her LL.B. from Faculty of 

Law, Delhi University as well as M.A. and B.A. from 

Hindu College and DCAC from DU respectively. Neha 

has been a Visiting Fellow, School of Social Work, 

Michigan State University, 2016 and invited speaker 

Panelist at Global Conference, Whitney R. Harris World 

Law Institute, Washington University in St.Louis, 2015. 
 

 

Ms. Sumiti Ahuja 
Ms. Sumiti Ahuja, Assistant Professor, Faculty of Law, University 

of Delhi, 

 Ms. Sumiti Ahuja completed her LL.M. from the Indian Law 

Institute with specialization in Criminal Law and Corporate Law, 

and has over nine years of teaching experience. She has done her 

LL.B. from the Faculty of Law, University of Delhi. She is currently 

pursuing Ph.D. in the area of Forensics and Law. Prior to joining 

the teaching profession, she has worked as Research Assistant for 

projects funded by different agencies of Govt. of India. She has 

developed various audio-video teaching modules under UGC e-PG 

Pathshala programme in the area of Criminology, under the aegis 

of an MHRD Project. Her areas of interest are Criminal Law, Law 

of Evidence, Interpretation of Statutes, and Clinical Legal 

Education. 
 

 

Dr. Navtika Singh Nautiyal 
 

 

Dr. Navtika Singh Nautiyal presently working as an Assistant 

Professor in School of law, Forensic Justice and Policy studies 

at National Forensic Sciences University, Gandhinagar, 

Gujarat. She has 9 years of Teaching and Research 

Experience. She has completed her Philosophy of Doctorate 

in ‘Intercountry adoption laws from Uttranchal University, 

Dehradun’ and LLM from Indian Law Institute, New Delhi. 

 

http://www.whiteblacklegal.co.in/


www.whiteblacklegal.co.in 

Volume 3 Issue 1 | Feb 2025        ISSN: 2581-8503 

  

 

Dr. Rinu Saraswat 
 

Associate Professor at School of Law, Apex University, Jaipur, 

M.A, LL.M, Ph.D, 

 

Dr. Rinu have 5 yrs of teaching experience in renowned 

institutions like Jagannath University and Apex University. 

Participated in more than 20 national and international seminars 

and conferences and 5 workshops and training programmes. 
 

 

 

 

 

 

 

Dr. Nitesh Saraswat 
 

 

E.MBA, LL.M, Ph.D, PGDSAPM 

Currently working as Assistant Professor at Law Centre II, 

Faculty of Law, University of Delhi. Dr. Nitesh have 14 years of 

Teaching, Administrative and research experience in Renowned 

Institutions like Amity University, Tata Institute of Social 

Sciences, Jai Narain Vyas University Jodhpur, Jagannath 

University and Nirma University. 

More than 25 Publications in renowned National and 

International Journals and has authored a Text book on Cr.P.C 

and Juvenile Delinquency law. 

 

 

 

 

Subhrajit Chanda 
 

 

BBA. LL.B. (Hons.) (Amity University, Rajasthan); LL. M. 

(UPES, Dehradun) (Nottingham Trent University, UK); 

Ph.D. Candidate (G.D. Goenka University) 

 

Subhrajit did his LL.M. in Sports Law, from Nottingham 

Trent University of United Kingdoms, with international 

scholarship provided by university; he has also completed 

another LL.M. in Energy Law from University of Petroleum 

and Energy Studies, India. He did his B.B.A.LL.B. (Hons.) 

focussing on International Trade Law. 

 
 

 

http://www.whiteblacklegal.co.in/


www.whiteblacklegal.co.in 

Volume 3 Issue 1 | Feb 2025        ISSN: 2581-8503 

  

 

 

 

 
 
 
 
 
 

ABOUT US 
 

 

 

 

 

       WHITE BLACK LEGAL is an open access, peer-reviewed and 

refereed journal providededicated to express views on topical legal 

issues, thereby generating a cross current of ideas on emerging 

matters. This platform shall also ignite the initiative and desire of 

young law students to contribute in the field of law. The erudite 

response of legal luminaries shall be solicited to enable readers to 

explore challenges that lie before law makers, lawyers and the 

society at large, in the event of the ever changing social, economic 

and technological scenario. 

                       With this thought, we hereby present to you 

 

 

 

 

 

 

 

 

 

http://www.whiteblacklegal.co.in/


www.whiteblacklegal.co.in 

Volume 3 Issue 1 | Feb 2025        ISSN: 2581-8503 

  

UK TAX REFORMS & NON-DOMS: GLOBAL 

IMPLICATIONS 
 

 AUTHORED BY: ADITH MANOJ KALARIKKAL  

CO AUTHOR: VAISHNAVI MATHUR 

 

 

Abstract 

The recent UK tax reforms have significantly impacted non-domiciled individuals (non-doms), 

particularly in relation to the taxation of their worldwide assets and offshore trusts. The key 

change is the removal of the remittance basis, requiring non-doms to pay UK tax on their global 

income and gains, even if not brought into the UK. Additionally, offshore trusts are now subject 

to increased reporting and taxation on accumulated income and distributions to UK-resident 

beneficiaries. These reforms aim to close tax avoidance loopholes, creating a more transparent 

and fair system. This paper examines the legal and financial implications for non-doms, 

offering recommendations on adapting to the new tax landscape, including trust restructuring, 

global asset management, and enhanced compliance 

 

INTRODUCTION 

Research Question: 

"What are the legal and financial implications of the new UK tax reforms on non-domiciled 

individuals (non-doms), particularly concerning taxation of their worldwide assets and 

offshore trusts?" 

The taxation system in the United Kingdom has long been a subject of debate, especially in 

regard to individuals who are non-domiciled (non-doms). Non-doms are individuals who are 

tax residents in the UK but claim to be domiciled elsewhere. Historically, this status provided 

significant tax advantages, particularly with regard to income and gains arising from foreign 

assets. For years, non-doms were allowed to benefit from the remittance basis of taxation, 

where foreign income and capital gains were only taxed when brought into the UK. This 

system, however, created a disparity between those who had financial ties to the UK and those 

who did not, leading to a growing conversation around the fairness and sustainability of such 

tax provisions. 
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In response to criticisms and in an effort to modernize the tax system, the UK government 

introduced significant reforms in the tax rules for non-doms. These reforms aim to curb tax 

avoidance, improve the transparency of the tax system, and ensure that non-doms contribute 

more equitably to the UK’s tax base. This shift has implications not only for individuals who 

have claimed non-dom status but also for trustees managing offshore trusts, who now face an 

evolving landscape of taxation. 

 

These reforms mark a departure from the domicile-based tax system to one that places more 

emphasis on the length of a person’s residence in the UK. With a focus on foreign income and 

gains, as well as the management of offshore trusts, these reforms have the potential to impact 

millions of individuals and a variety of professionals, including tax consultants, legal advisors, 

and trustees. This transition is poised to reshape the financial planning strategies for non-doms 

and offer new opportunities for those entering the UK tax system. 

 

Importance of the Study 

The importance of studying the UK’s tax reforms lies in their far-reaching effects on both 

individuals and entities engaged in wealth management and tax planning. For non-doms with 

offshore trusts, the reforms fundamentally change how foreign income and capital gains will 

be treated. In particular, the introduction of new rules surrounding inheritance tax (IHT), capital 

gains tax (CGT), and the temporary repatriation facility presents both challenges and 

opportunities for trustees, beneficiaries, and settlors. 

 

The ability to navigate these changes will be essential for individuals to ensure their financial 

affairs are in order, avoiding potential pitfalls that could result in unexpected tax liabilities. 

Moreover, the introduction of the four-year tax break for new arrivals and the re-basing option 

for foreign assets held on 5 April 2017 will require precise planning and strategic foresight. 

 

For trustees and legal professionals, the study of these reforms is imperative to understand the 

implications on trust structures, asset management, and tax obligations. Legal advisors must be 

prepared to provide clients with sound advice on how to restructure trusts and assets to 

minimize tax exposure under the new system. Trustees will need to be proactive in advising on 

the residence status of both settlors and beneficiaries, ensuring that the appropriate measures 

are taken to mitigate the risk of inheritance tax liabilities. 
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The reforms also play a critical role in the broader conversation surrounding tax equity and 

transparency. By addressing the advantages that non-doms have historically enjoyed, these 

reforms aim to create a more level playing field for all taxpayers. As such, they represent an 

important step in aligning the UK tax system with international standards and addressing 

concerns around fairness and avoidance. 

 

Research Objectives and Scope 

This study aims to provide an in-depth analysis of the recent UK tax reforms affecting non-

domiciled individuals, particularly those with offshore trusts. The research objectives are as 

follows: 

1. Understanding the Taxation of Non-Doms: To explore how the new reforms impact 

non-doms with foreign income and assets, focusing on changes to the taxation of 

offshore trusts, inheritance tax, and capital gains tax. 

2. Impact on Trustees and Beneficiaries: To analyse the consequences of the reforms 

on trustees, settlors, and beneficiaries, with a specific focus on the strategies that 

trustees can employ to manage these changes and minimize tax liabilities. 

3. Evaluating the Four-Year Tax Break: To assess the opportunities and challenges 

presented by the new four-year tax break for new arrivals to the UK, and its potential 

to influence the decision-making of individuals planning to move to the UK. 

4. Exploring the Re-basing Option for Foreign Assets: To explain the re-basing 

provision available to non-doms who held foreign assets on 5 April 2017, and how this 

option can be leveraged to reduce capital gains tax liabilities when assets are sold or 

disposed of. 

5. Assessing the Temporary Repatriation Facility: To examine the Temporary 

Repatriation Facility, which allows non-doms to remit foreign income and gains at a 

reduced tax rate, and how this provision can be utilized by individuals with offshore 

trusts. 

6. Analyzing the Long-Term Implications: To consider the long-term effects of these 

tax reforms on non-doms, trustees, and the UK economy as a whole, particularly in 

terms of compliance, tax revenue generation, and the potential for future policy shifts. 

The scope of this research will be limited to the specific tax reforms affecting non-doms in the 

UK as outlined by the government. The study will primarily focus on the taxation of foreign 

income and assets, inheritance tax exposure, and the impact on offshore trusts. The research 

will also touch upon broader tax policy changes, including the transition to a residence-based 

http://www.whiteblacklegal.co.in/


www.whiteblacklegal.co.in 

Volume 3 Issue 1 | Feb 2025        ISSN: 2581-8503 

  

system and the potential shift in the financial behavior of non-doms in response to these 

reforms. 

 

The research will make use of primary sources, such as UK government publications and tax 

guidelines, as well as secondary sources including academic literature, case law, and expert 

commentary. The study will also consider comparative analyses of tax systems in other 

jurisdictions to provide a broader context for understanding the UK’s approach to non-

domiciled taxation. 

 

Understanding Non-Domiciled (Non-Dom) Taxation in the UK 

Definition and Legal Framework for Non-Doms 

In the United Kingdom, the concept of non-domiciled (non-dom) individuals has been a critical 

component of the country’s tax regime, particularly in terms of income tax, capital gains tax, 

and inheritance tax. To understand the legal framework, it is essential to distinguish between 

the terms domicile and residence. While residence refers to where a person lives, domicile 

refers to the country that a person considers their permanent home. A person can be a resident 

in the UK, but they may still claim non-dom status if their permanent home (domicile) remains 

outside the UK. 

 

Non-domiciled individuals have been historically allowed to benefit from a preferential tax 

treatment known as the remittance basis. This means that they are only taxed on their foreign 

income and gains when such income is brought into the UK. In contrast, individuals who are 

domiciled in the UK are taxed on their worldwide income and capital gains, regardless of where 

those assets are situated. 

 

The legal framework governing non-domiciled taxation in the UK has evolved over the years. 

Initially, the tax advantages for non-doms were enshrined in common law, but over time, the 

government passed specific legislation that formalized these practices. The primary legislation 

that governs non-dom taxation includes: 

1. The Income Tax Act 2007: This Act lays down the rules for determining whether a 

person is subject to UK tax on their foreign income and gains based on their domicile 

status. 
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2. The Finance Act 2008: This introduced the concept of the "remittance basis charge" 

(RBC), which required non-doms to pay an annual charge to continue benefiting from 

the remittance basis of taxation. 

3. The Finance Act 2017: This provided further clarification on the tax treatment of non-

doms and introduced a series of reforms that significantly impacted long-term non-

doms, particularly those who had been resident in the UK for 15 years or more. 

4. The Inheritance Tax Act 1984: This piece of legislation also addresses the taxation of 

non-domiciled individuals in terms of inheritance tax, which applies to non-doms who 

hold assets in the UK or who have UK-based beneficiaries. 

These laws have allowed the UK to maintain a favorable tax regime for non-doms, encouraging 

high-net-worth individuals (HNWIs) and international businesses to set up in the country. 

However, in recent years, the government has sought to tighten the rules to ensure that non-

doms pay a fairer share of tax. 

 

Historical Tax Treatment of Non-Doms 

Historically, the UK has offered a unique tax advantage to individuals who are considered non-

doms. The tax benefits associated with non-dom status were primarily centered around the 

remittance basis of taxation, which allowed non-doms to avoid paying UK tax on their foreign 

income unless that income was remitted (brought) to the UK. 

 

The roots of this special tax treatment go back to the early 18th century, and the tax benefits 

were formalized in the early 20th century. Initially, this system was designed to make the UK 

a more attractive place for international investors, entrepreneurs, and high-net-worth 

individuals. The rationale was that non-doms would contribute to the UK economy through 

their presence and investments while avoiding the tax burden that might be imposed if they 

were taxed on their global income. 

 

For the majority of non-doms, their foreign income and capital gains would be completely 

exempt from UK tax unless the money was physically brought into the UK, either by 

transferring funds into a UK bank account or by using those funds to purchase UK assets. Non-

doms were also permitted to structure their financial affairs in a way that minimized their UK 

tax exposure by holding offshore trusts, companies, and other entities. 

 

In 2008, the UK introduced the remittance basis charge (RBC), a fee that non-doms who had 
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been residents in the UK for a certain number of years would be required to pay in exchange 

for continuing to benefit from the remittance basis of taxation. Initially set at £30,000 for 

individuals who had been resident in the UK for at least 7 years, the charge was gradually 

increased, with the limit set at £60,000 for those who had been residents in the UK for 12 years 

or more. 

 

This was seen as a way to balance the tax benefits of non-doms while still ensuring that the UK 

was able to generate tax revenue. The introduction of the RBC in 2008 signified a shift from a 

more lenient approach to non-dom taxation toward a more regulated and fiscally responsible 

system. However, even with this charge, non-doms still had a considerable advantage 

compared to UK-domiciled residents, as the tax charge was relatively small compared to the 

potential tax savings from using the remittance basis. 

 

Moreover, until the reforms of 2017, non-doms were also permitted to pass their wealth down 

to future generations without incurring inheritance tax, provided they could establish that their 

permanent home remained outside the UK. This created further disparities, as non-doms could 

effectively shield their wealth from inheritance tax by maintaining their domicile status abroad. 

This system of non-dom taxation was often criticized for allowing wealthy individuals to avoid 

paying their fair share of tax, and there were growing concerns about the fairness of the system. 

Critics argued that it allowed a privileged group of individuals to enjoy the benefits of living 

and working in the UK without contributing adequately to public finances. There was 

increasing public and political pressure to reform the non-dom system and ensure that it was 

more in line with the principle of tax fairness. 

 

Key Benefits Previously Available 

Before the introduction of recent tax reforms, non-doms enjoyed several key benefits that 

significantly reduced their tax liabilities. These benefits were primarily centered around the 

ability to shield foreign income, capital gains, and assets from UK tax. The main advantages 

included: 

1. Remittance Basis of Taxation: Non-doms were only taxed on foreign income and 

capital gains when they were brought into the UK. This meant that if a non-dom kept 

their foreign income and assets outside the UK, they could avoid paying UK tax on 

those earnings indefinitely. This was particularly advantageous for individuals with 

substantial offshore wealth or international businesses that generated income abroad. 
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2. No Inheritance Tax on Foreign Assets: Non-doms could avoid UK inheritance tax 

(IHT) on foreign assets as long as those assets were held outside the UK and the non-

dom could establish that they were domiciled outside the UK. This meant that a non-

dom could pass on significant wealth to their heirs without incurring the UK’s 40% 

inheritance tax, which applied to UK-domiciled individuals. 

3. No Capital Gains Tax on Foreign Assets: Non-doms were not subject to capital gains 

tax (CGT) on the appreciation of foreign assets unless those assets were sold or disposed 

of within the UK. This exemption was particularly beneficial for individuals with 

significant foreign investments, such as shares in foreign companies, real estate abroad, 

or other financial instruments. 

4. Tax Deferral on Foreign Income: Non-doms were able to defer paying tax on foreign 

income until it was brought into the UK. This created an opportunity for strategic tax 

planning, where non-doms could accumulate wealth overseas and delay tax payments 

until they chose to remit the funds to the UK. This tax deferral mechanism could be 

particularly beneficial in wealth management and financial planning. 

5. Offshore Trusts: Non-doms often used offshore trusts as part of their wealth 

management strategies. By placing assets into an offshore trust, non-doms could 

potentially avoid UK taxation on those assets for several years, as the trust was 

considered a separate legal entity. This also allowed non-doms to shield assets from 

inheritance tax by setting up complex trust structures that maintained their non-domicile 

status. 

 

Overview of the New UK Tax Reforms 

The UK tax system has seen significant reforms, particularly in the treatment of non-domiciled 

individuals, or non-doms. Non-domicile status has long been a prominent feature of the UK 

tax system, offering a range of tax advantages to those who do not consider the UK to be their 

permanent home. These reforms represent a significant shift in the way non-doms are taxed, 

moving from a domicile-based system to one based on residency. This change is crucial for 

both the individuals affected and the professionals who advise them, as it has the potential to 

reshape wealth management, estate planning, and taxation strategies for non-doms residing in 

the UK. 
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Legislative Changes and Policy Intent: Key Reforms and Their Effects 

The UK government has introduced a series of landmark reforms that aim to overhaul the 

taxation system for non-domiciled (non-dom) individuals. These reforms seek to address 

perceived loopholes in the previous tax system and to ensure greater fairness, transparency, 

and tax compliance, particularly with respect to long-term residents who have taken advantage 

of the non-dom status for tax benefits. Below is an in-depth look at the major changes and their 

impacts on both non-doms and the broader UK tax system. 

 

One of the most significant changes introduced by the reforms is the removal of the remittance 

basis for long-term residents. Under the previous system, non-domiciled individuals could 

claim the remittance basis, allowing them to only pay UK taxes on their UK income and gains, 

while foreign income and gains remained untaxed unless brought into the UK. This system 

allowed non-doms to shield substantial portions of their wealth from UK taxation, creating a 

stark contrast between the tax liabilities of non-doms and UK-domiciled individuals. The new 

reforms, however, have eliminated the remittance basis for individuals who have been UK 

residents for 15 years or more. These long-term residents are now subject to taxation on their 

worldwide income and capital gains, regardless of whether or not the funds are remitted into 

the UK. As a result, individuals who had previously relied on the remittance basis for tax 

advantages now face an increase in their overall tax liabilities, especially if they hold significant 

assets or income abroad. The government's intent behind this change is to increase tax revenues 

and curb tax avoidance by individuals who have exploited the non-dom status for extended 

periods. 

 

In a similar vein, the UK tax reforms have had a profound impact on inheritance tax (IHT) 

liabilities for non-doms. Previously, non-domiciled individuals could exclude their foreign 

assets from IHT, thereby avoiding UK tax on property, investments, or other assets held outside 

the country. This allowed non-doms to accumulate wealth in foreign jurisdictions without 

incurring UK inheritance tax, even if they had lived in the UK for long periods. Under the new 

reforms, however, non-doms who have been UK residents for 10 of the last 20 years will now 

be subject to inheritance tax on their worldwide assets, including those held outside the UK. 

This change aligns the tax treatment of non-doms with that of UK-domiciled individuals, who 

have always been liable for IHT on global assets. The impact of this reform is significant for 

non-doms with substantial foreign estates, as they will now face an increased tax burden on 

their wealth when it is passed on to heirs. For many non-doms, this change necessitates a 
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reevaluation of estate planning strategies and may lead to restructuring of trusts or other 

financial arrangements to minimize the impact of IHT. 

 

Another notable change relates to capital gains tax (CGT) treatment of foreign assets. Non-

doms were previously able to avoid paying CGT on capital gains made from foreign assets 

unless those assets were brought into the UK. This created a situation where individuals with 

significant investments abroad were able to build wealth without facing the same tax liabilities 

as their UK-domiciled counterparts. To address this, the new tax reforms introduce a capital 

gains re-basing provision. Non-doms who own foreign assets will now be able to rebase these 

assets to their market value as of April 5, 2017, when calculating future capital gains tax 

liabilities. This means that non-doms will no longer enjoy the benefit of avoiding CGT on the 

appreciation of foreign assets, but they can calculate their capital gains tax based on the current 

value of those assets. While this re-basing provision offers some relief to long-term non-doms 

who held assets before the reforms were implemented, it significantly increases the tax burden 

for future gains on foreign assets. This change aligns the taxation of capital gains on foreign 

assets with that of UK-domiciled individuals, ensuring a fairer and more consistent tax regime. 

Additionally, the reforms also introduced changes in the rules governing offshore trusts and 

how they are treated for tax purposes. Previously, non-doms could use offshore trusts to hold 

foreign assets, allowing them to benefit from tax advantages, such as exemption from UK 

inheritance tax and the ability to shield assets from UK taxation altogether. Under the new 

rules, however, offshore trusts are more closely scrutinized, and non-doms will face increased 

reporting requirements and a greater degree of transparency. Offshore trusts that are used by 

non-doms will now be subject to UK taxation on income and gains that are retained within the 

trust, even if the assets are not brought into the UK. This change seeks to curb the use of 

offshore trusts as vehicles for tax avoidance and is in line with the UK's broader efforts to 

combat tax evasion and increase transparency in international financial transactions. 

 

The introduction of a new flat-rate tax for non-doms was also a key element of the reforms. 

Previously, non-doms who claimed the remittance basis were required to pay a fixed annual 

charge after being UK residents for a certain number of years. The reforms have restructured 

this annual charge, effectively reducing the tax benefits of the non-dom status for those who 

had been residents for extended periods. The new flat-rate charge is seen as a means of 

simplifying the tax treatment of non-doms while still ensuring that they contribute a fair share 

of tax revenue to the UK Treasury. This change has raised concerns among wealthy non-doms, 
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who may face a higher tax bill under the new system, but it is also viewed as a step towards 

achieving greater tax equity. 

 

In sum, the UK tax reforms mark a significant departure from the previous system that allowed 

non-doms to enjoy preferential tax treatment. By removing the remittance basis, subjecting 

non-doms to taxation on global assets, and tightening the rules around offshore trusts and 

inheritance tax, the UK government has aimed to create a more equitable tax system. These 

reforms ensure that long-term UK residents, regardless of their domicile status, will contribute 

more substantially to the UK economy through taxes on their worldwide income, capital gains, 

and assets. While these changes may place a heavier burden on non-doms, they reflect a broader 

trend towards fairness in taxation and align the UK's tax system with international standards of 

transparency and tax compliance. 

 

Primary Provisions Affecting Non-Doms 

Several key provisions have been introduced in the UK tax reforms, which will have a direct 

impact on non-doms residing in the country. These provisions cover areas such as income tax, 

inheritance tax (IHT), capital gains tax (CGT), and the temporary repatriation facility, among 

others. The changes primarily focus on long-term non-doms, who will see an increase in their 

tax liabilities as the new reforms are implemented. 

 

1. Taxation of Foreign Income and Gains 

One of the most significant changes introduced by the reforms is the removal of the 

remittance basis of taxation for non-doms who have been UK tax residents for 15 years 

or more. Under the old rules, non-doms were only taxed on their foreign income or 

capital gains when those assets were brought into the UK, allowing many individuals 

to avoid paying UK tax on income held abroad. However, with the new reforms, non-

doms will now be subject to UK tax on their worldwide income and capital gains, 

regardless of whether or not those funds are brought into the UK. 

This change will significantly impact individuals who have relied on the remittance 

basis of taxation to shield their foreign income from UK taxes. The reforms ensure that 

long-term residents contribute to the UK tax system by taxing their foreign income and 

gains as they arise, much like UK domiciled individuals. This could lead to an increased 

tax liability for many non-doms, particularly those with significant foreign investments 

or income streams. 
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2. Inheritance Tax (IHT) on Foreign Assets 

Under the previous system, non-doms could avoid UK inheritance tax (IHT) on their 

foreign assets, including those held in offshore trusts, provided they were not deemed 

to be UK-domiciled. However, with the new reforms, this tax advantage is being 

removed for long-term UK residents who have been UK tax residents for 10 out of the 

last 20 years. These individuals will now be subject to IHT on their foreign assets, 

including those held in trusts, just as UK domiciled individuals are. 

For trustees, this change means that they will need to consider the residency status of 

the settlor and beneficiaries when planning for potential IHT liabilities. In many cases, 

restructuring may be required to mitigate the impact of the IHT exposure. For non-doms 

with offshore trusts, this change could mean that their foreign assets are now subject to 

UK inheritance tax, even if those assets were previously protected under the old system. 

3. Capital Gains Tax (CGT) on Foreign Assets 

The new reforms also bring significant changes to the way capital gains tax (CGT) is 

applied to foreign assets. Non-doms who held foreign assets on 5 April 2017 will have 

the option to rebase the value of those assets to their market value on that date for CGT 

purposes. This provision allows non-doms to reduce their future capital gains tax 

liability on foreign assets that were held in offshore trusts prior to the reforms. 

For trustees, this means that they will need to work with the settlor to ensure that the 

re-basing provision is utilized correctly when foreign assets are sold or disposed of. By 

re-basing to the market value as of 5 April 2017, non-doms can effectively reduce the 

CGT liability on gains made after that date, while gains made before that date will be 

exempt from taxation. 

4. Temporary Repatriation Facility 

The UK government is also offering a temporary repatriation facility for individuals 

who have previously used the remittance basis of taxation. This facility will allow non-

doms to bring foreign income and gains back into the UK at a reduced tax rate during 

the transitional period, which will last for 3 years starting in 2025. Non-doms who take 

advantage of this facility will be able to remit foreign income and gains at a tax rate of 

12% in the first two years, and 15% in the final year. 

For trustees, this represents an opportunity to assist their clients in bringing foreign 

income and gains into the UK at a reduced tax rate before the new rules take full effect. 

This facility is designed to encourage non-doms to repatriate their foreign assets to the 

UK before the reforms are fully implemented. 
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5. Timeline for Implementation 

The new UK tax reforms are set to be implemented in stages, with key changes coming 

into effect in 2025. The following timeline outlines the key dates for the implementation 

of the reforms: 

 The residency-based taxation system will come into effect in 2025, marking the 

start of a new era in the taxation of non-doms in the UK. From this date, long-

term residents will no longer be able to rely on the remittance basis of taxation, 

and foreign income and gains will be taxed as they arise. 

 The temporary repatriation facility will also begin in 2025, providing non-doms 

with a limited window to bring foreign income and gains into the UK at a 

reduced tax rate. 

 The new inheritance tax rules, which will subject non-doms to UK IHT on their 

foreign assets, will be fully implemented by 2027. By this date, trustees will 

need to have made any necessary adjustments to their estate planning strategies 

to account for the changes in IHT rules. 

 

 

Fig. 1 

 

Tax Implications on Worldwide Assets for Non-Doms 

The UK tax reforms have significantly altered the tax treatment for non-doms (individuals who 

are not domiciled in the UK but are resident for tax purposes). Previously, non-doms were 

eligible for the "remittance basis" of taxation, which allowed them to only pay UK tax on 

http://www.whiteblacklegal.co.in/


www.whiteblacklegal.co.in 

Volume 3 Issue 1 | Feb 2025        ISSN: 2581-8503 

  

income and gains that were brought into the country, while their worldwide assets and income 

were exempt from UK tax if left abroad. 

 

Under the new tax regime, non-doms will no longer be able to rely on this advantageous 

treatment, and all worldwide income, gains, and assets will be subject to UK taxation. This 

change applies regardless of whether the non-dom brings their foreign income or gains into the 

UK. The implications of this shift are far-reaching, especially for non-doms with substantial 

international assets, as it would effectively eliminate the tax advantage that allowed them to 

avoid UK taxes on their global portfolio. 

 

Non-doms will now be taxed on: 

 Worldwide Income: Income from foreign investments, rental income from overseas 

properties, and earnings abroad will be taxed in the UK. 

 Worldwide Capital Gains: Any capital gains made from the sale or disposal of foreign 

assets, such as shares in foreign companies or real estate outside the UK, will now be 

subject to UK Capital Gains Tax (CGT). 

 Overseas Assets: The value of non-doms’ worldwide assets, including foreign 

businesses, bank accounts, real estate, and investments, will also be included in estate 

planning for Inheritance Tax (IHT) purposes. 

 

Changes in Remittance Basis Taxation 

The most significant change for non-doms is the abolition of the remittance basis of taxation 

for long-term UK residents. The remittance basis previously allowed non-doms to only pay UK 

tax on their foreign income and gains if they brought those funds into the UK. The new reforms 

have removed this option for many non-doms, and from April 2023, all non-doms who have 

been UK residents for 15 out of the last 20 years will be taxed on their worldwide income and 

gains, irrespective of whether they are brought into the UK. 

 

The impact of this change on non-doms is substantial: 

 Expanded Tax Base: Non-doms will now be taxed as UK domiciliaries on their foreign 

income, foreign assets, and capital gains, thus facing a broader tax base. 

 Tax on Foreign Assets and Income: Assets such as foreign bank accounts, 

international real estate, and investments in foreign companies that were previously 

outside the scope of UK tax will now be taxed by HMRC. 
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 Transitional Provisions: For non-doms who are new UK residents or who have been 

in the country for fewer than 15 years, there may still be a transitional period where 

they can use the remittance basis of taxation, but this is a limited concession. 

This reform removes the incentive for wealthy individuals to remain non-domiciled, as it 

removes the preferential tax treatment for foreign assets and income. Non-doms now face a 

situation where they will have to pay UK tax on all their foreign wealth, which could lead to a 

significant increase in their tax liabilities. 

 

Capital Gains Tax and Inheritance Tax Considerations 

With the removal of the remittance basis for non-doms, Capital Gains Tax (CGT) and 

Inheritance Tax (IHT) on worldwide assets are two key areas where non-doms will be 

significantly impacted. 

 Capital Gains Tax (CGT): 

Under the old system, non-doms were only liable for CGT on the sale or disposal of 

assets located in the UK. However, with the new reforms, non-doms will be liable for 

CGT on the sale of all worldwide assets, including real estate, stocks, and business 

interests located outside the UK. 

The tax rates and exemptions for CGT remain unchanged, but the key difference now 

is that non-doms must report and pay CGT on their overseas assets. This creates a 

substantial tax burden for non-doms with significant offshore investments. 

 Impact on Investment Strategies: Non-doms who have relied on tax-efficient 

investment strategies may need to reassess their holdings. Offshore assets, previously 

shielded from UK CGT, will now be taxable in the UK. The introduction of CGT on 

worldwide assets could also prompt non-doms to reconsider their methods of asset 

disposals, potentially leading to tax planning strategies such as gifting or restructuring 

investments to minimize CGT liabilities. 

 Inheritance Tax (IHT): 

Similarly, IHT on worldwide assets is a new consideration for non-doms who have been 

UK tax residents for over 15 years. Prior to the reform, non-doms were only subject to 

UK IHT on UK-based assets, such as property or bank accounts in the UK. However, 

with the reform, IHT is now applicable on all assets, both in the UK and abroad, if 

the individual has been a UK resident for 15 out of the last 20 years. 

o Relevance for Estate Planning: This means that non-doms must now plan for 

IHT on their global estate, including real estate and investments held in other 
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countries. Non-doms who have set up trusts or other estate planning vehicles 

may need to reconsider the structure of those arrangements to mitigate the 

impact of IHT on their foreign assets. 

o Strategies for Minimizing IHT: Non-doms with substantial offshore estates 

may need to adopt strategies like gifting assets during their lifetime, creating 

tax-efficient offshore trust structures, or utilizing IHT exemptions and reliefs 

available under UK law. 

 

4. Compliance and Reporting Obligations 

The reforms to the taxation of non-doms, especially concerning worldwide assets, will require 

significant changes to compliance and reporting obligations for non-doms. The tax 

authorities (HMRC) will now expect full transparency regarding the non-dom’s worldwide 

income, gains, and assets. This includes: 

 Global Income and Asset Reporting: Non-doms will be required to report their global 

income, gains, and assets to HMRC on an annual basis. This includes any foreign bank 

accounts, overseas properties, foreign investments, and business interests. 

 Offshore Trust Reporting: Non-doms who have established offshore trusts will need 

to report the details of those trusts, including income, gains, and distributions to UK-

resident beneficiaries. HMRC has strict disclosure requirements for offshore trusts, and 

non-doms must ensure compliance to avoid penalties or legal action. 

 Penalties for Non-Compliance: The failure to comply with these reporting obligations 

could lead to severe penalties, including financial penalties and potential criminal 

sanctions for tax evasion or failure to disclose foreign income and assets. The UK has 

stringent rules regarding international tax compliance, and non-doms will need to 

ensure that they are fully transparent with HMRC regarding their global financial 

affairs. 

The tax reforms targeting non-doms in the UK represent a significant shift in how individuals 

with worldwide assets are taxed. The changes, especially the removal of the remittance basis 

and the introduction of taxation on global income, capital gains, and assets, will require non-

doms to reassess their financial structures. Non-doms must adapt to new reporting and 

compliance requirements, ensuring they are fully transparent with HMRC. Strategies around 

asset management, estate planning, and tax optimization will need to evolve to address the 

increased tax burden that will arise from these reforms. 
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Impact on Offshore Trusts 

The introduction of these UK tax reforms has a significant impact on offshore trusts 

established by non-doms, particularly in light of the changes to the taxation of worldwide 

assets, the end of the remittance basis, and increased reporting obligations. These reforms will 

require non-doms with offshore trusts to reassess their trust structures, consider the tax 

implications of their distributions, and plan for compliance with new and stricter rules on the 

taxation of foreign assets. 

 Taxation of Offshore Trusts: 

The new tax rules require non-doms to pay tax on their worldwide income and gains, 

including those held in offshore trusts. As a result, non-doms may be required to pay 

UK tax on the income and capital gains that accumulate within the trust, regardless of 

whether those amounts are distributed to beneficiaries or not. This represents a 

departure from the previous system, where foreign income and gains within offshore 

trusts were typically not subject to UK tax unless remitted to the UK. 

 Trust Reporting Obligations: 

Offshore trusts must now comply with increased disclosure requirements, which require 

them to report income, gains, and distributions to HMRC. Trusts that were previously 

not required to disclose certain activities or holdings will now need to provide detailed 

records and account for income and assets from overseas sources. Failure to disclose 

this information can result in substantial penalties or legal action for non-compliance. 

 

Treatment of Settlor-Interested Trusts under New Rules 

Under the new reforms, settlor-interested trusts (also known as “self-settled trusts” or 

"settlor-beneficiary trusts") — where the settlor is a potential beneficiary — are subject to 

stricter tax rules, particularly for non-doms. These types of trusts often involved significant tax 

planning for non-doms as the settlor could have access to the trust’s benefits, while avoiding 

certain tax liabilities on foreign income. 

 Tax on Trust Income and Gains: 

The new rules are designed to close loopholes where non-doms were able to avoid UK 

tax by using offshore settlor-interested trusts. Under the previous system, income and 

gains accumulated within a settlor-interested trust could be deferred indefinitely, 

avoiding UK tax unless they were brought into the country. However, under the new 

system, income and gains within such trusts will be subject to UK tax on a "current 
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year" basis, meaning they will be taxed as though they were distributed to the settlor, 

even if not physically transferred to the UK. 

 Implications for Trusts Established Before the Reform: 

Non-doms who have established settlor-interested trusts prior to the reform must now 

consider the potential tax implications of these trusts. If the settlor continues to have 

access to the trust’s assets or receives any form of benefit, it could trigger UK tax 

liabilities on the trust’s income, even if no distribution is made to the settlor. 

Additionally, settlor-interested trusts established by long-term UK residents will now 

face the same taxation as UK domiciliaries, including IHT on worldwide assets. 

 Potential for Retrospective Taxation: 

The retrospective effect of these changes means that trusts that were previously set up 

under the remittance basis or based on the old rules could now be subject to taxes and 

penalties on their foreign assets. It’s crucial for non-doms to review any trust 

arrangements they have in place and determine whether restructuring or modification 

is needed to ensure they are compliant with the new rules. 

 

Taxation of Trust Distributions and Benefits 

One of the most significant changes introduced by the UK tax reforms relates to the taxation 

of trust distributions and benefits. The previous system, where non-doms could avoid UK 

tax on the income and capital gains of offshore trusts unless distributed to the UK, has been 

replaced by stricter reporting and taxation rules. 

 Taxation on Distributions: 

Now, when an offshore trust makes a distribution to a beneficiary who is a UK resident 

(whether or not they are domiciled in the UK), the trust's income or capital gains will 

be subject to UK tax at the time of distribution. The amount of tax paid will depend on 

the type of income or asset being distributed (e.g., dividends, interest, capital gains), 

but in general, the UK tax system now treats the distribution as if the beneficiary were 

directly receiving the income or gains from the foreign assets of the trust. 

 Trustee's Role in Reporting: 

Trustees of offshore trusts must now report to HMRC on the distributions made to UK-

resident beneficiaries. In many cases, trustees will need to provide a detailed breakdown 

of the trust’s income and gains, the amounts distributed, and the specific tax treatment 

of those distributions. This increased transparency will require trustees to maintain 

comprehensive records and ensure that they comply with the new reporting 

http://www.whiteblacklegal.co.in/


www.whiteblacklegal.co.in 

Volume 3 Issue 1 | Feb 2025        ISSN: 2581-8503 

  

requirements, which is a significant administrative burden. 

 Impact on Beneficiaries: 

For beneficiaries, particularly those who are non-doms, these changes mean they can 

no longer rely on offshore trusts to shield them from UK tax on distributions. Any 

benefits received from offshore trusts, whether in the form of cash, property, or other 

assets, will now be subject to UK tax as though they were directly sourced from UK 

income or assets. As a result, non-doms may need to reconsider how they access the 

benefits of their trusts, particularly if they are planning to bring assets back to the UK 

or use them to fund UK-based activities. 

 

Anti-Avoidance Provisions and Their Implications 

The new UK tax reforms come with a suite of anti-avoidance provisions designed to prevent 

individuals from using offshore trusts and other structures to avoid paying taxes on their 

worldwide assets. These provisions are aimed at closing loopholes and ensuring that non-doms 

cannot simply use offshore trusts to escape UK tax obligations. 

 The "Settlor Trust" Anti-Avoidance Rule: 

Under this rule, if a settlor has made a contribution to an offshore trust with the intention 

of avoiding UK tax, or if the trust structure allows for the settlor to continue benefiting 

from the trust’s assets, HMRC may apply anti-avoidance measures. This rule is 

designed to capture situations where a settlor is using a trust to retain control over their 

assets without triggering the tax liabilities they would normally face if those assets were 

directly owned. 

 Avoidance of Tax Deferral: 

The anti-avoidance provisions prevent non-doms from deferring UK tax on income or 

gains within an offshore trust for long periods of time. Previously, non-doms could 

delay tax liabilities on foreign income and gains by not remitting those funds to the UK. 

However, under the new regime, tax is triggered on the accumulation of income or 

gains, even if the funds are never brought into the UK. This prevents non-doms from 

avoiding tax by using offshore trusts as a vehicle for accumulating untaxed wealth. 

 Penalties for Non-Compliance: 

The anti-avoidance provisions also include penalties for non-compliance. If a non-dom 

fails to disclose their offshore trust structure or the income derived from it, they may 

face substantial fines, back taxes, and interest charges. Additionally, if a non-dom is 

found to have intentionally avoided tax obligations using an offshore trust, they may be 
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subject to more severe penalties, including criminal prosecution in cases of deliberate 

fraud. 

 Implications for Trust Structuring: 

Given these provisions, non-doms with offshore trusts must reconsider their trust 

structuring and ensure that their arrangements are compliant with the new tax rules. 

Trustees and settlors should seek legal and tax advice to ensure they are not 

inadvertently triggering these anti-avoidance provisions, which could have significant 

financial and legal consequences. 

The new UK tax reforms have fundamentally changed the landscape for non-doms with 

offshore trusts, especially with respect to taxation on income, gains, and distributions from 

these trusts. The abolition of the remittance basis, coupled with the introduction of more 

stringent compliance and reporting obligations, means that non-doms must pay closer attention 

to the structures of their offshore trusts. Additionally, the anti-avoidance provisions add a layer 

of complexity that could expose non-doms to significant tax liabilities if their trust 

arrangements are deemed non-compliant. Non-doms must carefully reassess their trust 

structures, ensure compliance with the new rules, and consider tax planning strategies to 

minimize the impact of the reforms. 

 

Comparative Analysis: UK vs. Other Jurisdictions 

The taxation of non-domiciled individuals (non-doms) has been a key area of focus for tax 

policy reforms in the UK. With significant legislative changes set to take effect, the UK tax 

landscape is shifting towards a residency-based taxation system, eliminating many of the 

benefits previously enjoyed by non-doms. This analysis explores how the UK's approach 

compares to other jurisdictions, particularly those with common law systems, and examines 

alternative tax structures that non-doms may consider in response to these reforms. It also 

outlines potential relocation strategies for non-doms seeking more favorable tax treatment in 

other countries. 

 

Alternative Tax Structures in Other Common Law Jurisdictions 

Many common law jurisdictions offer competitive tax regimes designed to attract high-net-

worth individuals, entrepreneurs, and foreign investors. Below, we analyze some of the most 

prominent alternatives to the UK's new residency-based taxation system. 
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1. United States 

The United States operates a worldwide taxation system where citizens and tax residents are 

taxed on their global income, regardless of where they reside. However, it offers specific 

provisions for foreign individuals seeking tax-efficient structuring. 

 Residency and Taxation: The U.S. employs the substantial presence test to determine 

residency for tax purposes. If a non-citizen meets the criteria, they become liable for 

U.S. taxes on their worldwide income. 

 Foreign Income Exclusion: The Foreign Earned Income Exclusion (FEIE) allows 

qualified individuals to exclude up to a certain amount of foreign-earned income from 

taxation. 

 Trust Structures: High-net-worth individuals often use grantor trusts and irrevocable 

foreign trusts to optimize their tax liabilities. 

 Estate Tax Considerations: The U.S. imposes estate tax on worldwide assets for 

residents and citizens, whereas non-residents are only subject to estate tax on U.S.-situs 

assets. 

2. Canada 

Canada follows a residency-based taxation system but offers unique planning opportunities for 

incoming non-doms. 

 Residency and Taxation: Canadian residents are taxed on worldwide income, but non-

residents are only taxed on Canadian-source income. 

 Tax Holiday for New Residents: New residents can benefit from a five-year tax 

holiday on foreign income if structured through a properly planned immigration trust 

(though these benefits have been significantly curtailed in recent years). 

 Capital Gains Treatment: Canada does not impose an exit tax on non-residents, 

making it a preferred destination for entrepreneurs with appreciating assets. 

3. Australia 

Australia has a residency-based tax system with provisions that make it attractive for certain 

non-doms. 

 Residency Tests: Australia applies the ‘ordinary concepts test’ and ‘domicile test’ to 

determine tax residency. 

 Foreign Income Exemption: Temporary residents are generally exempt from tax on 

foreign investment income and capital gains. 

 Capital Gains Tax (CGT) Regime: CGT applies to Australian residents on their 

worldwide assets, but non-residents only pay CGT on taxable Australian property. 
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4. Singapore 

Singapore is known for its territorial taxation system and pro-business tax incentives. 

 Tax Residency and Scope: Singapore taxes only Singapore-sourced income and 

foreign income remitted into Singapore. 

 No Capital Gains Tax: The absence of capital gains tax makes it an attractive 

jurisdiction for investors. 

 Foreign Trusts and Tax Incentives: The Enhanced-Tier Fund Scheme allows high-

net-worth individuals to manage their wealth efficiently. 

5. Hong Kong 

Hong Kong follows a territorial taxation system similar to Singapore’s, offering significant tax 

advantages. 

 Territorial Taxation: Only income sourced within Hong Kong is taxable; foreign 

income remains untaxed even if remitted. 

 Low Personal Income Tax: With a maximum personal tax rate of 17%, Hong Kong 

remains a favorable jurisdiction for expatriates. 

 Wealth Management Incentives: Various incentives are available for family offices 

and investment holding structures. 

 

Potential Relocation Strategies for Non-Doms 

Given the UK’s shift towards a residency-based taxation system, non-doms are exploring 

relocation options to jurisdictions with more favorable tax regimes. Below are key relocation 

strategies that non-doms may consider. 

1. Relocating to a Low-Tax or No-Tax Jurisdiction 

Some non-doms may choose to move to jurisdictions with no income tax or minimal taxation. 

Popular destinations include: 

 United Arab Emirates (UAE): The UAE imposes no personal income tax, making it 

a preferred choice for wealthy individuals seeking tax efficiency. 

 Monaco: Monaco does not impose personal income tax, though living costs are high. 

 The Bahamas: Another attractive jurisdiction with no income tax, capital gains tax, or 

inheritance tax. 

2. Structuring Assets Through Offshore Trusts 

Non-doms may use offshore trusts to mitigate exposure to the UK’s new inheritance tax regime. 

Trusts established in tax-neutral jurisdictions like Jersey, Guernsey, and the Isle of Man offer 

asset protection and estate planning benefits. 
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3. Using Dual Residency and Treaty Planning 

Strategic use of dual residency status and double tax treaties can minimize tax liabilities. 

Certain countries, such as Malta and Portugal, offer residence-by-investment programs that 

allow individuals to optimize their tax exposure. 

4. Citizenship by Investment (CBI) Programs 

For non-doms seeking long-term solutions, CBI programs provide an alternative means of 

obtaining residency or citizenship in tax-friendly jurisdictions. Popular programs include: 

 St. Kitts & Nevis CBI Program: Offers a passport with visa-free access to numerous 

countries and no global taxation. 

 Portugal’s Golden Visa: Provides residency with the potential for citizenship while 

offering favorable tax benefits under the Non-Habitual Resident (NHR) regime. 

5. Corporate Restructuring and Relocation of Business Interests 

Entrepreneurs and business owners can explore relocating their businesses to more tax-efficient 

jurisdictions. Singapore, Dubai, and Hong Kong offer corporate tax incentives and robust legal 

frameworks for business operations. 

The UK’s transition to a residency-based taxation system marks a significant shift for non-

doms, necessitating careful tax planning and potential relocation. While the UK remains a 

leading financial center, jurisdictions such as Singapore, Hong Kong, Canada, and the UAE 

present attractive alternatives with competitive tax structures. By leveraging offshore planning, 

treaty benefits, and strategic relocation, non-doms can navigate these changes while optimizing 

their global tax positions. Professional tax advice and thorough legal structuring will be 

essential in ensuring compliance and minimizing exposure to unfavorable tax regimes. 

 

Tax Planning and Structuring Options 

The recent UK tax reforms significantly alter the landscape for non-domiciled (non-dom) 

individuals. To navigate these changes effectively, non-doms must adopt robust tax planning 

and structuring strategies. The primary focus should be on ensuring tax efficiency while 

maintaining compliance with new regulations. 

 

Use of Excluded Property Trusts 

Excluded property trusts remain an important tool for non-doms to mitigate inheritance tax 

(IHT) exposure. These trusts allow non-UK situs assets to be held outside the scope of UK 

IHT, provided they were settled while the settlor was non-UK domiciled. With the new rules 
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set to subject non-doms to worldwide IHT, restructuring existing trusts to optimize their 

effectiveness will be essential. 

 

Reassessment of Investment Holdings 

Non-doms must review their investment portfolios, particularly regarding offshore income and 

gains. Under the remittance basis, foreign income was only taxed if brought into the UK. With 

the abolition of this regime, non-doms should consider: 

 Shifting to UK-compliant investments to take advantage of capital gains tax (CGT) 

reliefs or exemptions. 

 Utilizing offshore life assurance wrappers to defer tax liability. 

 Holding assets through corporate structures in jurisdictions with favorable double 

taxation treaties. 

 

Repatriation of Foreign Assets 

With a temporary repatriation facility in place, non-doms have a limited window to bring 

foreign income and gains to the UK at a reduced tax rate. Strategic repatriation planning will 

be crucial to optimize tax exposure while benefiting from this transitional relief. 

 

Mitigation Strategies for Offshore Trust Holders 

Impact of UK Tax Reforms on Offshore Trusts 

Previously, offshore trusts allowed non-doms to defer UK taxation on foreign income and 

gains. However, the new regime extends taxation to worldwide income, limiting the 

effectiveness of these structures. Non-doms with offshore trusts must consider the following 

strategies: 

 

Revising Distribution Strategies 

Trustees should reassess their distribution policies to ensure: 

 Distributions are structured efficiently to minimize tax liability. 

 The use of loans instead of outright distributions to defer tax liability. 

 Consideration of settlor-interested trust rules to prevent unintended tax consequences. 

 

Jurisdictional Re-Domiciliation 

Relocating trusts to jurisdictions with favorable tax treaties with the UK can help mitigate 

exposure to the new tax rules. Countries such as Malta, the Isle of Man, and Guernsey offer 
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tax-efficient trust structures that align with UK compliance requirements. 

 

Decanting and Resettlement of Trusts 

Decanting an existing trust into a new trust with updated provisions can help non-doms benefit 

from better tax treatment under the new regulations. Trustees should consult legal advisors to 

determine the best course of action based on the trust’s governing law. 

 

Role of Double Taxation Treaties 

Leveraging Double Taxation Agreements (DTAs) 

Double taxation treaties play a vital role in preventing the same income from being taxed in 

two jurisdictions. Non-doms should carefully analyze DTAs between the UK and their home 

countries to: 

 Claim foreign tax credits. 

 Determine residency-based treaty benefits. 

 Optimize tax efficiency through structured residency planning. 

 

Treaty-Based Residency Planning 

Some DTAs allow individuals to elect tax residency in a jurisdiction with lower tax exposure. 

Non-doms can strategically use treaty provisions to: 

 Shift tax residency before the full implementation of UK tax reforms. 

 Allocate income streams to jurisdictions with favorable tax treatment. 

 

Structuring Business Entities to Benefit from DTAs 

For non-doms operating international businesses, structuring entities in DTA-covered 

jurisdictions can reduce the tax burden on profits and dividends. This approach ensures that 

business income is not subject to excessive double taxation under the UK’s new non-dom tax 

regime. 

 

Legal Challenges and Potential Litigation Risks 

The UK tax reforms targeting non-domiciled individuals (non-doms) have sparked 

considerable debate within legal and financial circles. These reforms are expected to face 

several legal challenges, particularly concerning their retrospective nature and potential 

conflicts with international tax treaties. 
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A primary legal concern is the compatibility of these reforms with the UK’s international 

obligations under various double taxation treaties. Several jurisdictions, particularly those with 

high-net-worth individuals (HNWIs) who have significant UK-based interests, may challenge 

these reforms on the grounds of treaty violations. The principle of legitimate expectation, a 

fundamental tenet in UK administrative law, could also be a basis for litigation, as long-term 

non-doms who structured their affairs based on previous tax regulations may argue that the 

abrupt changes constitute an unfair and unlawful government action. 

 

Moreover, there is a risk that the reforms could lead to constitutional and procedural challenges 

in the UK courts. Lawyers and tax advisors representing affected individuals may argue that 

the changes disproportionately impact non-doms, violating principles of fairness and non-

discrimination. The introduction of new tax rules without a significant transition period further 

strengthens the argument that affected individuals were not provided adequate time to 

restructure their financial affairs. 

 

Economic Impact on the UK’s Investment Climate 

The UK has long positioned itself as a favorable jurisdiction for foreign investors, partially due 

to its non-dom tax regime. With the abolition of many non-dom benefits, concerns have arisen 

about the potential flight of capital and talent from the UK. The economic implications of these 

reforms include: 

1. Reduction in Foreign Investment: High-net-worth individuals who previously chose 

the UK as a base due to its tax incentives may seek alternative jurisdictions such as 

Ireland, Switzerland, or the UAE, which offer more stable and predictable tax 

structures. This could lead to reduced capital inflows into sectors like real estate, 

finance, and private equity. 

2. Impact on the Property Market: Non-doms have traditionally been significant 

investors in UK real estate, particularly in London. The tightening of tax regulations 

could prompt a slowdown in high-end property transactions and lead to a decline in 

property values in prime locations. 

3. Financial Sector Ramifications: The UK financial sector, which has benefited from 

serving high-net-worth non-doms, may experience reduced demand for private 

banking, wealth management, and tax advisory services. This could result in job losses 

and diminished revenue for firms specializing in these services. 
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4. Potential Brain Drain: The UK has historically attracted skilled professionals and 

entrepreneurs from around the world, many of whom have taken advantage of the non-

dom regime. The removal of tax advantages may push these individuals to relocate to 

more tax-friendly jurisdictions, affecting the UK's overall competitiveness. 

 

Perspectives from Practitioners and Stakeholders 

The perspectives of tax professionals, legal experts, and business stakeholders provide valuable 

insights into the broader implications of these reforms: 

 Tax Practitioners and Legal Experts: Leading tax advisors argue that while 

reforming the non-dom regime was necessary to enhance fairness, the manner in which 

these changes were introduced has created uncertainty. Experts recommend clearer 

guidance from HMRC and a more structured transition period to mitigate unintended 

consequences. 

 Business and Investment Community: Many business leaders express concern that 

the reforms undermine the UK’s appeal as a global business hub. They highlight that 

other jurisdictions, such as Singapore and Dubai, are actively offering incentives to 

attract displaced non-doms, putting the UK at a competitive disadvantage. 

 Political and Public Policy Analysts: There is a divergence in opinion within political 

circles. While some policymakers argue that the reforms enhance tax fairness and 

increase government revenues, others warn that the potential economic fallout could 

outweigh the benefits. Critics also point out that the projected tax revenue gains may 

be offset by losses due to capital flight and reduced economic activity. 

The UK tax reforms targeting non-doms represent a significant shift in policy with wide-

ranging legal, economic, and political implications. While the intent behind these reforms is to 

ensure a fairer taxation system, the potential for legal challenges, economic disruptions, and 

negative investor sentiment cannot be ignored. Going forward, policymakers must carefully 

assess the impact of these changes and consider mechanisms to balance fairness with economic 

stability, ensuring that the UK remains a competitive global financial center. 

 

Conclusion and Recommendations 

Summary of Key Findings 

The new UK tax reforms represent a significant shift in the taxation landscape for non-

domiciled individuals (non-doms). Traditionally, non-doms were able to benefit from the 
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remittance basis of taxation, where they only paid UK tax on foreign income and gains when 

brought into the UK. However, under the new reforms, the remittance basis is being curtailed, 

meaning non-doms are now required to pay tax on their worldwide income and gains regardless 

of whether those funds are brought to the UK or not. This change, coupled with stricter rules 

on capital gains tax and inheritance tax, has serious implications for the taxation of non-

doms' worldwide assets. 

 

For offshore trusts, which have historically been used by non-doms to avoid UK tax 

obligations, the reforms have introduced increased transparency and reporting 

requirements. Offshore trusts, including settlor-interested trusts, are now subject to UK tax 

on their income and gains, irrespective of whether the income is distributed to the UK. The 

reforms also impose anti-avoidance provisions, seeking to close loopholes that allowed non-

doms to evade taxes by structuring their assets through offshore entities. Trustees of such 

offshore trusts are now obligated to disclose income and distributions, and any benefits derived 

by UK-resident beneficiaries from these trusts will be subject to taxation in the UK. 

 

In addition to the changes to taxation, the increased compliance and reporting obligations 

place a substantial burden on both non-doms and trustees. These individuals and entities must 

now maintain detailed records and report their income and assets to HMRC, with severe 

penalties for non-compliance. 

 

Future Outlook and Potential Reforms 

Looking ahead, the reforms are expected to significantly alter the behavior of non-doms, 

particularly those with substantial overseas assets. The abolition of the remittance basis could 

reduce the attractiveness of the UK for wealthy non-doms, particularly those who have 

established significant international investments and offshore trusts. As the UK's tax system 

becomes more integrated with global tax practices, international tax treaties and information 

exchange agreements will likely play a key role in shaping the way these reforms are 

implemented and enforced. 

 

Further reforms may also be introduced to address emerging challenges such as digital assets, 

cryptocurrency holdings, and other intangible forms of wealth. As the UK moves toward 

greater tax transparency and alignment with global tax practices, non-doms with digital and 

complex assets will need to adapt their tax strategies accordingly. 
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Additionally, the OECD's global tax initiatives, such as the Common Reporting Standard 

(CRS) and the Base Erosion and Profit Shifting (BEPS) framework, could influence future 

reforms aimed at combating cross-border tax avoidance and ensuring that wealthy individuals 

pay their fair share of taxes. 

 

The financial consequences of these reforms may have unintended economic impacts, 

including shifts in the UK's competitive position in attracting global talent and investment. The 

government could consider measures to balance tax fairness with the UK's economic growth 

objectives, particularly for non-doms who contribute significantly to the UK's economy 

through investments, business ventures, and philanthropy. 

 

Recommendations for Affected Non-Doms and Trust Beneficiaries 

In light of the new tax reforms, non-doms and offshore trust beneficiaries must adopt a 

proactive approach to ensure they comply with the revised tax obligations and minimize their 

potential tax liabilities. Below are several recommendations: 

1. Reassess and Restructure Trusts: 

Non-doms with existing offshore trusts should seek professional advice on the 

restructuring or modification of these trusts to align with the new tax rules. This may 

include dissolving or reforming certain trust arrangements to limit exposure to UK tax 

on worldwide income and gains. Settlor-interested trusts, in particular, may need to be 

carefully reviewed to ensure compliance with the new rules regarding distributions and 

settlements. 

2. Review Global Assets: 

Non-doms should thoroughly review their global asset portfolio and consider the 

implications of worldwide taxation on these assets. This review should encompass both 

tangible and intangible assets (such as digital assets, cryptocurrencies, and business 

interests) to understand the potential impact of capital gains and inheritance taxes. 

3. Maintain Compliance with Reporting Obligations: 

Given the increased compliance and reporting requirements, non-doms must 

maintain meticulous records of their offshore income, assets, and distributions. It's 

essential to ensure that all necessary forms are submitted to HMRC, including any 

disclosures related to offshore trusts or foreign income. Non-compliance can result in 

severe penalties, including fines and potential criminal prosecution for tax evasion. 
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4. Strategic Tax Planning: 

It is vital for non-doms to engage in strategic tax planning with the assistance of tax 

professionals who are well-versed in both UK domestic tax laws and international tax 

practices. This includes considering the benefits of tax-efficient investment structures, 

such as holding assets in jurisdictions with favorable tax treaties with the UK. 

5. Consider Estate and Inheritance Planning: 

Non-doms should reconsider their estate planning strategies, particularly with respect 

to the new inheritance tax (IHT) rules that tax worldwide assets. Since the UK has a 

global approach to IHT for UK residents and domiciliaries, it is important to structure 

estates in a way that minimizes IHT liabilities, including the use of trusts, life insurance, 

and gifting strategies. 

6. Ongoing Monitoring and Legal Support: 

The legal landscape regarding non-doms and offshore trusts will continue to evolve. 

Non-doms and trustees should stay informed about changes to tax legislation and take 

appropriate legal advice to ensure ongoing compliance and to optimize tax outcomes. 

They should also anticipate further reforms that may impact their financial position, 

particularly in light of global tax initiatives. 

 

Answer to the Research Question 

The legal and financial implications of the new UK tax reforms for non-domiciled 

individuals (non-doms) are profound, particularly in relation to the taxation of worldwide 

assets and offshore trusts. The abolition of the remittance basis means non-doms can no longer 

benefit from the preferential tax treatment that allowed them to avoid UK taxation on foreign 

income unless remitted. As a result, they must now pay UK tax on their worldwide income and 

gains. This will particularly impact non-doms with substantial international investments, digital 

assets, and offshore holdings, as these assets will now be subject to UK tax regardless of their 

remittance to the UK. 

 

The treatment of offshore trusts has also undergone significant change. Non-doms who have 

used these trusts to shield income and gains from UK tax will now face tax liabilities on any 

distributions made to the UK, as well as on income and gains accumulated within the trust. 

Trustees of offshore trusts will need to comply with stricter disclosure and reporting 

requirements, and failure to adhere to these rules could lead to substantial penalties. 
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The anti-avoidance provisions introduced in the reforms seek to close loopholes that 

previously allowed non-doms to exploit offshore structures to reduce their tax liabilities. This 

presents challenges for those who have used trusts or other mechanisms to avoid UK tax, but 

it also offers an opportunity for better alignment with international tax standards, improving 

overall tax fairness. 

 

The recent UK tax reforms represent a pivotal shift in the taxation of non-domiciled 

individuals (non-doms), significantly impacting their approach to managing worldwide 

assets and offshore trusts. The abolition of the remittance basis is perhaps the most notable 

change, removing the longstanding advantage for non-doms who previously only paid UK 

taxes on foreign income or gains when brought into the country. Now, with the new rules 

imposing tax on global income and gains, non-doms are faced with a more comprehensive tax 

liability, whether or not those assets are remitted to the UK. This reform alters the dynamics of 

wealth management for non-doms, forcing them to reconsider their asset structuring and 

international investment strategies. The shift in policy will undoubtedly influence the 

attractiveness of the UK as a destination for wealthy individuals, particularly for those with 

large overseas portfolios. 

 

Offshore trusts, which were traditionally used as a vehicle for mitigating UK tax liabilities, are 

also subject to increased scrutiny under the new regulations. The changes to the taxation of 

trust distributions and the reporting requirements for settlor-interested trusts mark a 

departure from the past, where such trusts often operated under the radar. Non-doms, once able 

to use these trusts to avoid UK taxes on undistributed income, now face the reality of UK tax 

on both the income within the trust and distributions made to UK-resident beneficiaries. This 

increased level of transparency and reporting obligations places greater responsibility on 

trustees to ensure compliance with UK tax laws, and non-doms must now adapt by reassessing 

their trust structures to minimize tax liabilities while maintaining their financial objectives. 

 

In response to these changes, non-doms must engage in thorough tax planning to address the 

full range of implications. This includes reviewing the structure of offshore trusts, considering 

the impact of the new rules on capital gains tax, inheritance tax, and global asset taxation, 

and ensuring full compliance with reporting obligations. While these reforms increase the 

burden of compliance, they also open the door for more transparent and fair tax practices, 

aligning the UK’s tax regime with global standards. As non-doms adjust to this new landscape, 

http://www.whiteblacklegal.co.in/


www.whiteblacklegal.co.in 

Volume 3 Issue 1 | Feb 2025        ISSN: 2581-8503 

  

they will need to engage with tax professionals to navigate the complex rules and maximize 

the strategic management of their wealth. In the long run, these reforms could lead to a more 

balanced tax system, benefiting the broader economy while ensuring that wealthy individuals 

contribute their fair share to the UK’s financial ecosystem. 
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