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2) Albert's estate is eligible for the resident nil rate band (RNRB) as  his main residence is 
being left to direct lineal descendants (his two daughters).

Albert can also extend his RNRB by 200% for Barbara's unused amount of her RNRB.

However, given the size of his estate being over £2.35M, his RNRB has been fully 
restricted.

3) Pensions are exempt from IHT.

4) ABC Trade Ltd will qualify for 100% business property relief as the shares have been 
held for more than 2 years and ABC Trade Ltd is an unquoted trading company no on 
excepted assets. Therefore £40,000 is fully covered by 100% BPR.

5) Albert has a life interest in the Holiday property in Devon, as this was a transfer on the 
death of a spouse pose 22 March 2006, this is a qualifying interest in possession (QIIP) 
and is held in Albert's estate.

6) There is no s.39 spreading as no BPR property is in the residue.

7)£140,000 is left to a UK registered charity. Baseline of the estate is £1,421,500 
(£1,164,565+£243,705+£13,230), as the charity donation is not more than 10% 
(£142,150) of the total baseline of the estate, the estate can apply to 36% test to the 
individual components to see if the donation is grater than 10% estate.

General component : baseline £1,164,565 x 10% = 116,457, the charity donation is great 
than this therefore 36% lower rate of IHT applies.

Election can be made to combine the general component with the GWROB for lower rate 
of IHT. Baseline of combined componenets £1,177,795, 10% is £117,780 which is still 
less than the charity donation.

Due dates and who is liable:

IHT is due 6 months after the end of month of death, 30 November 2025.

Instalment option is available for payment of IHT on relevant property, this includes IHT 
on the house and Big Investment Ltd as it is unquoted shares with a shareholding of more 
than 10% and value more than £20,000.

Instalments are paid in 10 equal instalments on 30 Novemeber annually.

Instalments are interest bearing. 

























Institution CIOT - CTA
Course / Session Adv Tech IHT Trusts and Estates Exam Mode OPEN LAPTOP + NETWORK
Extegrity Exam4 > 25.5.7.64 Section All  Page 17  of 23

__________________________________________________________________________________________

then be subject to an exit charge on the distribution of capital at at 25 years old. The 
actual rate will be apportioned for the number of completed quarters between Jennifer 
turning 18 and ditribution at 24 years ild.

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

Answer-to-Question-_5_

How inheritance tax (IHT) arising in respect of each of the gifts made by Magdalena 
in her lifetime and one her death will be calculated:

14 December 2011

In life

Gift of £100,000 cash on trust for her nieces and nephews is a chargeable lifetime transfer 
(CLT). 

The gift value can be reduced by the available IHT annual exemption for the current tax 
year and the previous tax year if unused, totaling £6,000 (2 x £3,000). 

Therefore the chargeable lifetime transfer was £94,000. This would have been covered by 
Magdalena's nil rate band (NRB) on £325,000 and would not have been chargeable to 
lifetime IHT.

On death

As this CLT was made over 7 years before Magdalena died in June 2025 the CLT has 
fallen out of her estate and is not subject to IHT on death.

14 October 2018

in life

Gift of the factory to Titley Factory Settlement discretionary trust is again a CLT. 

As the factory was used in trading company which has been 100% owned and operated 
for more than 2 years, business property relief (BPR) will apply. This is at a rate of 50% 
as the factory was used in Magdalena's company.

This remaining 50% value of the CLT can be reduced further by two available annual 
exemptions bring the CLT to £169,000. 

THis CLT would also be covered by Magdalena's NRB in lifetime and would not be 
subject to lifetime IHT.
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on death

On death, 6 years have passed since this CLT was made, therefore it has not fallen out of 
the estate and will be subject to IHT on death.

Since the factory was still used by the company at her death and the trustees still hold on 
to it, no BPR will be withdrawn on death.

This CLT on death will be covered by Magdalena's NRB on death and will not be 
chargeable to IHT.

11 November 2020

In life

Transfer of farmland in to a disables persons trust is a potentially exempt transfer (PET), 
this is not subject to lifetime tax and if only subject to IHT if the donor dies within 7 
years of the gift.

The PET in lifetime is covered entirely for 100% agricultural property relief (APR) on the 
agricultural value of the land. In this case the market value is the agricultural value so it is 
entirely covered.

APR is available because the land has been used for the purposes of agriculture in 
Magdalena's farming business for over 2 years which is the required ownership period.

On death

At death, the land has been let by the trustees to the local riding stables, as the land is no 
longer used for the purpose of agriculture and the trustees have not let the land for 7 years 
being the required ownership period for let land, the 100% APR will be withdrawn on 
death of MAgdalena.

The total value being £400,000 of the original PET is not chargeable to IHT. This can be 
reduced by 2 times the annual exemption for the tax years 2020/21 and 2019/20. 

The revised PET will then use up the remaining NRB which has been reduced for the 
failed CLT made in October 2018, leaving a balance subject to IHT at 40%.

This IHT liability can be reduced by taper relief at 40% as 4 years have passed since the 
original PET was made.
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10 May 2022

In life

Gift of quoted shares in RingMe plc to the discretionary trust is a CLT. This can be 
reduced 50% BPR and 2 avaiable annual exemptions for tax years 2021/22 and 2022/23. 

50% BPR is available on the CLT as Magdalena holds a controlling shareholding in the 
quoted shares and has done for over 2 years.

The CLT is then reduced by the remaining NRB having been reduced for CLT in October 
2018. 

The remaining balance is subject to IHT at 20/80 as the donor Magdalena agreed to pay 
the IHT arising.

On Death

The CLT and IHT paid will remaining on the clock for cumulation purposes.

On death the gross chargeable transfer will be increased as the 50% BPR is withdrawn 
because a binding sale agreement was in place at death. 

The revised CLT will then be subect to IHT at 40% and be able to apply taper relief at 
20% as the CLT was made within 3/4 years before death.

19 June 2023

In life

Gift to the trust is a CLT, this will be covered entirely by 100% BPR as the shares are in 
an unquoted trading company which has been held for more than 2 years, has no binding 
contract of sale and no investment assets.

No IHT will be due in lifetime.

On death 

Even though the nature of the business has change in the VEganize ltd shares and the 
company is no longer trading, BPR is withdrawn as the shares are still held by the 
trustees on death.
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-------------------------------------------
--------------ANSWER-6-BELOW---------------
-------------------------------------------

Answer-to-Question-_6_

Whether a deduction is available in Mandeep's estate:

As Mandeep is Canadian domicile, he will be subject to IHT on his UK situs assets only.

1) The bank borrowing of £250,000 can be deducted from the value of his AIM shares 
therefore reducing the business property releif available on the shares as the shares are 
AIM listed and have been held for more than 2 years. 

2) No deduction is avaiable as it is secured against his share portfolio which have been 
given away. The loan is not allowable agains the sahres in Te

3) No deduction is available on to help purchase the property in Canada as this property is 
excluded property in the death estate as it is in UK situs. Therefore, no deduction is 
avialable for the £150,000 bank borrowing.

Explain CGT treatment of the disposal of the property by the trust:

The trust was created by Mandeep while he was non-domiciled in the UK and before be 
became deemed domicile as a long term resident therefore the trust assets are excluded 
property.

From 5 April 2015, foreign trusts holding UK residential property are subject to capital 
gains tax on the sale proceeds.

The capital gain are be calculated using the default method or taxing the whole gain, the 
default method is preferred:

This method takes the sales proceeds less the value of the property at 5 April 2019. 

The gain can be reduced by the trustees annual exemption allowance of £1,500 and by 
private residence relief (PRR) as Sharon the beneficiary has lived in the property from 
November 2023.

PRR will only be available for the percentage time Sharon occupied the property from 
November 2023 to October 2025. The time the property was not occupied from 6 April 
2015 to Novemeber 2023 will be chargable to CGT.
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The chargeable gain is subject to capital gains tax at 24%.

As the trustees are non-resident as NRCG form needs to be filed by the trustees and the 
CGT paid by 60 days from completion 6 December 2025. 




