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1. Overview 

1.1 We are pleased to be able to respond to the Office of Tax Simplification’s Call for Evidence on 

Inheritance Tax (IHT).  We are writing as a firm of professional advisers with a focus on private 

clients: we provide IHT and more general succession planning and compliance for a wide range of 

clients from across various sectors.  

1.2 Section 2 below sets out some general considerations, and section 3 covers the specific questions 

raised in the Call for Evidence. We would be happy to engage further on any of the issues raised: 

if you have any questions or would like further information on our responses, please contact: 

Robert Langston, National Tax Partner, on 0207 841 4129 or email robert.langston@saffery.com 

or Alison Hobbs, Senior Manager, National Tax, on 0207 841 4016 or email 

alison.hobbs@saffery.com . 

2. General considerations 

2.1 The OTS review of IHT covers both the legislative framework underpinning the tax and the 

administrative process by which the tax is collected, and through which taxpayers and HMRC 

interact.   

2.2 The IHT legislation itself can be extremely complex.  However, much of that is what might be 

termed ‘well-understood complexity’ – that is, an area where case law and guidance have 

developed to such an extent that the legislation is clear to apply in practice.  Any changes in these 

areas could, therefore have the effect of introducing additional uncertainty – and therefore 

complexity – rather than leading to genuine simplification.  One example of this is the position of 

farmhouses under APR (see section 3.14.7 below). 

2.3 In addition, we believe that it is important to understand the current legislation in its widest 

possible context when considering any simplification measures – even where they might, on the 

face of it, appear relatively straightforward, or where the current rules might be said to have a 

distortionary impact.  Changes will not deliver genuine simplification where they create 

unintended consequences, either in terms of the tax impact or more widely, or where they 

replace one potentially distortionary effect with another.   

2.4 In order to avoid possible unintended consequences, this means looking well beyond just 

consideration of the tax issues.  As outlined below, changes to both BPR and APR could have the 

potential to make structural changes to the form of and policy intent behind the reliefs 

themselves.  More than that, though, our experience suggests that they could also have a direct 

impact in areas such as agricultural tenancies and the rural housing market.  Any such potential 

impacts should be taken into account at an early stage in the consideration of any simplification, 

as should the existence of wider policy uncertainties (such as what the post-Brexit agricultural 

landscape will look like). 

2.5 It is also necessary to understand the framework of personal, business and family concerns in 

which IHT-related decisions are taken, and which mean that in many cases clients will not choose 

the most IHT-efficient solution. Where these wider considerations prevail, simplification measures 

might have little impact in practice. We would be happy to engage further with the OTS in these 

areas if it would be useful. 

2.6 In our view there are, however, significant changes which could be made to the administration of 

the current system which would improve taxpayers’ (and in particular, unrepresented taxpayers’) 
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ability to engage with inheritance tax and reach a quick and easy conclusion.  This is an area 

where change could deliver real benefits both to professional advisers engaging with HMRC on 

IHT issues on a regular basis and to those individuals who only interact with the system on the 

death of a family member.   We would, therefore, suggest that this should be seen as the priority 

for any reform.  Our suggestions are outlined below, and again we would be happy to have more 

detailed discussions with the OTS if this would be of help. 

3. Specific questions 

3.1 Question 1: If you have completed an IHT form, please state which form(s) you completed and 

whether you completed them in your professional or individual capacity. Please describe any 

problems you had in navigating the form(s) and provide any suggestions you have on how the 

forms or related guidance could usefully be simplified, made clearer or made easier to complete. 

3.1.1 In our professional capacity, we regularly complete IHT forms, and have a number of suggestions 

as to how the current processes could be simplified. 

3.1.2 Firstly, we believe that there would be a significant benefit to digitising IHT, with the proviso that 

the existing forms are given a proper overhaul as part of the process.  We can see considerable 

benefits, not least in terms of time saved, from digital reporting for IHT.  A well-designed online 

system would also allow streamlined reporting for simpler estates/those estates where there is 

no IHT liability, making it easier for unrepresented taxpayers to engage with the system. 

3.1.3 We do, however, appreciate that digitisation of IHT is likely to come some way down HMRC’s 

digital agenda.  Indeed, one outcome of their recent reprioritisation exercise was to halt work on 

the digitisation of the IHT payment system.  In the interim, there are other changes that could be 

made to make the existing system more user friendly.  These are considered below. 

3.1.4 Substantial improvements could, in our opinion, be made to the existing IHT forms, which are 

often complex and clunky to use.  This might best be done by working systematically through the 

forms, seeking input from those experienced in using them for a variety of clients, to highlight 

current areas of difficulty.  We would be happy to take part in such an exercise if this suggestion is 

taken forward. 

3.1.5 Whilst we have not attempted to compile an exhaustive list, difficulties that we have encountered 

in practice include:  

• The existing forms do not work well for trusts, particularly following the Finance Act 2006 

changes.  For example, there is no clear mechanism to report that a trust became a 

relevant property trust following those changes.   

• It can be difficult to follow the references between (for example) form IHT100 and its 

supporting worksheet.  In addition, as totals do not auto-sum within the forms, and 

numbers are not pulled through from one place to another, it is easy to make basic 

errors when re-inputting data.  It might be better to incorporate the worksheets into the 

main form – or alternatively simplify the form so that it more resembles the Capital Gains 

Tax pages (ie a limited number of straightforward boxes, with an attached computation). 

• Some boxes on form IHT100 do not currently link to the correct guidance, making it more 

difficult for those unused to IHT/the forms to navigate. 

3.1.6 In addition to improving the forms themselves, the accompanying guidance would also benefit 

from an overhaul.  In our experience, guidance is not updated quickly enough for changes to the 
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legislation (an example being guidance on the value attributable to UK residential property owned 

by offshore trusts) and the linking between the guidance and the IHT forms themselves could be 

improved. 

3.1.7 Finally, we often experience long delays in IHT forms being processed once they are submitted to 

HMRC.  A faster turnaround time – whether this results from increased resourcing or a more 

efficient, online, system – would make a real difference to the usability of the IHT system for both 

advisers and unrepresented taxpayers. 

3.2 Question 2: In general, the deadline for payment of IHT is 6 months after death, whilst the 

deadline for submitting the relevant IHT form is 12 months after death. Please describe any 

problems or issues that arise because of this. 

3.2.1 In our experience, 6 months is not long enough to deal with the issues arising in more complex 

estates – such as those where valuations are needed, or where complex trust structures are in 

place - meaning that either tax is paid late or an incorrect amount is paid, with the need to make 

later adjustments.   We would prefer to see a single aligned filing and payment date at 12 months. 

3.3 Question 3: Probate: Does this process create practical difficulties? Bearing in mind the benefit of 

this mechanism, what could be done to address any such difficulties? To what extent does the 

instalment payment option where the IHT is attributable to certain assets in instalments help 

mitigate any issues?  

3.3.1 The existing process does not tend to create issues where the estate includes sufficient cash to 

settle the tax liabilities.  Issues do, however, arise, where an estate is asset rich but cash poor, and 

assets need to be sold to meet the IHT liability.  In our experience, it is often unlikely that assets 

can be sold within the 6 month timeframe for payment of tax. 

3.3.2 In these circumstances, the instalment payment option can be a significant help, as it can give 

time for assets to be sold (or for alternative funding to be found to enable an asset to be 

retained).   

3.3.3 There are, however, other options which could also be considered to address the difficulties.  

These might include allowing up to half of the assets in an estate to be paid out before the IHT is 

settled (leaving sufficient assets to cover any IHT charge), or a fixed-term deferral of the IHT 

liability – for a period of, say, 2 years – to allow the sale of a particular asset. 

3.4 Question 4: Are there any disproportionate administrative or compliance burdens in establishing 

whether the value of the estate is below the NRB, or where the spouse exemption applies? How 

could these be reduced?  

3.4.1 Digitisation of the IHT system would be beneficial here, as it would allow the compliance process 

to be sped up in these situations. 

3.5 Question 5: Could the guidance on www.gov.uk be improved to support people handling estates 

on which no IHT will be paid? If so, how?  

3.5.1 No comment. 

3.6 Question 6: Are there other steps that government could take to raise awareness of the NRB to 

reduce anxiety around liability to IHT for people who don’t have to pay it?  
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3.6.1 We would agree that IHT can be a cause of anxiety even for those taxpayers with estates well 

below the current NRB.  Clear messaging and guidance around the NRB (and the additional 

residence nil rate band) would be beneficial here, although the complexity of the rules around the 

RNRB might make this complex in practice.   

3.7 Question 7: What, if anything, could be done to help executors administer an estate and fulfil 

their obligations?  

3.7.1 As noted in the call for evidence, individuals do not always keep good records during their 

lifetime, and this can create difficulties on death.  It might, therefore, be worth considering 

measures to encourage better recording/reporting, particularly around lifetime gifts.  A recording 

mechanism could, for example, be included in the online Personal Tax Account, which would 

allow for taxpayers to be prompted to consider IHT as part of more regular engagement with their 

tax affairs generally.  Such a mechanism could also help to reduce anxiety around IHT as 

mentioned in Question 6: by actively engaging with the tax (and seeing, in the majority of cases, 

that there will be no liability), individuals might be reassured as to the impact IHT is likely to have 

on them. 

3.8 Question 8: Have you been required to obtain a valuation of assets for the purposes of completing 

an IHT form? Was there any difficulty in doing so? Was the cost of the valuation commensurate 

with any IHT payable? What could be done to simplify this process?  

3.8.1 The biggest issue with valuations tends to be the timeframe: as set out at 3.2 above, it is often 

difficult to obtain a valuation within the 6 month timeframe for payment of IHT.   

3.8.2 In addition, valuations for some assets – particularly chattels – can often be subjective, leading to 

queries from HMRC and an extended timeframe for finalising the IHT position. 

3.9 Question 9: Are there any aspects of the interaction between the thresholds and exemptions 

relating to lifetime gifts that you find especially distortive or complex to understand and apply? 

Please provide examples.  

3.9.1 The sheer number of exemptions and thresholds in the current system creates complexity.  As 

advisers, we will outline the potential exemptions to clients, but in our experience clients will not 

then always make best use of them (or keep adequate records where they do).  We suspect that 

those individuals without professional advisers would find the system even more confusing, and 

as a consequence might not benefit from reliefs to which they are entitled. 

3.9.2 Some of the difficulties which we have encountered in practice include: 

• Individuals making gifts of amounts up to the NRB during lifetime often do not 

appreciate that this will mean that there is no NRB for their estate if they die within 7 

years  

• Ensuring that, where a lifetime gift is covered by BPR, it is retained by the donee for 7 

years (or until the death of the donor if sooner) 

• The 14-year clock for chargeable lifetime transfers can create substantial complexity.  

Even where individuals are aware of the general 7-year rule they can often assume that 

this is all that needs to be considered, and miss the potential implications of the 14-year 

clock. 
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3.10 Question 10: How, if at all, should these rules be simplified? What could be done to improve 

public understanding of the rules? Have you found that the joint liability of the estate and the 

person receiving the gift can cause problems for executors or HMRC?  

and 

Question 11: How, if at all, could the monetary thresholds and the various lifetime exemptions be 

simplified? 

3.10.1 The complexity of the current system means that it is difficult to give a straightforward answer on 

the best route to simplification.  In our view, this is an area that would benefit from further 

detailed consideration to ensure that any suggestions do not have unintended consequences, or 

create further complex interactions with other areas of the IHT code. 

3.10.2 One relatively straightforward simplification might be the removal of the 14-year clock, so that 

there is a single 7-year look back from the date of death. 

3.10.3 As with our suggestions above, providing an improved lifetime reporting mechanism, with links to 

clear guidance, could help reduce uncertainty, either as a standalone measure or alongside wider 

simplification of the current exemptions. 

3.11 Question 12: How, if at all, does the IHT framework, including the related tax considerations set 

out above, make business decisions challenging?  

3.11.1 IHT, along with other business-related taxes, is something which our clients will take into account 

when making business decisions.  It can be true to say that some decisions will be influenced by 

IHT considerations: all things being equal, a client is likely to choose a structure which will 

potentially qualify for BPR over one that does not.   

3.11.2 However, in reality, the picture is often more complex than this would suggest.  The main concern 

for those carrying on a business is commerciality: IHT efficiency is not a primary driver.  In 

addition, as the call for evidence notes, there are other tax consequences that need to be 

factored in.   

3.11.3 In addition, wider considerations will play a part when considering business succession planning.  

For example, an individual may be concerned with how to protect the business from the effects of 

(for instance) family breakdown, or how to ensure that the right members of the next generation 

can take on part of the business at the right time (and with the current owners ceding a level of 

control that they are comfortable with).  IHT, and other tax, considerations form only a part of 

this puzzle.   

3.11.4 One good example here is that of heritable rights under Scottish law.  Taxpayers will often keep 

business land and property outside a family partnership to avoid it becoming part of the 

‘moveable estate’ on death, despite the fact that this this reduces the BPR available from 100% to 

50%.  

3.11.5 This combination of personal, family and commercial drivers, tends, in our experience, to create 

inherent complexity: there is no single clear route to simplifying the tax rules which would make 

the underlying business decisions more straightforward. 

3.12 Question 13: Do the different requirements for trading across BPR, CGT gift relief and 

entrepreneurs’ relief cause complexity and, if so, how could this be addressed? Are there any 
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other inconsistent definitions or approaches either within IHT, or across IHT and CGT and if so, 

does this cause complexity? Do you have any other suggestions as to how to remove complexity 

around the interaction between CGT and IHT?  

3.12.1 Our experience is that clients (with our help) do not have particular difficulty with the difference 

in definitions.  This is helped by the fact that different reliefs have different purposes:  in broad 

terms the aim of BPR (and APR) is to allow a business to be passed on to the next generation 

without the imposition of an IHT charge which could threaten business viability: in contrast ER is a 

relief designed to encourage entrepreneurship and is focused on lifetime disposals. 

3.12.2 Bearing these different purposes in mind, any move to align the definitions across the various 

reliefs would go beyond being a pure simplification measure, and instead have a fundamental 

structural impact on the nature of the reliefs themselves (that is, would mean a fundamental 

change in tax policy). 

3.12.3 In addition, an alignment of the definitions (for example, to the higher “substantially” test), would 

not amount to simplification but would, in our view, have the opposite effect.  The uncertainties 

as to what assets are part of the ‘business’ for this purpose, and whether they are trading or 

investment (eg holiday cottages or self-storage) would be exacerbated rather than reduced.   

3.12.4 In a rural context (and to return to our general point on the need to fully evaluate the potential 

consequences of any change), with businesses already concerned about the removal of the 

current farm support system, and operating on relatively low margins, a definition change away 

from “wholly or mainly” is more likely to restrict investment and necessary diversification with 

knock-on implications for know-how transfer and employment.  Furthermore, some diversified 

estates or farming businesses might react to such a change by selling off rented cottages, in order 

to keep the business as a whole within the terms of the relief.  Such sales would in turn mean that 

properties are no longer available to let for rent in local communities, putting greater pressure on 

local authority housing stock and, for cottages bought as second homes, on the overall supply of 

houses.  

3.13 Question 14: The availability of BPR is not generally dependent on the size of a person’s interest in 

a business or holding it for any period after death. Does this feature of BPR add to or reduce 

complexity?  

3.13.1 In our opinion this reduces complexity.  Any requirement for an interest to be held for a fixed 

period after death would create additional record-keeping and reporting requirements and 

potentially extend the point at which the IHT liability on death is finalised. 

3.14 Question 15: How, if at all, does the IHT framework, including related tax considerations set out 

above, make business decisions challenging? Does it affect or distort decisions? 

and 

Question 16: Could the criteria for being a farmhouse or the process of determining the 

agricultural value of the farmhouse be simplified? If so, how? 

3.14.1 Our general comments on BPR (see section 12 above) are also applicable here. 

3.14.2 In our experience, the wider (personal and business) complexities noted above can be particularly 

apparent in farming businesses.  For many, farming is a way of life: the majority of farming 
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businesses are multi-generational, and it is common for the older generation to gradually wind 

down their faming activities rather than retire at a defined point in time.   

3.14.3 The availability of both APR and BPR for farming businesses provides a key relief to enable the 

transfer of the business between generations.  Without these reliefs, farming businesses would be 

subject to an IHT charge which could have a real impact on business viability.  Many farming 

businesses are both asset rich and cash poor, and operate on relatively low margins (see our 

points on diversification below).  We believe, therefore, that there is a continued need for an 

effective relief (or set of reliefs) for farming and rural businesses. 

3.14.4 In our experience, however, the current rules do not always work well in the context of modern 

farming businesses.  Many farming businesses are now diversified and (for example) generate 

property income from holiday lets and income from renewables alongside more ‘traditional’ 

farming activity.  In our experience, this diversification is undertaken to ensure the ongoing 

overall viability of the farming business, and (notwithstanding that the tax system separates out 

different income streams), our clients tend to see themselves as carrying on a single business.   

3.14.5 The mismatch between the framing of the current rules and the reality of modern farming 

practices means that it is increasingly likely that the availability (or not) of reliefs might have a 

distortionary effect.  We would support further work to identify where changes could be made to 

ensure that effective relief continues to be available to those carrying on genuine farming 

businesses, particularly in the context of the (as yet unknown) post-Brexit agricultural landscape.  

It would, however, be best to defer such work until post-Brexit agricultural policy has had a 

chance to bed in, so that an accurate assessment can be made of whether the IHT reliefs are 

continuing to offer the necessary support. 

3.14.6 We would again sound a cautionary note around considering any changes to particular aspects of 

the current rules without careful evaluation, even where they might seem to simplify or equalise 

the tax treatment.  For example, when considering the current rules on the availability of APR for 

tenanted land, we believe that it is necessary both to understand the wider policy context and to 

consider the possibility that change to the tax rules might drive behavioural change on the 

ground.  The wider policy intent here is to encourage tenancies: any changes to the tax 

framework should, therefore, genuinely support this. We are aware that recent changes to the 

legal structure of land holdings in Scotland have had a real impact on the availability of new 

agricultural tenancies, and it is possible that any changes to IHT relief could have a similar, 

unwanted, effect.   

3.14.7 The rules around farmhouses are a good example of the general point we raise in Section 2 above 

on what we have termed ‘well-understood complexity’.  The existing body of case law dealing 

with the availability of APR on farmhouses provides a relatively clear set of parameters to 

determine whether or not a particular farmhouse is ‘of a character appropriate’ to the agricultural 

property and has been ‘occupied for the purposes of agriculture’.  We do not generally find, 

therefore, that the existing rules give rise to significant complexity and uncertainty in practice, but 

are effective in achieving the policy intention of providing relief for those farmhouses which form 

a genuine part of a working farming business (as distinct from lifestyle occupation of rural 

property).  By contrast, any measures intended to simplify the position could have the inadvertent 

consequence of increasing complexity by removing the existing case law framework.   

3.14.8 We would also note that qualifying farmhouses benefit from relief from the Annual Tax on 

Enveloped Dwellings (ATED) charge: the OTS might also wish to look at work done within HMRC  
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as part of the development of ATED to more fully inform the picture on the tax treatment of 

farmhouses. 

3.14.9 We have considerable experience in advising farming and rural businesses across the UK and 

would be happy to engage further with the OTS to help identify the key factors which need to be 

taken into account when considering any potential simplification in this area.   

3.15 Question 17: What, if any, complexities arise from the fact that BPR and APR overlap, at least in 

part? Are there discrepancies in the way that they operate? Would it help if APR was replaced by 

BPR or if the two were merged? 

3.15.1 In our experience, complexities arise not because the two reliefs overlap but because of the way 

in which the overlap works in practice – that is, the fact that BPR is applied to the amount over 

the agricultural value of the land in question.  This can give rise to an unexpected IHT charge 

where APR is only available at 50% on the agricultural value of land, whilst 100% of the ‘hope 

value’ is covered by BPR. 

3.15.2 This anomaly – together with the need to identify an agricultural value which will benefit from 

APR even where both APR and BPR would be available at 100% - could be removed by changing 

the order of set-off so that BPR is considered ahead of APR.  Where an asset qualifies for BPR, 

there would be no need to consider APR at all; where it did not, APR might still be available on the 

agricultural value of the property. 

3.16 Question 18: How well do you think the charitable exemption and the lower rate of tax on death 

is understood by advisers or the public? Please tell us about any areas of complexity in the 

application of this rate, or the charitable exemption, along with any suggested improvements. 

3.16.1 In our experience this is not a well-understood area. 

3.17 Question 19: Please tell us about any other areas of complexity in applying any IHT rules, reliefs or 

thresholds not already mentioned in your response, along with any suggested improvements. You 

may, for example, wish to comment on the residence nil rate band, the IHT treatment of trusts, 

the IHT treatment of personal pensions and life insurance products, or the conditional exemption 

for certain works of art or heritage assets.  

And 

Question 20: Do you think that the IHT system should be reformed more widely to simplify it? If 

so, how? Should some IHT exemptions be removed to fund a lower or graduated rate or a higher 

NRB? If so, which ones? Are there any useful lessons that could be learned from other countries? 

If so what, and from which countries? 

3.17.1 Many of the IHT rules are complex to apply and for non-specialists to understand, and there are 

areas which would benefit from review and simplification. 

3.17.2 For example, the rules around the Residence Nil Rate Band (RNRB) – and particularly those 

dealing with the downsizing relief - are extremely complicated.  Simplification of these might not 

be straightforward, however, as they are, to a large extent, driven by the policy decision to create 

a specific relief available in particular circumstances rather than to generally uprate the main NRB. 

3.17.3 Another example is the current IHT rules for trusts, which are complex and which can (even after 

professional advice) be difficult for clients to understand.  We are aware that the government is 
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planning to publish a consultation on the taxation of trusts, which may cover proposed changes in 

this area: pending that, we have not considered options for simplification of the underlying 

legislation further, but it might be an area for future work.   

3.17.4 Among the provisions aimed at preserving and showing the national heritage are conditional 

exemption from capital taxes, heritage maintenance funds for historic buildings etc, payment of 

IHT in kind (“acceptance in lieu”) and the Cultural Gifts Scheme.    We believe that it would be 

possible to make some changes here to improve the working of the reliefs in practice – for 

example:  

• In order to remove an anomaly which has no —self-evident — justification, extend the 

provisions of Schedule 2 IHTA 1984 (which substitutes a lower rate of tax for that which 

would otherwise apply) to claims for Estate Duty and for IHT in relation to exemptions 

prior to 7 April 1976. 

• In the case of objects historically associated with an outstanding building (the purpose of 

which is to help the visitor have a greater historical appreciation of the outstanding 

building itself) either remove the gloss applied in practice (which qualifies eligibility) or 

impose a rule that the object must have been in situ for not less than 10 years. 

• Acceptance in lieu relies on an application from a person liable to pay IHT.  This can work 

against the important work which is specifically bequeathed as the beneficiary normally 

would not be so liable.  This can lead to the need for re-direction, and time spent.  Hence 

remove the qualification of liability, and permit an offer in lieu of IHT to be made at any 

time during the administration of an estate with commensurate repayment of IHT 

already paid. 

• The Cultural Gift scheme is the poor relation, as regards other taxes, of acceptance in lieu 

as regards IHT and Estate Duty.  It would add simplicity, as well as encouraging 

acquisitions, instead to extend acceptance in lieu to other taxes. 

• Heritage maintenance funds are a creature of IHT.  Consistently with comments 

elsewhere in the Call for Evidence regarding other relevant taxes, may we say that we 

are aware that lack of relief from CGT and Income Tax significantly dampens enthusiasm 

for these funds.  This could be countered by allowing holdover or exemption of gains 

arising within the fund, except where capital is applied for a non-heritage purpose, and 

by reducing the rate of Income Tax to no more than 20%. 

3.17.5 Again, we would be happy to discuss this area further with the OTS if it would be of interest. 

4. About Saffery Champness 

4.1 Saffery Champness is the 12th largest UK accountancy firm by fee income. We presently have 

more than 70 UK partners and over 550 staff in nine offices in the UK and further offices in 

Guernsey, Geneva and Zurich.  

4.2 We are a firm with a deliberate focus; we do not try to be all things to all people. Instead we 

choose to specialise in specific sectors and areas of business where we have real in-depth 

expertise and experience. These include not-for-profit, private wealth, landed estates and rural 

businesses, professional and consultancy businesses, entrepreneurs, sports and entertainment, 

and international. 

 

 


