
 

 

 

 

 

 

 

 

 

 

 

 

 

What reliefs are there?  

From 6 April 2017, there will be a new ‘main residence transferable nil-rate band’, which 

is the family home allowance. This will apply when a main residence is passed on to a 

direct descendant. This new main residence transferable nil-rate band will work 

alongside the existing IHT nil-rate band which is currently £325,000. It will operate in 

the same way as the current nil-rate band, any unused main residence transferable nil-

rate band will be transferred to a surviving spouse or registered civil partner. A property 

not used as a residence of the deceased, such as a buy-to-let property, will not qualify 

but second homes would.  

The allowance will initially be set at £100,000 in 2017/18, increasing to £125,000 in 

2018/19, £150,000 in 2019/20 and up to £175,000 in 2020/21; thereafter it will 

increase each year in line with inflation. If a person was to inherit from their spouse, 

then it is possible therefore that by 2020/21, this individual will have their own nil-rate 

band of £325,000 as well as a main residence transferable nil-rate band of £175,000 in 

respect of their main residence, plus a nil-rate band of £325,000 inherited from their 

spouse and a main residence transferable nil-rate band of £175,000 inherited from their 

spouse. This is how the government achieves its much advertised total of £1 million.  

Anyone planning IHT should remember that the current nil-rate band of £325,000 is set 

to remain until 2020/21. There is also going to be a tapered withdrawal of the main 

residence transferable nil-rate band for estates worth more than £2 million. The 

proposed changes Inheritance tax is very emotive, many see it as a tax being taken on 

tax already paid. The current rate of IHT payable is 40% on property, money and 

possessions above the nil-rate band. The rate may be reduced to 36% if 10% or more of 

the estate is left to charity. It’s vitally important to ensure that your affairs are 

structured in the most tax-efficient way possible.  

Here are 7 areas to consider.  

Lifetime Gifts 

Lifetime gifts to individuals are Potentially Exempt Transfers (PETs) and fall outside the 

clutches of IHT, provided those making the gift survive at least seven years from the 

date of the gift. 

Trusts 
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You can transfer some of your wealth to a family member but still remain in control; 

Trusts can sometimes help you to eliminate unnecessary tax charges, enabling the 

maximum possible part of your family’s wealth to be preserved. 

Wills 

Ensure you have an up-to-date Will in place, so as to leave your family with the 

maximum assets and at the least tax cost.  

Gifts 

 

 

Making gifts, especially those to charities can be highly effective in potentially reducing 

an IHT charge on death. 

Business and Corporate structures 

If you own a business, consider the structure of your business when planning your 

affairs. Changing the structure of a business can have significant tax implications. 

Exemptions 

The management, for IHT purposes, is more positive for some assets than others. 

Business assets and shares in unquoted companies, works of art and agricultural land, 

for instance, all benefit from special concessions which may help in passing on your 

estate with less IHT to pay.  

Tax after death 

 Without careful financial planning, HM Revenue & Customs could become the largest 

beneficiary of your estate following your death, this is the single main reason why you 

should obtain professional financial advice to ensure your needs are fully considered.  

Many people can avoid paying inheritance tax by good early planning. Inheritance Tax (IHT) 

is payable by those who, for the most part, could have avoided paying it on all of their 

estate. With good financial advice you can ensure your estate will go to your loved ones with 

the minimum amount of IHT payable to the government. Speak to McPhersons tax 

department for more information. 01424 730000 or email info@mcphersons.co.uk. 
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