Case Study Questions 8.1
Mark works for a large UK-based company. He has recently become engaged to
Zarawho he met on a recent business trip to Italy. Zara has always lived in Italy, in
the same village that her parents grew up, but is planning to move to the UK on 1
September 2025 to marry Mark. Zara is a university lecturer. She has secured a transferto a
UK university, and starts a full time lecturer position with them as soon as she arrives in the
UK.

Zara has substantial income-producing assets in Italy, which she will continue to hold on
moving to the UK.

(a) State Zara’s current domicile status, explain how and why this could change in the
future, and what measure will be used post April 2025 to test her potential liability to
IHT (4 marks)

(b) Explain how Zara will be treated for residency purposes when she arrives in the UK,
and how herincome will be taxed. (8 marks)

(c) Mark has a current Will, but wants to update this to now include Zara, explain the
implications of rewriting his Will, before they are married. (4 marks)

Domicile status

e Zarawas born with an ltalian domicile.

e If she stays as a resident of the UK for at least 15 out of 20 tax years she will be deemed
to be UK domicile.

e When she marries Mark, she can elect to be treated as domiciled in the UK for
Inheritance Tax purposes.

e After April 2025, Zara’s long-term residence will be the main factor to decide eligibility to
IHT.

Residency ‘

e When Zara first comes to the UK, her UK residence will be determined by the statutory
residence test.

e She will be eligible to make a claim under the foreign income and gains regime, as long
as she is a qualifying resident and has not been UK resident for at least 10 consecutive
tax years immediately before the tax year. (There is another criteria about ‘not being a
member of the House of Commons or House of Lords’ but as that’s not mentioned in
the question it’s probably not going to be high on the ClI’s list of things to include as an
answer here).

e [fapproved as eligible, Zara can bring foreign income into the UK tax-free for the first
four years from when she is confirmed as resident.

o After fouryears, she will be subject to UK tax on her worldwide income.

e [fincome is potentially taxable in both the UK and Italy she may benefit from any
available double taxation treaties at the time.

e The foreign income and gains regime will apply regardless of Zara’s domicile status.




will ‘

e If Mark dies prior to the wedding, his estate would be distributed in line with his Will.

e Marriage will invalidate the Will.

e [f he dies after the wedding, the amended Will would no longer be valid, and the estate
would be distributed in line with Intestacy rules.

o [fthe amended Will has a statement to confirm that it is made in contemplation of the
marriage, then his estate could be distributed in line with the Will.

BTS Hints and Tips

e Where several rules will apply, then you will need to cover all of them to get good marks.
This is a step up from the multi-choice exams where the most correct answer gets the
mark; here you need to cover all options.

e Take particular care in the exam to see if the question (or part of it) is relating to the
post April 2025 rules in respect of Domicile, Residence, FIG, etc.

e Where information is given in the case study, such as dates, you are expected to apply
these to your answers. AF1 is not looking for lists of general information but clear
detailed explanations of exactly how the rules apply to your client.

e AF1 answers need to have precise and concise answers. With the Will question, you
need to cover all angles. As the question doesn’t specify whether the Will would include
the statement about being in contemplation of marriage, you would need to articulate
what would happen if it didn’t and if it did to get full marks.




