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They could also make a claim to pay in instalments if they believe they would suffered 
undue hardship as a result of having to pay the IHT at once. Seeing as they have 
£124,000 and other assets that can be easily converted to cash such as the quoted shares, 
they are unable to be able to make a claim for this.

The instalment option would split the tax due on the assets it is being claimed on into 10 
equal instalemets. The first payment would be on the usual IHT date i.e 30 November 
2025 and then once a year from this date. There will be interest added to each payment as 
well as extra interest for any late payments. No penalties are charged if payments are late.

See calculation below for estate rate and tax paid by trustees. The executors have a total 
of £255,420 - £53,410 = £202,010 to pay.

The amount of IHT due on the Life interest held by Albert will need to be paid by the 
trustees.

The estate rate is 255,420/1,673,500 x 100 = 15.26%

350,000 x 15.26% = £53,410

Therefore £53,410 is payable by the trustees of the trust in which Albert had a life interest 
in the holiday property.

-------------------------------------------
--------------ANSWER-1-ABOVE---------------
-------------------------------------------
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--------------ANSWER-2-ABOVE---------------
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-------------------------------------------
--------------ANSWER-3-BELOW---------------
-------------------------------------------

Answer-to-Question-_3_

As all of trustees are not resident in the UK this is a non resident trust. As the settlor 
cannot benefit from the trust she will not be subject to any tax on income or gains made 
by the trust.

As there are UK resident beneficiaries, the trust will be taxed on any UK income.

By purchasing a property in the UK with cash from an offshore account, there has been a 
transfer of assets abroad. As the settlor cannot benefit S720 does not apply.

The beneficiary (Daisy) can benefit from the income generated by this property if it is 
rented out and as it is an asset that the trustees have control of as a result of relevant 
transfer of an asset abroad S731 will apply.

This means that the income generated from the property will be taxable on Daisy if any 
distributions are made to her.

All income from UK sources is taxable if there is atleast one UK resident beneficiary so 
this potential income would be taxable on the trust.

If the property is sold then the trust will be subject to CGT on the full gain. This is 
because since 6.4.15 any gains on residential properties in the UK made by overseas 
trusts are subject to CGT. As the property was purchased after this date the whole gain is 
taxable as there is no pre 6.4.15 element.

Part 2 - 

S87 will apply on the capital distribution to Ben. We need to match the capital 
distribution with the capital gains made by the trust. Gains are matched on a Last in first 
out (LIFO) basis.

2017/18 - £3,000 gain c/fwd in pool
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2018/19 - (£12,000) loss but can only offset against same year or future gains

£3,000 gain c/fwd in pool

2019/20 - gain of £3,500 

Offset by loss c/fwd - 12,000 - 3,500 = £8,500 loss c/fwd

£3,000 gain c/fwd in pool

2020/21 - £2,750 gain offest by loss c/fwd

8500 - 2750 = £5,750 loss c/fwd

£3,000 gain c/fwd in pool

2021/22

Loss of (£4,000) - total loss c/fwd = 4000 + 5750 = £9,750

£3,000 gain c/fwd in pool

2022/23

1,200 gain offset against losses = 9750 - 1200 = 8,550 loss carried forward

£3,000 gain c/fwd in pool

2023/24 - Gain = £16,000

16,000 - 8,550 (losses c/fwd) = 7,450

7,450 + 3000 = 10,450 gain c/fwd.

2024/25 - Loss of £12,100 is carried forward

£10,450 gain in pool.
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charges regardless.

-------------------------------------------
--------------ANSWER-3-ABOVE---------------
-------------------------------------------
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The trust created for Jennifer is an 18-25 trust. This is because it is on the death of her 
parent (Simone). This trust will be subject to limited exit charges. There will be no 
principal charges on this trust. There will only be exit charges if any trust assets are 
distributed between Jennifers 18th to 25th birthday. When Jennifer becomes entitled to 
the capital on her 25th birthday, this will give rise to an exit charge.

-------------------------------------------
--------------ANSWER-4-ABOVE---------------
-------------------------------------------
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-------------------------------------------
--------------ANSWER-5-BELOW---------------
-------------------------------------------

Answer-to-Question-_5_

The gift of £100,000 to the MT Trust will be a chargeable lifetime transfer. This means 
that IHT will be immediately payable by Magdalena. She will be able to deduct her 
Annual exempt amount of £3,000 from this as well as £3,000 carried forward from the 
year before as this had no been utilised. The remaining £94,000 will be covered by her 
Nil rate band meaning no IHT has to be paid on this. IHT would've been at a rate of 20% 
had any have been due. As this gift is more than 7 years before death, no IHT is due on 
death as a result of this transfer.

The gift of the factory on 14 October 2018 would be a Potentially exempt transfer (PET). 
As the company was a trading company that she had owned for atleast 10 years, there 
will be 50% Business property relief (BPR) available on the factory used for this 
business. This means that the PET valued at £350,000 will be reduced to £175,000 by the 
BPR. We don't deduct any AEA or NRB from PET'S.

PET'S become chargeable to IHT if the donor passes within 7 years of making the gift. 
The BPR can be taken back on death however, as the factory was still used in the 
company at death this amount remains. The £175,000 become chargeable to IHT on her 
death however, this amount will be covered by the NRB. If there had have been any tax 
due taper relief of 80% would've been available as the death was 6-7 years after the gift 
was made.

11 November 2020 - Gifts to disabled persons trusts are not chargeable lifetime transfers 
and will instead be a PET. The farmland does not qualify for APR as the land land is let 
out for riding stables which disqualifies any APR. The PET of £400,000 therefore 
becomes chargeable to IHT on death at a rate of 40%. There will be some NRB to deduct 
from this. This amount will be £325,000 - £175,000(used on factory) = £150,000 
deduction. The amount subject to IHT on death is therefore £250,000. The reason the 
175,000 used on the factory is deducted from the NRB is because the NRB is reduced by 
any NRB used in the 7 years prior to the gift. The IHT due on this will be tapered by 40% 
as the gift was made 4-5 years before death.

The gift of the shares in Ringme PLC to the Ringme Discretionary trust would've been a 
chargeable lifetime transfer - Magdalena paid any IHT on this. The gift would've qualifed 
for BPR at a rate of 50% due to the fact that she had a controlling holding in a quoted 
company. £500,000 BPR would've been deducted from the transfer. 
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Exit charge = 100,000 x 0.15% = 150

IHT due is £150

-------------------------------------------
--------------ANSWER-5-ABOVE---------------
-------------------------------------------
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-------------------------------------------
--------------ANSWER-6-BELOW---------------
-------------------------------------------

Answer-to-Question-_6_

AIM shares are treated as unquoted shares for IHT purposes. As the loan was secured 
against a UK property (his main residence and he is UK resident) this loan can be 
deducted from the value of his estate for IHT purposes.

Loans to acquire shares in unquoted trading companies are deductible from the value of 
the estate for IHT purposes. Despite gifting the shares to a trust and to his son, the 
amount can still be deducted as the loan is secured against Mandeep's assets and he 
retains the obligation to repay the loan.

The £150,000 loan to purchase property in Canada cannot be deducted from the value of 
his estate. This is because loans taken out to purchase foreign property cannot be 
deducted from the value of his estate. The fact the loan is secured against his stock 
market portfolio is irrelevant.

Part 2 - 

There will be Private Residence Relief available on the sale of the property by the trust. 
This is because a beneficiary who was UK resident occupied the property as their main 
residence for a period in which it was in the trust. The gain will be restricted by - gain x 
period of occupation/period of ownership.

From 6.4.15 the sales of UK residential property is subject to CGT for overseas trusts. 
However, by default only the post 6.4.15 element of the gain is subject to CGT.

This method is called the rebasing method. The trust will only be subject to CGT on the 
proceeds less the market value at 6.4.15.

The trustees could elect to use the retrospective method which charges CGT on the whole 
gain. However, unless the inital base cost was higher than the market value at 6.4.15 then 
this will not be beneficial.

The trustees could elect to use a time apportionment method. This means the total gain is 
divided by ownership post 6.4.15/total ownership period. This may be beneficial due to 
the long time the property has been held in the trust.
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On sale a UK property return will need to be completed within 60 days and any CGT due 
will need to be paid within this time period as well. The gain will also need to be added to 
the trust tax return however, any CGT paid can be deducted so it isn't paid twice.




