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INCOME TAX – Section 26 Income Tax (Earnings and Pensions) Act 2003 – taxpayer had joint 
account outside the UK – Whether use by other joint account holder of debit card to make cash 
withdrawals or purchases in the UK were remittances by taxpayer to the UK. 
  

The Fact: 
 
Mr Pflum was a resident but not domiciled in the UK. He was employed in London and all of his salary 
was paid directly into a bank account in Guernsey. This bank account was in his sole name and Mr 
Pflum would transfer some money from this account to the account in the Isle of Man.  
 
The Isle of Man account was held in joint names with his wife and some money was used to pay 
standing orders and direct debits for items in the UK such as rent and utility bills. These payments to 
the UK were taxable under section 26 of the Income Tax (Earnings and Pensions) Act 2003.  
 
However, HMRC also wanted to tax cash withdrawals from cash machines in the UK and payments 
made by debit card from the Isle of Man account.  
 
Mr Pflum challenged this and explained that he would deposit money into the Isle of Man account on 
a regular basis as an allowance for his wife. Mrs Pflum was allowed to spend the money as she saw fit 
and all cash withdrawals and debit card transactions were for her sole use. She did not need to ask 
Mr Pflum’s permission because it was always understood that he had given the money to spend as 
she wished.  
 
Mr Pflum used his own account in Guernsey for his personal expenditure and there was never any 
intention that the money in the Isle of Man account would belong to him, except for the occasional 
payments for rent and utility bills.  
 
HMRC argued that Mr Pflum solely owned the money in the Isle of Man account because the money 
came solely from his deposits of his salary. Therefore, all money withdrawn from this account should 
be regarded as having been paid by Mr Pflum to the UK and therefore taxable under the Act.  
 
Mr Pflum argued that the money was solely owned by Mrs Pflum and should not be treated as 
income remitted to the UK. By course of conduct, joint ownership had been severed so that the 
account was owned as tenants in common rather than joint tenancy. This meant that Mrs Pflum had 
100% share of the money, albeit with some small sums designated for Mr Pflum’s benefit.  
 



 

Held: 
 
The Tribunal found in favour of Mr Pflum. The reasoning behind this decision was based on the 
previous case of Re Bishop [1965] Ch 450 and the result of this was that when either party withdrew 
money from the account, that money then belonged to them. As it was the case that Mrs Pflum 
usually used the account on a daily basis, it followed that the money withdrawn or transferred did 
not form remittances by Mr Pflum.  
 
 


