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What we will discuss

Relevant taxes

Statutory residence test

Split year treatment

IMEs – Taxation of securities income

IME – Taxation of general income

Termination of employment
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Relevant taxes

Income Tax
National Insurance 

Contributions

Capital Gains Tax Reliefs (DTA)
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Some relevant legislation

IT Chapter 5B, Part 
2, ITEPA 2003

NICs

Paragraph 18, 
Part 9 of 

Schedule 3, 
SSCR 2001 

CGT Sections 2 and 
12 TCGA 1992

SRT
s.218 and 

Schedule 45 to 
FA 2013
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Statutory residence test – old rules (summary)

• Largely based on case law, with HMRC guidance
• Concepts of residence and “ordinary residence”

IR20

• From 6 April 2009
• Based on case law with HMRC guidance
• Concepts of residence and “ordinary residence”

HMRC 6
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Statutory residence test – applies from 6 April 2013

Did you spend 
more than 183 

days in the 
UK? 

Do you meet 
one of the 

automatic non-
UK tests? 

Do you meet 
one of the 

automatic UK 
tests? 

Do you meet 
the sufficient 

ties test? 

See section 218 and schedule 45 of the Finance 
Act 2013 and HMRC guidance: RDR 3
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SRT – Step one

• Did you spend more than 183 days in the UK in the tax year?

• If yes – UK resident
• If no – consider automatic non-UK tests

Test one
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Days spent in the UK 

Taxpayer is in 
the UK at 
midnight

Deeming rule

Transit days

Exceptional 
circumstances
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SRT – Step two

• Resident in the UK for one or more of the three preceding tax years 
and spend fewer than 16 days in the UK in the tax year

• Resident for none of the three preceding tax years and spend fewer 
than 46 days in the UK in the tax year

• Work full time overseas without any significant breaks and spend 
fewer than:
• 91 days in the UK and
• 31 days working three hours or more in the UK 

Test two – Do you meet one of the 
automatic overseas tests?
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SRT – Step three

• 2. Have you had a home in the UK for at least 91 consecutive days 
during the tax year and been present in that home for at least 30 
days and either (1) have no overseas home or (2) spent fewer than 
30 days in the overseas home in a tax year?

• 3. Do you work full time in the UK for any period of 365 days with no 
significant break from work?

Do you meet the second or third 
automatic UK tests?
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SRT – Step four

• Family 
• Accommodation
• Work
• 90 days spent in the UK in either or both of the previous two 

tax years
• Country

This test is considered in conjunction with the number of days 
spent in the UK. Broadly, the more ties a person has to the 
UK, the fewer days which can be spent in the UK before they 
are considered UK resident

Do you have sufficient ties in the UK?
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Rules for the deceased

• First automatic overseas test does not apply
• Other automatic UK and automatic overseas test apply but 

are modified
• Fourth automatic overseas test
• Fifth automatic overseas test
• Fourth automatic UK test
• Sufficient ties

Special rules apply
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Split year treatment

The SRT determines 
whether you are UK or 
non-UK resident for a 

whole tax year

Split year treatment 
applies where a 

taxpayer comes to, or 
leaves, the UK part-
way through a tax 

year

If certain criteria are 
met, the tax year will 
be split into two parts:

• UK part for which the 
taxpayer will be charged to 
UK tax as a UK resident

• the non-UK part for which 
the taxpayer will be 
charged to UK tax as a 
non-UK resident
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Internationally mobile employees

Position before 6 April 2015: 

• Depended on the country in which 
the IME was based at time of grant

• No grandfathering of previous rules 
(unvested share awards as at 6 
April 2015 are subject to the new 
rules)

Position since 6 April 2015:

• Shares and options held by IMEs are 
taxed as set out in the following slides
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Who is an IME? (securities income)

International mobility conditions 
(one or more needs to be 

satisfied):

The employee is taxed on the 
remittance basis

The employee is non-UK 
resident 

The relevant period is within the 
overseas part of a split year

S.41F ITEPA
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Who are IMEs under the NICs regulations?
Paragraph 18, Part IX of Schedule 3, SSCR 2001

UK resident 
going 

overseas to 
work

Overseas 
resident coming 
to UK to work

UK or 
overseas 
resident 

who moves 
in and out of 

the UK
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Lifecycle of awards – grant

UK residents IMEs

No UK tax charge arises, or NICs payable, at the time of grant



17

Lifecycle of awards – vesting / exercise

UK residents IMEs

Assuming non-tax 
qualified award, income 
tax payable

A proportion of the securities income charged to UK 
tax based on time spent in the UK (subject to a “just 
and reasonable” override)

Apportionment done on a day count basis by reference 
to a standard working year of 240 days

NIC payable if shares 
are readily convertible 
assets

As above
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Lifecycle of awards – sale

UK residents IMEs

A sale is a disposal for 
CGT purposes

No liability to CGT if IME non-UK resident in tax year 
of disposal

Note rules relating to temporary non-UK residents

IMEs taxed on remittance basis subject to UK CGT on 
UK assets, on an arising basis
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Lifecycle of awards – reporting obligations

Must report if:

• an IME is granted a tax-qualified 
award

• a chargeable event occurs where 
the participant is a UK resident 
IME 

If not a tax-qualified award, do not 
need to report if:

• relates to an employee who was 
not UK tax resident at any time 
during the tax year; and 

• does not give rise to a charge to 
tax under Part 7 or 7A of ITEPA 
during the tax year
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Section 431 elections

These elections can 
only be made if 

employee is: 

resident in the UK 
non-UK resident with 
UK duties at the time 

of acquisition 
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Awards made to IMEs other than under part 7 
ITEPA (e.g. phantom awards)

• Charged under the general earnings provision of s.62 ITEPA

• Determine which year the earnings are for

• If the earnings are for more than one tax year, apportion on a just and 
reasonable basis

Non-UK resident, no UK duties –
outside scope of UK tax

Non-UK resident, UK duties – taxable 
on proportion of earnings in respect of 

UK duties

UK resident, three year period of non-
UK residence, taxed on remittance 

basis, duties performed outside UK –
taxable if earnings remitted

UK resident, no three year period of 
non-UK residence, taxed on remittance 
basis, duties performed outside UK for 
non-UK employer – taxable if earnings 

remitted

Resident in the UK, not taxed on remittance basis – taxed on receipts basis
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Termination of employment

Currently the provisions on 
termination payments apply if a 
taxpayer has been a UK taxpayer for 
all or part of a period of employment. 
There is additional relief where the 
employment includes “foreign 
service”. The exemption can be 
complete or partial

s.413 and 414 ITEPA

• The foreign service exemption will 
only apply ‘to seafarers’

• Exemption is for £30,000 and 
employees’ NICs where the 
employees’ earnings for the 
employment which has been 
terminated were either
• earnings for a tax year when the 

employee was resident or
• general earnings for UK duties 

when the employee was not UK-
resident

Clause 9, Finance Bill 2017
s.412A ITEPA
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Questions?
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