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UK exit planning: tax areas to consider

Despite investment markets experiencing a turbulent first half of 2018, it is 
concerns relating to the uncertainty surrounding the UK political climate, which 
have brought the most evocative reactions from clients this year.  The Brexit 
process and potential impact of a change in government bring with them many 
imponderables, and as a result we have seen an interest from a number of 
clients who, whilst not having the immediate intention of leaving the UK, would 
like to understand the implications of doing so should they feel it was required.  
Taxation is a key consideration in any financial plan and rarely more so than 
when changing jurisdiction.  

Although we are entirely independent advisers, we hold relationships with specialists across a wide 
range of disciplines in order to provide clients with a truly holistic service.  As such, in this Special 
Briefing, we are pleased to introduce Sean Bannister, Tax Partner at Edwin Coe LLP, to explore this 
topic further by looking at the key areas specifically related to tax that individuals need to consider as 
part of any exit plan.
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A growing and completely new area of my 
practice is advising clients who have no 
immediate intention of leaving the UK but would 
like to understand how they could, should they 
feel it was required. The consistent reason for 
taking this preparatory step is the uncertainty 
which continues to surround the UK political 
environment, in particular the impact of a change 
in Government and the Brexit process. The 
people seeking this advice want to be prepared, 
have their assets organised and be able to act 
swiftly should they feel an exit is an absolute 
must. 

What I have found particularly interesting 
when talking to clients about these issues 
is the misapprehension that the UK is 
a difficult jurisdiction to exit from a tax 
perspective. Perhaps somewhat surprisingly 
it is relatively simple to cease tax residency 
both administratively and as it relates to the 
imposition of taxation at the point of exit. In 
my opinion the UK is relatively benign, for 
individuals at least, when it comes to arriving or 
leaving but I am sure others would disagree. 

Having discussed the topic with Saunderson 
House we thought that it would be useful to 
produce an article covering the salient points 
with a view to addressing some of the concerns 
we both regularly hear from clients. Whilst we 
cannot envisage every situation, we can outline 
the conceptual and mechanical issues and I am 
sure that your Financial Advisor would be happy 
to take the conversation forward in more detail 
should you wish to. 

The UK tax system for individuals 

I have only considered the position as it relates 
to income tax (IT), capital gains tax (CGT) and 
inheritance tax (IHT) for individuals and I have 
endeavoured to keep my comments brief. I have 
not attempted to cover the position for UK 
resident non-domiciled individuals as the article 
would be voluminous. 

The UK operates a system of taxation based on 
residence (IT and CGT) and domicile (IT, CGT 
and IHT). 

Residence is determined by applying the 
Statutory Residence Test (SRT) following the 
end of the tax year. The SRT requires that 
the individual establish their position based 
on a series of tests. At its heart, these tests 
are quantitative not qualitative which is a 

substantial improvement on the position in 
existence prior to its introduction in April 2013.  
Previously, establishing residence was a much 
more subjective issue, which inevitably created 
uncertainty and sadly for some taxpayers, a trip 
to the Tax Tribunal. 

The benefits of the SRT cannot be overstated in 
the context of an exit from the UK. The certainty 
that a quantitative approach creates is invaluable 
as an individual can determine how much time 
they can spend in the UK (generally on a ‘day 
count’ basis) if they want to be considered 
non-resident for a particular tax year (and 
vice-versa should they want to be resident). 
What makes this very real for my clients is the 
ability to readily determine how much time 
they can spend seeing family and friends in the 
UK, how often they can be engaged in their 
UK businesses and in some cases, how often 
they should go on holiday overseas (almost 
inevitably in these cases it’s frequently). In 
addition, the SRT put ‘split year’ (i.e. the ability 
to become/cease being tax resident during the 
year) treatment on a statutory footing whereas 
previously it had been subject to a concession; 
this again creates a more certain environment in 
which to plan one’s affairs.    

Once residence is established an individual 
is then able to assess their exposure to UK 
taxation. Generally, non-residents are subject to 
IT and CGT in the UK on the following:

1.  UK source rental income

2.  UK pension income (though often subject to 
a double tax treaty relief)

3.  UK source employment/trading income

4.  Gains on UK residential property. 

[Note – most investment returns are restricted to 
taxation at withholding tax (WHT) rates only]

It is important to be aware that the UK has a 
significant number of double tax treaties in 
place. This is particularly relevant in the context 
of pension income where in a great number of 
circumstances a UK pension will only be subject 
to taxation in the jurisdiction of residence and 
not at source. 

IHT is levied on an individual’s worldwide estate 
if they are domiciled in the UK. The scope of 
the charge is limited to situs assets only where 
the individual is not domiciled at the time of the 
‘transfer of value’ (typically death but also at the 
point of any gift). 
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An individual who has a domicile of origin within 
the UK can potentially acquire a domicile of 
choice in another jurisdiction, but this does 
require a substantive severing of ties and for 
many represents too large a step unless they are 
truly globally mobile (or not originally from the 
UK). If the person is able to acquire a ‘domicile of 
choice’ outside of the UK they will continue to be 
‘deemed domiciled’ for the purpose of IHT for a 
period of time in any event. Please also note that 
new rules have been introduced to mitigate the 
tax advantages of acquiring a domicile of choice 
outside of the UK and subsequently returning. 
These rules are complex and would need to be 
considered separately should they be relevant. 

As highlighted earlier, double tax treaties can 
be particularly useful especially where you 
have cross-border estate and domicile issues 
to consider. The UK has a significant number of 
treaties with IHT provisions within them which 
can mitigate exposure substantively.  

Compliance on a UK exit 

The UK operates a self-assessment tax system 
for both residents and non-residents. Notifying 
HMRC of an exit from the UK is as simple as 
stating on the tax return for the relevant year 
that you have ceased to be UK resident. There is 
some detail required though; this is effectively 
ticking the relevant box to say which non-
resident test you meet as part of the SRT. For 
individuals who do not have to complete a tax 
return, normally a Form P85 is required and 
though straightforward, it does ask for some 
additional details relating to future years. 

If you have completed tax returns historically 
HMRC is still likely to request that you complete 
a return as a non-resident, particularly if you 
continue to have UK source income. It is 
important that individuals advise HMRC of 
their new address to ensure that they receive 
a request to file a return overseas and they 
continue to meet their UK obligations. 

Perhaps the most complex issue for individuals 
to navigate on an exit is National Insurance, and 
whether or not to continue to contribute whilst 
a non-resident in order to retain State Pension 
rights. The matter is further complicated when 
moving to a jurisdiction within the European 
Economic Area (EEA) and establishing whether 
historic UK contributions will count toward 
benefits in that country. These are important 
points and often not considered when advice has 
not been taken. 

Pensions

As discussed above, a substantive issue when 
considering a UK exit is your existing pensions 
arrangements. 

I have found that a number of my clients with 
whom I have discussed ‘exit planning’ have 
separately and independently been approached 
to consider a Qualified Recognised Overseas 
Pension Scheme (‘QROPS’) as part of that 
planning. A QROPS is effectively a foreign 
pension scheme recognised by HMRC that can 
accept transfers from existing UK schemes. 

Whilst there are some attractions to using such 
arrangements, and of course each case will be 
dependent on the facts, I have seen advisors 
suggest them in circumstances where the 
existing UK arrangements require no change and 
the client’s position was completely managed by 
simply applying the relevant Double Tax Treaty. 
The motivation of these advisers is sometimes 
unclear, but the cost of implementing such 
arrangements perhaps suggests a financial 
benefit to them rather than, the client.  

Whilst QROPS are a potentially useful tool, 
they are not a requirement in a vast number of 
circumstances. It should be noted as well that 
they do have downsides, particularly if there is a 
return to the UK as a significant and unexpected 
tax charge could arise. 

Key considerations 

Whilst every situation will be different, these 
are the tax issues which every individual should 
consider in advance of a UK exit:

1.  What will be my date of arrival and exit in 
both jurisdictions? Will there be an overlap 
and if so how do I manage this? When do I 
need to notify my entry and exit? What are 
my on-going compliance obligations in both 
countries? 

2.  What is the double tax treaty position 
between both jurisdictions and how will 
this affect my post tax return? Do I require 
a certificate of tax residence and how do I 
access one?

3.  Do I have UK tax advantaged ‘wrappers’ 
(ISA or Life Assurance) or investments 
(EIS or VCT) and do I need to take steps to 
re-arrange these in advance of my exit to 
maximise any reliefs? 

4.  How much time in the UK can I spend post 
exit without re-triggering residence? Is there 
anything I can do so that I might spend more 
time? 
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5. What is my domicile position and what will it be going forward? How does this affect my exposure  
 to IHT and when will I cease to be domiciled? 

6. Are there any steps I should consider pre-exit which would benefit me in the new jurisdiction? 

7. Should I continue to make National Insurance contributions on a voluntary basis and how are my  
 historic contributions treated in the new country? 

These views have been provided by a third party organisation and are not necessarily the views shared 
by Saunderson House. 

Closing remarks from Saunderson House

Whilst the UK is a relatively friendly jurisdiction when it comes to exiting, in particular, as we have no 
form of exit tax and we do not have a citizenship based taxation model (unlike the US for example), 
there are intricacies to navigate, and a host of other considerations to establish whether such a 
move is in your best interests. Working with a financial advisor and a tax advisor to navigate these 
in advance is essential and hopefully, with some simple healthy advice, you can achieve the best 
possible outcome.    

This note is for general guidance only and represents our current understanding of law and HM Revenue and Customs practice as at 7 August 2018.  
We cannot assume legal liability for any errors or omissions and detailed advice should be taken before entering any transaction. The value of investments 
and any income therefrom can go down as well as up and you may not get back the full amount you invested.  Performance data is purely indicative  
and based on unaudited pro-forma models. Actual returns will depend on individual circumstances. Past performance is not a guide to future performance. 
Saunderson House Limited is authorised and regulated by the Financial Conduct Authority. 

Sean Bannister - Edwin Coe LLP

Sean Bannister is a Partner within the Tax practice at Edwin Coe and leads the advisory 
business.

Sean acts for high-net and ultra-high-net worth individuals and families and those that advise 
them (financial service providers and corporate service provider/trustees).

Principally acting for clients with assets and business interests globally, Sean is well versed on 
multi-jurisdictional issues and has a wealth of experience advising those who are seeking to 
ensure their tax affairs are administered in a framework that is both effective and compliant. 
A particular strength is advising non-domiciled clients as to how best to navigate the UK tax 
landscape and maximise their position, as well as assisting non-UK residents who are looking 
to acquire business or property interests in the UK and structure their arrangements effectively. 
Sean has also advised a number of non-UK trustees/directors as to their UK tax position and 
the impact of several significant legislative changes in the most recent years.
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