
UK residential property 
Inheritance Tax

The tax rules affecting UK residential property have undergone substantial changes 

in the last few years. This is continuing – as of 6 April 2017 UK Inheritance Tax (‘IHT’) 

will be chargeable on all UK residential property, regardless of ownership structure. 
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What does this change mean for non-UK domiciled 

property owners?

In the past, UK property held in a company incorporated 

outside the UK (possibly held in turn by a trust resident outside 

the UK) was not seen as a UK asset for IHT purposes and was 

therefore outside of the scope of the charge for non-domiciled 

individuals (‘non-doms’). This is now changing – as of 6 April 

2017 all UK residential property will be within the scope of IHT. 

This means that current corporate property holding structures 

may no longer be beneficial from an IHT perspective, in 

addition to incurring annual ATED charges. Structures for future 

acquisitions will also be affected.

Are only non-doms resident in the UK affected?

No – whereas other recent legislative changes that have 

focused on non-doms target those who have been resident 

in the UK for extended periods, these new IHT rules affect 

all non-doms whether they are resident in the UK or 

not. Anyone who currently owns UK residential property 

through a company incorporated outside the UK or other 

opaque vehicle will be liable to IHT on the value of such UK 

property in the same way as UK domiciled individuals. The 

measure will apply to all UK residential property whether it 

is occupied or let and of whatever value.

What is the IHT exposure on my property – how will it 

be taxed?

Directly held UK residential property will continue to be 

within the scope of IHT in most situations, regardless of the 

owner’s residence and domicile position and will be 

calculated in the usual way.

As the UK residential property that is targeted by these 

changes is usually held within a company, there are 

questions around how IHT will be levied in practice. There 

remains considerable uncertainty on the practical aspects of 

the rule changes, including on issues of valuation and 

deductibility of debts. Clients will need to consider the 

impact of the changes in assessing the IHT exposure that 

will come with the new rules. 

What else do I need to know?

The Government has confirmed that there will be no relief 

for ‘de-enveloping’ such property. This means individuals 

will need to navigate the tax complexities of a possible ‘de-

enveloping’ themselves, working with their advisors.   
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1What should I do?

Whilst we await the draft legislation, it is highly likely that 

there are circumstances where action would be beneficial 

before 5 April 2017 and we would strongly recommend 

engaging with advisers as soon as possible

Taking professional advice is now more important than ever. 

Understanding how the new IHT rules interplay with other 

taxes that affect these property structures is key when 

making decisions for the future, both for existing structures 

and future acquisitions. 

As you can see from the above timeline, IHT is now just one 

of the many tax considerations that affect UK residential 

property - KPMG can offer expert, tailored advice on the 

best way forward, taking into account all personal and 

commercial considerations and ensuring that you 

understand the tax position.

Even if no such changes are planned and current structures 

maintained, realising exactly how the new rules affect your 

IHT position is recommended in order to see if any other 

potential planning is possible in other areas.

Have all these changes been finalised?

Not as yet – we do know that the new rules are coming in 

April 2017, but so far the Government has only published 

consultation documents.

It is very unlikely that there will be substantial difference in 

the direction of the new rules when they are finalised – and 

there is not much time before they are implemented. 

Should anyone be planning to act before their property is 

affected, we recommend that you contact us for advice as 

soon as possible.

For further information see:

www.kpmg.com/uk/ukresidentialproperty 

www.kpmg.com/uk/nondoms
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