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You know it’s February when you can’t walk 
around the shops without having flowers, cards 
and chocolates thrust in your face (I mean shop 
displays, of course – not hordes of admirers, 
though I may underestimate your powers of 
attraction). Normal tax rules don’t apply to 
those who are married and in civil partnerships. 
So, in this article, I will explain why it is worth 
knowing how this will impact you.

You are only allowed one PPR between you
A PPR stands for principal private residence. 
Generally, when you dispose of property, if you 
make a gain, you have to pay Capital Gains Tax 
(CGT). This is currently 28% for higher rate 
taxpayers. However, your main residence (the 
family home, for most) is exempt, so you don’t 
have to pay CGT on any gains on this. If you 
are together but not married, you can each have 
your own PPR and sell it and not pay CGT on 
the gain. However, you can only have one PPR 
between you once married, which means that 
one of those two properties may now fall within 
the scope of CGT. (I say ‘may’ because there are 
all sorts of exemptions and reliefs available if it 
has been your PPR at some point, so it’s worth 
investigating.)

You can leave assets to each other without 
your estate suffering inheritance tax
Your estate constitutes your assets, minus your 
liabilities when you die (this can include gifts 
you made prior to dying as assets in some cases). 
Your inheritance tax (IHT) is a tax payable by 
and on your estate after you have died.

If your estate is worth more than £325,000 
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(the current nil rate band, or NRB for short), IHT 
of 40% would be payable by your estate on the 
excess. However, you can leave assets to your 
spouse up to any value free of IHT. So, if Kate 
Middleton dies and leaves an estate of £1million, 
there would be no IHT to pay. However, if Prince 
William dies, there would be IHT to pay after 
his nil rate band (NRB) has been deducted and, 
possibly, he can deduct Kate’s as well, which 
brings me on to…

You can share NRBs (nil rate bands)
Let’s suppose you marry a wonderfully rich man 
but sadly he dies in unexplained circumstances 
and leaves his friend £130,000 and the rest of 
his estate to you. He only made use of 40% 
(£130,000/£325,000) of his IHT-free £325,000 
nil rate band, so 60% was unused.

Now, let’s suppose you marry a second time 
– an equally rich man. Sadly, he also dies and 
leaves his son £195,000 and the rest to you. This 
means he used 60% (£195,000/£325,000) of his 
NRB, so 40% was unused.

You then marry a third time and, after some 
very lucky escapes, your husband meets a sticky 
end. He left everything to you with his whole 
NRB intact.

When you die, your estate can use your NRB 
towards your estate. However, it can also elect to 
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use unused NRB percentages from late spouses 
with no restriction on the number, but with a 
maximum cap of one extra NRB allowance. So, 
while you may have unused NRBs from late 
husbands adding up to two (60%+40%+100%), 
you can only have one extra NRB.

It is worth noting that the extra NRB is based 
on the unused percentage of the NRB in force on 
each death, and that the final extra percentage 
is applied to the NRB in force on the last death. 
In this example, I have assumed that all three 
husbands died during the £325k NRB period, 
though the NRB does increase from time to time 
(it has been frozen at £325k since 2009 and is 
likely to stay that way until 2018, at least).

You can gift assets to each other without 
incurring CGT
Normally, if you gift an asset to someone (say, a 
property) you are ‘deemed to have sold it for its 
market value’ and have to pay CGT on the gain. 
However, this doesn’t apply to gifts to spouses, 
which can be useful if you are due to make a gain 
on an asset of more than the annual exemption 
(tax-free amount of gain you are allowed to make 
each year – currently £10,900). 

Let’s suppose you are going to sell a property 
and expect a gain of £20,000. After the £10,900 
is deducted, as a higher rate taxpayer you would 
normally pay CGT on this at 28% (so that’s 
£2,548). If you first gifted the asset to your 
spouse and then sold it, you would each have 
a gain of £10,000, which would be covered by 
your annual exemption – so, no CGT to pay!

So, if engagement is on the cards, forget 
seeking permission from the bride-to-be’s 
father… ask your accountant what they think!
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