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CROSS-BORDER WEALTH PLANNING - FIVE
QUESTIONS TO ANSWER WHEN PLANNING
A MOVE TO ITALY

INTRODUCTION

A cross-border move for any individual with a meaningful balance sheet is a wealth
planning engagement that unfolds in stages. The earliest stage is the pre-residence
planning stage. It is where (i) the legal architecture of the move is determined, (ii)
the choice between special regimes is made, and (iii) the factual record is laid down
that will support the assessment in years to come. Later stages address (a) struc-
turing pre-existing assets, (b) aligning existing estate and succession planning with
Italian law, (¢) adopting compliance procedures triggered by resident status, and (d)
in some cases, planning for an eventual exit. Planning for the later stages typically
occurs much before the residence stage is closed.

When individuals consider moving their tax residence to Italy, the first conversation
almost always begins with a specific question. How will | be taxed in Italy? The
question is reasonable, and it is rarely meant to be the only question. It is, however,
the question that comes most naturally to clients who have read about Italy’s spe-
cial regimes and who already have a number in mind as to the level of tax that is
acceptable.

In practice, the question is incomplete. Italian tax residence does not flow from
a single criterion. It flows from a fact-based assessment that combines (w) civil
residence — understood as the habitual abode (dimora abituale), (x) domicile, (y)
physical presence, and (z) registration (iscrizione anagrafica) at the registry office
(ufficio anagrafe) of the local town hall (comune). None of these elements can be
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evaluated in isolation. None of them can be evaluated in advance of a careful look
at the client’s life, family, and assets.

An adviser who treats the first conversation as a tax-rate conversation will produce
an answer that may be technically correct but problematic for practical reasons. A
more useful approach begins with a different question. What does the move look like
from the perspective of the client’s life, taken as a whole, over the period in which
the transition will occur?

The discussion that follows organizes the opening of the residence stage around
five questions and one key point. The structure is deliberately simple. The purpose
is to map the factual landscape before any technical recommendation is offered,
and to identify the decisions that will need to be made before the client’s first Italian
tax return is filed.
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THE FIVE-QUESTION APPROACH

The five-question approach — sometimes referred to as the 5 W’s — is borrowed from
journalism, where it has served for more than a century as the test of a complete
story. A news reporter who writes an article without answering the five simple ques-
tions, each of which begins with the letter W — who? what? when? where? and why?
— has written only a fragment of the full story, which often is misleading.

The journalistic approach is itself borrowed from classical rhetoric of the seven cir-
cumstances, codified in Quintilian’s Institutio Oratoria in the first century, and more
recently adopted by Rudyard Kipling in the poem that opens “The Elephant’s Child,”
in the Just So Stories.’

Six honest serving-men, named What and Why and When and How
and Where and Who, taught the speaker all he knew.

The parallel between the reporter and the cross-border advisor is closer than it may
appear at first sight. The reporter reconstructs a story that has already happened.
The advisor reconstructs a story that has not yet taken shape. In both cases, the
discipline lies in resisting the pull of a single variable. A reporter who leads with how
the event happened, before establishing who was involved and where the event
took place, produces a piece of writing that reads like a technical detail in search of
its context. Similarly, an advisor who leads with how the client will be taxed, before
establishing the purpose, the timing, the family situation, and the location the move
produces advice that is in search of context.

There is one substantive difference between the journalistic mnemonic and the
framework used here. Classical journalism treats the “how” aspect as the plus-one,
the closing question that ties the other responses together. In the framework set
out for a cross-border move, the “how” is the consequence of the other responses,
refracted through the choice of regime. The regime is where the story acquires its
tax shape, and it is the question that closes the assessment rather than the initial
question in the planning process.

THE ITALIAN TAX RESIDENCE FRAMEWORK

The ltalian rules on individual tax residence were rewritten at the end of 2023. The
new wording of Article 2, paragraph 2, of the Italian Income Tax Code as reflected in
Presidential Decree 22 December 1986, no. 917 (“T.U.I.R.”) was replaced by Article
1 of Legislative Decree 27 December 2023, no. 209, applies starting from tax year
2024.

Under the new rules, an individual is considered to be an Italian tax resident in a giv-
en calendar year where, for the greater part of the tax period (more than 183 days,
or 184 days in a leap year), any of the following four conditions is met:

. Civil residence under Article 43 of the Italian Civil Code is maintained in Italy,
at the individual’s place of habitual abode.

. Domicile is maintained in Italy, defined for tax purposes as the place where
the individual's personal and family relationships primarily develop.

! Kipling, Rudyard. Just So Stories. United Kingdom: Macmillan, 1902.
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. Physical presence is established in the Italian territory for the relevant period,
a new statutory criterion that did not appear in the prior version of the law.

. Anagrafe enrollment has been entered in the register of an Italian municipal-
ity regarding its resident.

Three points deserve emphasis for non-Italian readers:

. The new definition of domicile shifts the analysis decisively toward personal
and family ties, narrowing the broader notion that previously included busi-
ness and economic interests.

. Physical presence is now an autonomous criterion, which means that days
spent in Italy may, on their own, trigger residence if the threshold is met.

. Anagrafe enrollment now creates a rebuttable presumption of residence, not
the absolute presumption that prevailed before the reform, although registra-
tion remains a strong factual indicator in the analysis.

The 2024 reform did not change the role of double tax treaties. Where the domestic
rules of two countries treat the same individual as resident in each country, the
tiebreaker rules of Article 4 of the O.E.C.D. Model Tax Convention, as incorporated
into the relevant bilateral treaty, will allocate residence to a single jurisdiction for
treaty purposes.

THE “WHY” QUESTION: THE PURPOSE DRIVING
THE MOVE

The first question in any well-conducted initial assessment is to identify the reasons
why the client wants to move to Italy. Although the question sounds soft, it drives
almost every technical choice that follows.

. A retirement-driven relocation raises a set of considerations that has little
overlap with an employment-driven relocation.

. A move connected to entrepreneurial activity, with a view to opening or re-
locating a business, points the analysis toward (i) permanent establishment
exposure for the foreign company, (ii) treatment of stock options and carried
interests, and (iii) the interaction between Italian tax residence and the cor-
porate tax position of any non-ltalian holding structure.

. A move tied to a family transition, such as a divorce, a remarriage, or the relo-
cation of children for schooling, raises succession planning and matrimonial
property regime questions that go well beyond income tax.

Asset management relocations form a distinct category. Clients with significant in-
vestment portfolios held offshore often arrive with structures that were built around
a previous tax residence, and the question is whether those structures continue to
make sense, or whether the Italian residence requires modification.

A further category that is more visible in recent years is the relocation driven by ex-
ternal events rather than by personal choice. The COVID-19 pandemic produced a
wave of involuntary cross-border presence between 2020 and 2022, with individuals
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stranded for months in countries other than their usual one. More recent geopolitical
events have raised similar questions in a different posture.

The treatment of these cases under Italian rules turns on a fundamental distinc-
tion. Under domestic Italian law, the criteria of Article 2, paragraph 2, T.U.l.R. are
applied irrespective of the reasons for the individual’s presence in Italy. The Italian
Tax Authorities confirmed this approach in a series of rulings issued during and after
the pandemic, including Response no. 458 of 7 July 2021, Response no. 50 of 17
January 2023, and Response no. 99 of 19 January 2023, declining to disapply the
residence rules even where the presence in Italy was directly caused by emergency
restrictions. The O.E.C.D. guidance on the impact of the pandemic on the applica-
tion of tax treaties, first issued on 3 April 2020 and updated on 21 January 2021,
recommended that days of presence attributable to extraordinary circumstances
should not, on their own, displace the prior residence position. That guidance was
accepted by Italy only at the treaty level, and only through the administrative agree-
ments concluded with Austria, France, and Switzerland in respect of cross-border
workers.

The treaty level offers a different perspective. Where a domestic law conflict of resi-
dence arises, the tiebreaker rules of Article 4 of the relevant double tax treaty apply,
and the analysis of the habitual abode criterion under paragraph 19 of the Com-
mentary to the O.E.C.D. Model Convention requires consideration of the frequency,
duration, and regularity of stays over a period long enough to exclude transitory
situations. The treaty analysis can therefore lead to a different outcome from the
domestic law analysis, particularly where the presence in ltaly is the result of ex-
traordinary circumstances rather than a deliberate centering of life.

The practical lesson for advisors is that presence in Italy which begins as a tem-
porary safe haven measure may, over time, acquire the characteristics of habitual
abode, with consequences that need to be assessed prospectively rather than re-
constructed on a retroactive basis. The Italian residence analysis under domestic
law remains comparatively rigid in the face of force majeure, while the treaty analysis
allows a more fact sensitive correction. The two perspectives need to be considered
together at the planning stage, not at the moment tax is assessed.

Understanding the purpose of the move also affects the conversation about timing,
family arrangements, and special regimes. A retiree relocating to a small town in
southern Italy is in a very different position from a founder relocating to Milan after a
liquidity event. The factual assessment, the choice of regime, the immigration steps,
and the family conversations are all different.

A practitioner who skips this question and moves directly to technical analysis tends
to recommend regimes that are technically available but not necessarily aligned
with the client’s situation. The cost of that mistake is rarely fiscal. It tends to be a
planning structure that does not survive its first encounter with reality.

THE “WHEN” QUESTION: TIMING BEYOND THE
183-DAY RULE

The second question is identifying when the move actually takes place. Most clients
arrive at the first meeting having read about the 183-day rule, and many expect that
the analysis ends there. It does not.
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The ltalian tax year follows the calendar year for individuals. The 183-day threshold
is measured against the calendar year, with the practical consequence that the tim-
ing of departure from the previous country and arrival in Italy materially affects the
year in which Italian residence begins. An arrival in late summer of year one may,
depending on facts, result in nonresidence for year one and full residence for year
two. In comparison, an arrival in early spring will typically result in full residence for
year one.

Departure-side considerations deserve equal attention. Many countries apply some
form of exit charge, deemed disposal of unrealized gains, or trailing tax obligation to
individuals who cease to be tax resident. The makeup and timing of these rules vary
materially from one jurisdiction to the next. Consequently, a coordinated analysis
with advisors in the country of departure is necessary before the date of departure
is fixed. The exercise often reveals that the optimal Italian arrival date depends on
a foreign timeline that is not visible from the ltalian side, and confirms that planning
must begin well before the move itself.

Italian-side registrations also deserve careful sequencing. The deregistration from
the Italian Registry of Italians Resident Abroad (“A.I.R.E.”) and the enrollment in the
Italian Anagrafe should be coordinated with the substantive move, not handled as
administrative afterthoughts. A registration that occurs significantly before or after
the substantive move can produce mismatches that the tax authorities will be enti-
tled to question.

Immigration timing introduces a parallel schedule. The issuance of a visa, its con-
version into a residence permit, and tax-driven elections all run on calendars of
their own. The role of the practitioner is to make sure that the tax, immigration, and
registration timelines align.

THE “WHO” QUESTION: THE FAMILY DIMENSION

The third question is the identification of the family members who are moving with
the client. Few questions reshape the analysis more decisively, and few questions
are more frequently underestimated.

Italian tax residence is assessed on an individual basis. One spouse may become
an ltalian tax resident while the other does not. Children may have their own res-
idence status. In practice, the location of family members is one of the strongest
factual indicators of the individual’s domicile. The new definition of domicile under
Article 2, paragraph 2, T.U.I.R. emphasizes the place where personal and family
relationships primarily develop. It places the family dimension at the center of the
assessment.

The presence of a spouse in ltaly, the schooling of minor children in Italian institu-
tions, the location of the family home, and the rhythm of weekends, holidays, and
family routines are all relevant. Where these elements point to Italy, residence will
be difficult to avoid, regardless of how carefully the 183-day count is managed.
Where they point to another country, the residence analysis will need to take that
fact into account, in conjunction with the tiebreaker rules of the applicable treaty.

The family dimension extends well beyond income tax. Matrimonial property regimes
may be affected by a change of habitual residence. Succession planning is directly
implicated, since Regulation (E.U.) No 650/2012 of the European Parliament and of
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“The family
conversation should
happen at the
beginning of the
planning process,

not at the end.

The decisions are
personal, and they
need to be made by
the people who will
live with them.”

the Council of 4 July 2012, commonly referred to as the “E.U. Succession Regula-
tion,” ties the applicable law of succession to the habitual residence of the deceased
at the time of death, subject to a limited election in favor of the law of nationality.
The interaction between Italian forced heirship rules and the planning instruments
commonly used in the client’s country of origin, such as revocable trusts, transfer-
on-death designations, joint tenancy with right of survivorship, and prenuptial agree-
ments, will need to be reviewed.

The family conversation should happen at the beginning of the planning process,
not at the end. The decisions are personal, and they need to be made by the people
who will live with them.

THE “WHAT” QUESTION: THE SUBSTANCE OF
ITALIAN TAX RESIDENCE

The fourth question is what Italian tax residence actually means once it is acquired.
Clients often arrive with a general understanding of how residence will affect their
taxation, and a similar level of familiarity with the special regimes frequently an-
chored to a headline figure rather than to the underlying conditions. The intermedi-
ate layer, namely the ordinary regime that applies in the absence of an election, is
rarely the focus of pre-arrival conversations and deserves attention from the outset.

The ordinary consequence of Italian tax residence is taxation on worldwide income.
The Italian personal income tax (“I.R.P.E.F.”) is progressive, with rates currently
ranging from 23% on the lowest bracket to 43% on income above the top threshold.
Regional and municipal surtaxes must also be taken into account. The progressive
scale, however, is only the starting point. What actually applies to a given client
depends on the composition of the client’s wealth and on how each item of income
or gain is treated under lItalian rules.

In principle, foreign income is taxable in Italy. Double taxation is ameliorated through
foreign tax credits and treaty relief. Income from foreign trusts, foreign partnerships,
and controlled foreign corporations is subject to specific anti-deferral rules that
should be reviewed before residence is acquired.

The reporting obligations are extensive. The foreign asset monitoring regime under
Article 4 of Decree-Law 28 June 1990, no. 167, converted into Law 4 August 1990,
no. 227, requires ltalian tax residents to disclose foreign assets and certain foreign
financial relationships in the dedicated section of their annual tax return (commonly
referred to as “Quadro RW”). The ltalian wealth tax on foreign immovable property
(“I.V.LLE.”) and on foreign financial assets (“l.V.A.F.E.”), introduced by Article 19 of
Decree-Law 6 December 2011, no. 201, converted with amendments by Law 22
December 2011, no. 214, applies in parallel to the income tax.

Italian gift and inheritance tax should also be discussed at the outset. The Italian
regime is comparatively favorable, with substantial allowances and modest rates by
international standards. The territorial scope of the tax extends to worldwide assets
where the donor or decedent is an Italian resident.
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THE “WHERE” QUESTION: THE PLACE OF LIFE
AND ITS CONSEQUENCES

The fifth question relates to the place where the client will actually live. The question
may sound logistical. It is, in fact, a question with legal and factual consequences.

The choice of location affects the factual analysis of residence. A client who de-
clares Italian residence but (i) spends most of the year in another country, (ii) main-
tains only formalistic links to a town in Italy that has no schools, (iii) is not part of a
professional network, and (iv) maintains few or no family ties to Italy will struggle to
defend an assessment by tax authorities that is focused on the substance of life. By
contrast, a client who genuinely centers life on Milan, Rome, Florence, or a smaller
town with verifiable ties will be in a much stronger position.

The choice of location also intersects with one of the special regimes. The favor-
able regime for foreign pensioners under Article 24-ter, paragraph 1, T.U.l.R. is geo-
graphically limited, requiring relocation to a municipality of certain southern Italian
regions. Article 26 of Law no. 34 of 2026 raised the eligible population threshold
from 20,000 to 30,000 inhabitants, with effect from tax year 2026. The amendment
also allows a transfer from a municipality below 20,000 inhabitants to a municipality
between 20,000 and 30,000 inhabitants to qualify under the regime. A retiree who
falls in love with Florence or Milan will not qualify for the foreign pensioner regime
no matter how matter how many other favorable elements are in the retiree’s profile.

Real estate decisions are typically part of the location conversation. The purchase
of a primary residence may have favorable consequences for property tax (“.|.M.U.”
and for registration tax, but it also creates a visible factual link that may be relevant
for the residence analysis. The rental of a long-term property in a particular city often
plays the same evidentiary role.

The choice of location should be discussed within the family. Schooling, healthcare,
transportation, professional ecosystem, and proximity to the client's commercial ac-
tivities are factors that affect whether the location remains comfortable in year three
and in year five, and not merely in year one. A move that the client regrets within
twelve months will impose costs that exceed any tax saving.

WHICH SPECIAL REGIME, IF ANY, FITS

The plus-one question is which special regime, if any, fits the client’s circumstances.
Italian law currently offers three principal regimes for individuals transferring tax
residence to Italy. Each regime has its own conditions, its own scope, and its own
duration. None is automatic, and all of them must be elected.

New Residents Regime

The first regime is the new residents regime under Article 24-bis T.U.l.R., originally
introduced by Article 1, paragraphs 152 to 159, of Law 11 December 2016, no. 232
(the 2017 ltalian Budget Law). The regime allows individuals who become ltalian
tax resident after at least nine years of nonresidence in the previous ten to elect a
flat substitute tax on foreign-source income. The substitute tax was originally set at
€100,000 per year. It was raised to €200,000 by Decree-Law 9 August 2024, no.
113, converted into Law 7 October 2024, no. 143. It was further raised to €300,000
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per year for new opters by the 2026 Italian Budget Law. Family members who join
the election are subject to an additional substitute tax now of €50,000 each.

The election lasts up to fifteen tax years, applies to foreign-source income, only.
It may be revoked at any time. Italian source income remains subject to ordinary
I.R.P.E.F. Foreign-source capital gains on qualified participations realized in the first
five years of the election are in principle excluded from the regime. Foreign assets
covered by the regime are exempt from the Quadro RW reporting obligation, from
IV.LE., and from |.V.A.F.E. The same assets are also exempt from Italian gift and
inheritance tax on transfers made by the participant during the election period.

Inbound Workers Regime

The second regime is the inbound workers regime under Article 5 of Legislative
Decree 27 December 2023, no. 209. The new regime, applicable to transfers of res-
idence from tax year 2024, replaces the previous regime under Article 16 of Legis-
lative Decree 14 September 2015, no. 147, subject to grandfathering for individuals
who validly exercised the option under the prior regime.

Under the new regime, qualifying employment and self-employment income pro-
duced in Italy is taxed on 50% of the income amount. The taxable amount can be
reduced to 40% in specified cases, such as where the inbound worker has a depen-
dent minor child. The benefit applies to €600,000 of eligible income per year. The
benefit applies for five tax years. Eligibility requires (i) three years of prior tax non-
residence in Italy (extended to six or seven years where the worker returns to the
same employer or to a member of the same group), (ii) a commitment to maintain
Italian tax residence for at least four years, (iii) performance of work activity primarily
in Italy, and (iv) possession of high qualification or specialization requirements as
defined by the implementing rules.

Foreign Pensioners Regime

The third regime is the foreign pensioners regime under Article 24-ter T.U.l.R., intro-
duced by Law 30 December 2018, no. 145 (the 2019 Italian Budget Law).

The regime allows individuals receiving foreign pension income who become Italian
tax resident after at least five years of nonresidence to elect a flat substitute tax of
7% on all foreign-source income for ten tax years. The election requires relocation
to a municipality of certain southern Italian regions, namely (i) Abruzzo, (ii) Molise,
(iii) Campania, (iv) Puglia, (v) Basilicata, (vi) Calabria, (vii) Sardinia, and (vii) Sicily,
provided that the eligible population threshold is limited to municipalities of up to
30,000 inhabitants, as of tax year 2026. Foreign assets covered by the regime are
exempt from the Quadro RW reporting obligation, from I.V.I.E., and from I.V.A.F.E.,
but are subject to Italian inheritance and gift tax.

Eligibility, scope, timing, and compatibility with the underlying facts must all be
assessed before the election is made. A regime that is technically available will
produce poor outcomes where the underlying facts are not aligned with relevant re-
quirements. The choice between the new residents regime and the inbound workers
regime, for example, is rarely a simple comparison of tax rates. It depends on the
composition of the client’s income, on the duration of the planned stay, on the family
situation, and on the location chosen for the move.
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THE FIRST STAGE, AND WHAT COMES NEXT

The opening conversation of a cross-border wealth planning engagement is some-
times described as a preliminary step, a screening before the real work begins. That
characterization understates its importance.

The decisions made in the first conversation often determine the planning trajectory
for years to come. The (i) choice of regime, (ii) timing of the move, (iii) family ar-
rangements, (iv) location of life, and (v) structure of pre-existing assets are interde-
pendent factors that must be considered separately and together. A choice made in
isolation, even a technically defensible one, can foreclose options that would have
been preferable in light of the full picture.

The legal framework that surrounds the move is technical, and it has become more
so since the 2024 reform of the residence rules and the recent changes to the spe-
cial regimes. The decisions, however, remain personal. They involve (a) where life
will be lived, (b) with whom, (c) around which family obligations, and (d) with what
relationship to the country of origin. The role of the practitioner is to make the legal
framework legible to the client, and to listen carefully to the parts of the picture that
are not legal at all.

For advisors working with clients on cross-border relocations, the value of the first
conversation lies in the questions, not the answers. A well-structured first assess-
ment identifies the questions that need to be answered, the trade-offs that need to
be made, and the sequence in which the decisions need to be taken. The answers
will come, and they will come in the right order.

The opening stage is also where the practitioner’s role as a coordinator becomes
most visible. A move to Italy rarely involves a single advisor. The client typically
arrives with a wealth manager, a banker, an accountant in the country of departure,
and sometimes a family office or a trust company that has supported the family for
years. Decisions taken in isolation by any of these advisors can compromise the
planning that the others have built.

The role of the Italian counsel is to connect the dots between the legal architecture
of the move and the work of the other professionals around the client, to make the
Italian framework legible to the foreign advisors and the foreign positions legible
to the Italian framework. The client is part of that dialogue, not its subject. The first
stage is where the team is built and where the dialogue that will run through the later
stages is established.

What follows the residence stage is its own subject. The structuring of pre-existing
assets, the alignment of estate and succession arrangements with Italian forced
heirship rules and with the E.U. Succession Regulation, the design of philanthropic
vehicles, the integration of trusts and corporate structures inherited from the pre-
vious jurisdiction, and the planning for an eventual exit from Italy are substantial
engagements in their own right. Each builds on what the residence stage has es-
tablished. Each will be the subject of a future conversation, and of a future stage of
the same engagement.
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“The questions are
old, the answers are
new each time, and
the order in which

they are asked and
answered separates
a story that holds
together from a story
that falls apart.”

CONCLUSION

Kipling’s six honest serving-men were not, in the end, a journalistic device. They
restated, in plain verse, the same intuition that Quintilian set out in his Institutio
Oratoria eighteen centuries earlier.

A situation that has not been examined through a structured set of questions has
not yet been understood, and a situation that has not been understood should not
yet be acted upon. The first conversation about a cross-border move should focus
on the 5-W’s. The questions are old, the answers are new each time, and the order
in which they are asked and answered separates a story that holds together from a
story that falls apart.

Disclaimer: This article has been prepared for informational purposes only and is not intended to constitute advertising or solicitation and should not
be relied upon, used, or taken as legal advice. Reading these materials does not create an attorney-client relationship.
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