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Welcome to Bulletin 84 | November 2017
In this issue we focus on:
l Legacy Planning and Taxation
l Residence Nil-Rate Band

This month’s bulletin is written in advance of the Chancellor’s Budget presentation on the 22nd. I’ve therefore 
chosen to stay on the firm ground of existing legislation introduced earlier this year. Budget comments will be the 
focus of next month’s article.

Legacy Planning and Taxation
The IHT free ‘inheritability’ of a deceased member’s undrawn SSAS account, stands in stark contrast to the 
40% IHT bill upon chargeable personal assets in excess of the IHT Nil Rate Band. And it’s this huge difference 
in the amount – and the nature of potentially inheritable wealth that’s caused many to look afresh at their asset 
structures and their desired legacy planning.

The £325,000 IHT Nil Rate Band has remained unchanged for over 8 years – and what’s more, is set to remain 
unchanged until at least April 2021.

You may wonder how this can be, when you recall David Cameron’s 2015 Summer Budget pledge that “No family 
with an estate of less than £1 million should have to pay Inheritance Tax”! Fine words, you may think – but what’s 
happened? 

Residence Nil-Rate Band
A simple way of meeting the government’s commitment of £1 million, IHT free, would have been to increase the 
Nil Rate Band from £325,000 to £500,000 and double this up by using the provisions of the transferable Nil Rate 
Band upon first death. But this didn’t happen – it was just too simple. What did happen was the introduction of a 
new “Residence Nil Rate Band (RNRB)*, to run alongside the established Nil Rate Band, and so increase the IHT 
free element of a residential property inclusive estate.

The new RNRB, which came into effect on 6th April 2017, is set at £100,000 for 2017/18, increasing each tax 
year by £25,000 until it reaches a maximum of £175,000 for 2020/21. Therefore, given the right circumstances, a 
married couple (or those in a Civil Partnership) may, in 3 years’ time, be able to leave a combined estate of up to 
£1 million to their family upon second death - provided all necessary conditions are met! 

There are of course conditions aplenty – but I’ll limit this summary to the primary requirements:

l Descendants

To qualify for RNRB, the property passing within the estate must be “closely inherited”. This means that the
property must be passed either to children or grandchildren (including step-children, adopted children and
those under guardianship of the 1989 Childrens Act) or to the widow/widower of a ‘lineal descendant’ who
has neither remarried, nor entered into a civil partnership at the time of the donor’s death. Qualifying Direct
Descendants excludes nephews, nieces, siblings and other relatives who fall outside the listed descendant
categories listed above.
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l Qualifying Residential Interest

RNRB applies only to those who have - or had (see below) ownership/part ownership of a property that was 
their personal residence at the time of their death. Other properties (investment or ‘buy-to-let’ residences) won’t 
qualify – however, where the deceased owned and occupied two homes, then the personal representatives can 
nominate which property will utilise RNRB.

Where ‘equity release’ has been used, then only the net value of the property will qualify for RNRB.

l Larger Estates

A ‘Taper Threshold’ is imposed if the estate, on second death (of a couple), is in excess of £2 million.

In determining whether the £2 million taper threshold is breached, all other reliefs and exemptions (including 
Business Property Relief and Agricultural Relief) must be ignored. Where the resultant assessable gross estate 
amounts to in excess of £2 million, the RNRB that may be applied is reduced by £1 for every £2 the estate is 
over the £2 million threshold. 

This progressive withdrawal of RNRB means that for 2017/18, any estate valued at in excess of £2.2 million 
(ignoring BPR and AR) will have nothing to gain from claiming RNRB in this current tax year.

l Low Value Homes

Where the home inherited by lineal descendants is less than the RNRB additional allowance, then the RNRB 
allowance is limited to the property value. Any unused RNRB cannot be set against any other assets within the 
assessable estate.

l Downsizing

Downsizing is recognised – providing house sale or new property purchase took place after 8th July 2015. 
Complexities arise here but what’s classified as ‘downsizing addition’ may be available should the earlier 
property have qualified for RNRB and that some element of the estate is left to direct descendants.

These new provisions will, I assume, be immune from Budget announcements – but check ‘em out!

* http://www.gov.uk/guidance/inheritance-tax-residence-nil-rate-band
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