December Non-Domicile Reforms, WEF-CTLG Sub-Group Meeting Minutes

Date: Thursday 16th December
Time: 2:00pm – 3:30pm
Location: Virtual
Chair: Mark Ropka- WMBC Wealthy
HMRC
· Daniel Butler 
· Jhonti Bird 
· Gordon Hawthorn 
· Usman Khan 
· Elizabeth McAuley   
· Jo Pearce   
· Paul Hamer
· Helen Adamson
· Ashley Penny
· Carmel Saunders
· Helena Willis
· Al Hackney

External  
· Seamus Murphy
· Robin Vos 
· Elizabeth Goshtai
· Alexandra Britton‑Davis
· David Wright
· Michelle Robinson
· Simon Jennings
· Katherine Ford
· Ruth Sadlier  




Welcome and Housekeeping
The Chair opened the meeting, confirming the use of automated transcription for minute-taking and reminding attendees to disable other meeting assistants for GDPR compliance. Attendees were invited to raise any objections to recording; none were raised.
Previous Actions
The only outstanding action was HMRC providing access to the external SharePoint for those with difficulties. One possible member expressed an issue. They will monitor and let HMRC know if it remains unresolved.
Finance Bill and Draft Legislation – Technical Amendments
HMRC updated that minor corrective amendments have been made to the broader residence-based tax regime established in the Finance Act 2025, ensuring it operates as originally intended, without altering the underlying policy position. Amendments across the new residence-based Foreign Income and Gains (FIG) regime and Temporary Repatriation Facility (TRF) include:
1. Ensure that the FIG relief is only deductible against the specific foreign income or gains to which the claim relate. 
2. Clarify that income from a Qualified Asset Holding Companies (QAHC) is qualifying foreign income of an individual only to the extent that the individual provided investment management services in connection with investment arrangements to which a QAHC is party.    
3. Make it expressly clear that in order to be a qualifying new resident, the individual must be at least 10 years old at the start of the tax year. 
4. Removing the inclusion of “or a long-term UK resident within the meaning of Inheritance Tax Act1984” from within the definition of residence of personal representatives. 
5. Ensuring that Offshore Income and Gains (OIGs) that arise in the 2025/26, 2026/27 or 2027/28 tax year can be successfully “leapfrogged” in order to make a TRF designation and to ensure that OIGs that arose in prior years can successfully be designated under the TRF. 
6. Determine the value of an amount of qualifying overseas capital as the value of the amount that would be taxed on remittance when it first arose to the individual. 
7. Confirm TRF designations can be made on amounts of FIG where tax on the foreign amount is paid from other sources. 
8. Ensure that an income tax or capital gains tax reduction can be claimed where a TRF charge has been paid on same amount.  For example, where an individual has mistakenly claimed remittance basis for a year they were not entitled to and makes a TRF designation election on the same amount. 
9. Clarify that where an amount is designated for the TRF under a “remittance provision”, this will mean that no further tax charge will arise when the amount is remitted, however, a further TRF designation will be required with respect to distributions from overseas settlements. 
10. Ensure that where a designation is made but there is an amount of FIG which derives from the same income or gains (so called “Quantum FIG”) only one designation is required. 
11. Where an overseas trust makes a capital distribution to a UK resident beneficiary, the asset, payment or benefit that is received can be “matched” to income that arose in the trust structure and the UK resident taxpayer will be subject to income tax. If the income arose prior to 6 April 2025, the taxpayer may also be able to make a designation of the asset, payment or benefit under the TRF. The amendment confirms that where a capital distribution from an overseas trust is also deemed to be subject to income tax, there is no liability to an inheritance tax (IHT) exit charge as s65(5)(b) will apply. If, however, a designation is made under the TRF then holdover relief will be possible where Capital Gains Tax (CGT) applies on any gain arising on the distribution. 
12. Ensure that a TRF designation made in a tax return can be amended provided the amendment takes place within the amendment window. 
13. Ensure that the definition of “TRF Capital” within the mixed fund rules covers both “remittance provision” and non-“remittance provision” designations, giving more flexibility with respect to the mixed fund ordering rules. 
14. Clarified the legislation with regards to minor changes to onward gifts, close family member rules and Transitional Trust Income so far as these are affected by the removal of trust protections. 
TRF designations and foreign tax paid from separate accounts
Questions were raised about whether TRF designation can be made if foreign tax has been paid from a different account than the one holding the income/gain. HMRC clarified that legislation has been amended to allow TRF designation on amounts where tax has been paid from another account. The intention is to provide flexibility and remove the need to trace tax payments across accounts.  Customers have the flexibility to designate either the net or gross amount, provided the tax has genuinely been paid.  HMRC will provide examples in guidance.

Valuation for TRF where a mixed fund account has fallen in value
Attendees expressed concern about the complexity of identifying historic FIG values when valuing capital for TRF purposes, where asset values have changed. HMRC indicated that the value should be based on the amount that would have been taxed on remittance when it first arose. Guidance will address scenarios where assets have fallen in value.
Claims to relief from capital gains
A query was raised about amendments relating to FIG claims for foreign gains and whether amendments have introduced a different process here.  HMRC clarified that amendments had not changed the intended reporting approach and were minor technical fixes.
Legislative drafting on interaction of TRF with matched distributions from OIGs
Questions were raised regarding the TRF clauses which relate to capital payments from OIGs and whether there was a requirement to be able to match to gains in order to access a TRF designation.  HMRC clarified it was not the policy intent that a gains pool is a requirement and asked members to send any comments to the inbox if they felt the legislation didn’t quite work as intended.
HMRC further provided an overview of wider legislative updates.
PAYE Notifications for Globally Mobile Employees  
Legislation has been updated to require employers who submit a PAYE notification form to HMRC on behalf of a qualifying new resident to check if the proportion of income they want to exclude from PAYE exceeds 30%. If it does, the legislative change will require them to limit the in-year relief provided to no more than 30% of the employee’s income. 
IHT 
Capping IHT trust charges for excluded property in trusts at 30 October 2024 - This measure introduces a cap on relevant property IHT charges for trusts which held excluded property at 30 October 2024.   
Other IHT measures that were announced at Budget 2025 in respect of the residence-based regime include: 
· legislation that looks-through non-UK companies or similar bodies to capture the value of UK agricultural land and buildings for IHT purposes. This follows the existing treatment for UK residential property.   
· Where a settlor ceases to be a long-term UK resident, there will be an IHT charge if there is a later change in situs of their trust assets from UK to non-UK.  
· In line with other taxes, IHT charity exemption will be restricted to gifts made directly to UK charities and community amateur sports clubs. This change does not affect the separate IHT regime for property held in trusts.  
HMRC also provided clarification in response to a number of queries which had been submitted by members.
1. “Double FIG”-  (one asset derived from two lots of FIG – for example. capital payment from a trust matched with trust gains but also derived from FIG that the settlor originally settled) – this leads to a double tax charge under para 13 as published in Finance Bill.  Is this intended? 
HMRC updated that this is as intended: The government has always intended the TRF to be a generous relief which can be applied to untaxed income and gains as well as to untaxed distributions from overseas settlements. In circumstances where both these scenarios arise, it is right that two separate designations are required.    
2. In addition is it intended that a capital payment from a trust eligible for TRF will not be subject to IHT exit charge if it can be shown that it is matched to pre-April 2025 protected income?  
A capital payment from a trust eligible for TRF will not be subject to IHT exit charge if it can be shown that it is matched to pre-April 2025 protected income.
3. What is the position on a transfer of an asset from a trust that is non-resident but not excluded property.   Do HMRC accept that hold over relief under section 260 Taxation of Chargeable Gains Act 1992 is available. (Relevant to the recent amendment in Finance Bill (FB)).  
Where an IHT charge is due upon the distribution of a capital payment, hold over relief is available in the usual way. In order to facilitate the use of TRF, legislation contained within FB 2025 (No.2), additionally enables trust distributions - made and designated for TRF - to be treated as chargeable to IHT for the purposes of eligibility to CGT hold over relief.  
4. It’s unclear why trust capital distributions to new UK arrivers are ignored for CGT but treated much more heavily for income tax. CGT rules simply disregards the capital payment entirely, with no matching and no future consequences, whilst the Income tax rules rely on complex notional income rules (ITA 2007 s732), which are impractical for new arrivals and trustees who haven’t tracked UK‑style income pools. The mismatch between the two systems creates anomalies that wouldn’t exist if income tax followed the CGT approach.
HMRC acknowledged that there is a difference in treatment for matching in relation to capital payments made during the FIG regime period, to a person claiming the relief, which are matched to gains vs income.  This can be considered as part of the review into Personal Tax Offshore Anti Avoidance legislation.
[bookmark: _Hlk216868882]Guidance updates
HMRC provided an overview of areas where we have published updates since our last meeting on 14 October 2025:  
Inheritance Tax Manual 
· Guidance was updated on 15 December 2025 to clarify the application of UK and US double tax conventions. Various stakeholders have asked about the US/UK tax treaty in light of the new long-term UK residence test. 
· The US/UK tax treaty contains specific provisions allocating taxing rights in relation to settlements made at a time when the settlor was domiciled in the USA and not a UK national.  Therefore, even when a settlor of such a trust is long-term UK resident, any ten-year anniversary or proportionate charge may attract full relief under the treaty.  However, this does not extend to UK immoveable property or assets of a UK business (and see IHTM04315 for indirectly owned UK residential property).  This has been confirmed in the updated guidance at IHTM47071. 
· In addition, because the US does not have an equivalent occasion of charge, there is nothing for the US to certify on a Form 742 and so the guidance has been updated at IHTM27170 and IHTM27177 to confirm that this is not required. 
· The form IHT100 notes have also been updated to confirm that treaty relief should be entered into the reliefs and exemptions section, and to confirm that where treaty relief depends on domicile, a form D31 is required. 
· Whilst it is recognised that, in some cases, the treaty may offer full relief such that a nil charge arises, this will not always be the case, for example if there are UK situs assets.  Even in cases of full relief, HMRC needs the opportunity to consider the return and whether the treaty relief is correctly claimed.  Therefore, it is not proposed that there are any amendments to the returns, but this will be kept under review as the new regime progresses.  This has been confirmed in the updated guidance at IHTM47071. 
· Transfers between trusts:  IHTM42603 has also been updated to add an extra example on the operation of section 81B Inheritance Tax Act 1984 as requested. We are happy to receive further feedback via the inbox if further clarity is required. 
· Gifts with reservation of benefit and transfers between trusts Section 102(7C) was added to the Finance Act 1986 by way of government amendment as part of these reforms to deal with any possible difficulties relating to these transitional cases.  No further amendment is proposed. 
Residence and FIG Regime Manual (RFIG)
· Further guidance on the interaction of the FIG regime and double taxation agreements has been published at RFIG 43000 clarifying that a claim for FIG relief will not affect a treaty residence determination. 
· Members raised that they would welcome HMRC’s views on recent OECD commentary regarding the views of the USA on how to interpret US DTA’s with regards to dual residents.
Residence, Domicile and Remittance Basis Manual 
· HMRC thanked CIOT/STEP for their correspondence and feedback on guidance for S809P(12) (RDRM35010), this has been considered and the guidance page has now been updated and published. We are happy to receive any further comments. 
 PAYE Manual 
· The guidance has been updated to provide clarification on how Overseas Workday Relief financial limits interact with Appendix 6 arrangements. 
· Guidance has been published in guidance sheet ‘New employee coming to work from abroad – Modified Payments Arrangements’ dealing with this point. We are happy to receive further feedback via the inbox if further clarity is required. 
HMRC welcomed further feedback from members across areas of guidance, and will look to make updates once the finance bill has received royal assent and have manuals up to date for April. 
Making Tax Digital guidance & SA109 publication
Attendees asked about the availability of 2025-26 Self-Assessment (SA) forms and further guidance on the interaction with Making Tax Digital (MTD) and the SA109 form. 
HMRC stated that updated MTD legislation is expected to be published after royal assent of the FB.  Guidance has been published on MTD deferral and exemption categories here www.gov.uk/guidance/check-if-youre-eligible-for-making-tax-digital-for-income-tax with further guidance for customers seeking an exemption or deferral planned for publication over the coming months.
HMRC will explore whether draft SA forms and notes pages can be shared with stakeholders earlier than the planned April publication date.
Guidance and Communication
HMRC will continue to consider providing further examples and guidance, especially on areas such as trust distributions and TRF. The group discussed whether HMRC educational letters should also be sent to represented customers. There was consensus that this would be helpful, as communication from HMRC can reinforce the importance of changes and support agents in advising their clients.
Actions and Next Steps
HMRC to give new member access to SharePoint site.
HMRC to circulate a consolidated list of queries and their status (addressed by legislation, guidance, or outstanding).
HMRC to consider sharing draft SA forms with stakeholders.
Attendees to provide written examples or queries to HMRC on published legislation for further clarification.
Attendees to provide further legislative feedback to HMRC. This will help HMRC review points promptly although sharing is optional and should align with each organisation’s protocols. 
Agreement that the next meeting to be scheduled for February, avoiding the January filing season.
Any Other Business
The group discussed the value of HMRC communications to both represented and unrepresented taxpayers. No further business was raised.
Close
The meeting was closed with thanks to all participants. Draft minutes will be circulated within 28 days.
Prepared by: Sub-Group Secretary
Date: 16 December 2025
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