
 

 

The importance of domicile 
 
Why does my domicile matter? 

Domicile is a concept used by the English courts to determine which system of personal law (for 

example in relation to marriage, wills or succession) applies to an individual, where that individual has 

links with more than one country. Domicile is one factor, along with residence, which determines an 

individual’s liability to UK tax. If you are considering moving to the UK it is a concept which may affect 

your estate and the taxes that you pay. 

For example, currently UK residents usually pay tax, on an arising basis, from their worldwide income 

and gains. However, if you are resident but not domiciled, nor deemed domiciled, in the UK, you may 

elect, in certain circumstances, to be taxed on a remittance basis (subject to payment of an annual 

charge) so that you are taxed only if you bring your foreign income and gains (or assets purchased 

from them) into the UK. This election can be made on a year by year basis factoring in when foreign 

gains may be realised for example. An individual who is not domiciled, nor deemed domiciled, in the 

UK, and has not elected to be treated as UK domiciled for IHT purposes, is only subject to IHT  in 

respect of their UK assets.(Double taxation treaties and agreements may affect the treatment and 

succession planning of certain nationals, such as Indians.) 

What is domicile? 

Domicile has a specific legal meaning, beyond the simple dictionary definition of "place of residence" 

which has developed through a long line of cases. 

Your domicile is not necessarily the country of your nationality or in which you happen to be living; for 

example, a person can be a British citizen who is resident in the UK for many years and yet have a 

domicile elsewhere such as China. Subject to certain rules on how you can change your domicile, 

domicile can be summarised as your "permanent" home which means the place to which you have 

the closest emotional tie and where you intend to retire to and to reside indefinitely. 

Where a country is comprised of a number of different legal jurisdictions (such as the USA or the 

United Kingdom, where each state has its own legal jurisdiction), domicile would relate to that 

particular state (or jurisdiction). For example, an individual would be domiciled in England and Wales, 

not "the UK" as the UK is made up of three legal systems: England and Wales, Scotland and Northern 

Ireland. 

How do I acquire my domicile? 

It is possible to have more than one residence for tax purposes but you can only have one domicile. 

Domicile is acquired by three main ways as follows: 



 

▪ A domicile of origin. 

▪ A domicile of dependency. 

▪ A domicile of choice. 

These are general law concepts, which are imported into UK tax law. Everyone has a domicile, 

starting with the domicile of origin at birth. Your domicile of origin can be displaced in favour of either 

a domicile of dependency or a domicile of choice. However this only causes your domicile of origin to 

lie dormant and it can be revived. 

There are two further forms of domicile, deemed domicile and elected domicile, which have been 

created specifically for the purposes of tax legislation (and do not affect your domicile under general 

law). 

Domicile of origin 

Everyone has a domicile of origin at birth which will be your father’s domicile at that time if your father 

was alive and your parents were married at the time of your birth. If your father was not alive, or your 

parents were not married, you take the domicile of your mother at the time of your birth. A UK 

domicile of origin is never lost, although it can be dormant, and from April 2017 it  revives more easily 

than prior to this date.. 

Domicile of dependency 

If the domicile of your father (or, where appropriate, your mother) changed while you were under the 

age of 16, you would have acquired a domicile of dependency based on your father's (or mother's) 

new domicile. 

If you are a woman who married before 1 January 1974, you would have taken your husband's 

domicile (as a domicile of dependency) when you married. On 1 January 1974 the rules changed, so 

that women who married on or after that date no longer take their husband's domicile; they retain their 

own domicile of origin and can acquire their own domicile of choice. Women who were married before 

that date retained their husband's domicile as at that date, but this is treated as a domicile of choice, 

not dependency. 

If you acquired a domicile of dependency while you were under the age of 16 (for example, because 

you and your parents immigrated permanently to a new country, with no intention ever to return to the 

old country) your domicile of dependency will continue until you choose to leave that country. On 

departure, your domicile of origin will revive until you acquire a new domicile of choice. 

Domicile of choice 

It is possible in certain circumstances to lose your domicile of origin (or a domicile of dependency or 

choice) and to acquire a domicile of choice (or a new one), if you: 

1 establish your chief residence in a new country; and 

2 intend to live in that new country permanently or indefinitely. 



 

If you cannot fulfil both these elements (or cannot provide sufficient evidence of it) then your domicile 

of origin will remain. While this may seem a simple exercise the burden of proof is fairly steep and 

HMRC will consider all elements of a person’s life. 

Residence in this context is not necessarily the same as residence for other tax purposes. It means 

more than making regular visits, it requires inhabiting the country, for example, acquiring a permanent 

home there and acquiring financial and social connections. 

For example, Yong Zhang is born in Macau, China to married parents and his father was domiciled in 

China. Yong therefore has a domicile of origin in China. When he is 25 Yong goes to live in England 

with the intention of remaining there permanently and acquires an English domicile of choice over 

time. However, 15 years later Yong takes up a new job in New Zealand intending never to return to 

England, but also intending to stay in New Zealand only for the length of his two year contract. Until 

Yong acquires a new permanent residence his domicile of origin will revert back to China as soon as 

he moves from England to New Zealand. 

Deemed domicile for tax purposes. 

From April 2017 if you have lived in the UK for at least 15 out of the previous 20 tax years then you 

are deemed domiciled in the UK for all tax purposes including IHT. Prior to April 2017 this period was 

17 out of the previous 20 tax years and applied only to IHT.  An individual will become deemed 

domiciled in the UK form the start of the 16th year (even if no longer UK resident in that tax year. 

Under the new rules for IHT purposes you can lose your deemed domicile status by ceasing UK 

residence for at least three consecutive tax years. However, if you re-commence residence in the UK 

in years four, five or six then the 15/20 years rule will apply on your return. 

In addition, if you have an UK domicile of origin at birth,  and acquire a domicile of choice elsewhere 

then you will be deemed domiciled in the UK once you have been UK resident again for at least one 

out of the previous two tax years. 

The deemed domicile rules do not apply in the same way to transfers on death where the deceased 

person was domiciled in, for example, India or Pakistan. Italy and France also have certain beneficial 

protections but in more limited circumstances. 

Elected domicile 

If you are not UK domiciled and you have a spouse or civil partner who is UK domiciled, it may be 

possible, and (depending on your circumstances) advantageous, for you to elect to be treated as 

domiciled in the UK for IHT purposes. 

If no election is made, then on the death of your UK domiciled partner after 6 April 2013, any transfers 

made to you will be exempt up to the limit of the IHT nil rate band then in force (£325,000 for tax year 

2018/19). This compares with an unlimited spouse exemption if both partners are UK domiciled or 

indeed both are non-domiciled. 

In certain specified circumstances it is possible for the non-domiciled spouse, or his or her personal 

representatives, to elect to be treated in the UK for the purposes of the spouse exemption so that this 

exemption is unlimited. This is a complex area and careful consideration needs to be given to all the 

circumstances before making an election which is irrevocable. 



 

The importance of domicile 

As individuals become ever more mobile, and holding assets in different countries becomes 

increasingly likely, then the importance of the domicile rules, and how they are affected by dual 

nationality, citizenship and habitual residence, can only increase given how crucial they are in 

determining an individual’s liability to tax in a particular jurisdiction. Tax planning can be carried out 

but it is essential to decide on the individual’s domicile before entering into this and, as can be seen, 

this is decided in accordance with established legal principles and in accordance with the evidence. It 

is not possible for a person to decide to adopt a particular domicile and that will be the end of the 

matter unless that choice is in accordance with the established law. 

For Inheritance tax purposes it is often the deemed domicile rules that can have the greatest 

unforeseen effect as a person can fully intend to leave the UK at some point in the future but 

unwittingly become deemed to be domicile here once he or she has lived here for the requisite 15 out 

of the previous 20 tax years. At that point the individual’s worldwide assets fall into the UK IHT net but 

advance planning can avoid this unwelcome result. In this respect, please see our Client Information 

Sheet on Excluded Property Trusts. 

For further information on this or on any other Private Capital matter you may have, please contact: 

 

Carol Cummins, Consultant 

Bristol and Cardiff offices 

t: 0345 209 1275 

carol.cummins@clarkewillmott.com 

 

Disclaimer: This briefing is intended to highlight issues only for the purposes of general interest and is not intended to be a comprehensive 
statement of the law. Although we have taken care over the information, you should not rely on it as legal advice. We do not accept any liability to 
anyone who does rely on its content. Last updated: April 2018. Ref: 0 

A limited liability partnership registered in England and Wales with registration number OC344818. Authorised and regulated by the Solicitors 
Regulation Authority (SRA Number: 510689), whose rules can be found at http://www.sra.org.uk/handbook/.Registered office and principal place 
of business: 138 Edmund Street, Birmingham, West Midlands, B3 2ES. Any reference to a 'partner' is to a member of Clarke Willmott LLP or an 
employee or consultant who is a lawyer with equivalent standing and qualifications and is not a reference to a partner in a partnership. 


