
At the moment, an
applicant who is looking
to apply for permanent
residence or to naturalise
as a British Citizen,
needs to pass the Life
in the UK test or the
equivalent English for
Speakers of Other
Languages (ESOL) test
with citizenship content.

From 28 October 2013,
there will be two
parts to the knowledge of
language and life
requirements and both
will need to be met by
all applicants. Applicants
will be required to pass
the Life in the UK test
and also to have a
speaking and listening
qualification in English
at level B1 of the
Common European
Framework of Reference
for Languages (CEFR)
or above. Various English
language qualifications
will be accepted by the
Home Office as evidence
that an applicant has met
the required B1 level
speaking and listening
criteria. Please contact
Sohan Sidhu for advice
on any immigration
matter.

Sohan Sidhu
Partner
ss@gross.co.uk
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Many couples separate, with no intention of
starting proceedings for divorce, as neither
party has an immediate intention to re-
marry. I have acted for clients who have
been separated for between 5-10 years,
before giving divorce a single thought.
Clients have told me in these cases that
relations between both parties are amicable,
and in some cases they are better friends
post-separation than they were when they
were together. Why do they need to consider
divorce, unless and until a new partner
comes on the scene and re-marriage is on the
cards therefore?

If the separating couple own no assets, this is
no problem. However, if they own one or
more houses, or if they have a business in
which they each own shares, then by doing
things the “amicable” way, they are
potentially storing up tax problems for
themselves in years to come. If either of
them had taken legal advice at the point of
separation, their tax blues could have been
prevented at least in part. This is because the
Revenue (HMRC) allows married couples to
transfer assets between themselves, with no
immediate capital tax implications, in the
tax year of their separation. Thus, if Mr and
Mrs Smith separate in September 2013,
providing they transfer property, shares and
other assets between them by the beginning
of April 2014, then any capital gain which
arises on the transfer, will not become
payable, until the transferred asset is
eventually sold/disposed of. That could take
place in many years’ time. The capital gain
could be many thousands of pounds (in some
cases hundreds of thousands of pounds).

This is a form of “temporary” relief that
most couples do not know about, and
therefore they lose out. The more substantial
the assets in the marriage, the greater the tax
advantage of transferring those assets within
the tax year of separation becomes. I have
acted for many clients who have saved
enormous sums of money because swift
action was taken immediately following
separation. I have known many more
couples who have ended up with very
substantial capital gains tax bills, due to not
grasping the nettle at the point of separation.

Lawyers often spend time during the
beginning of April burning the midnight oil
to get transfers undertaken on time, not to
mention drafting Consent Orders which set
out the basis of the transfers as part of an
overall financial deal between the couple.

When I see a new client, I am always
heartened by the opening line “Relations
between me and my spouse are very
amicable”. However, if the next line is “We
separated two years ago, and now want to
get a two-year separation divorce …”, my
heart sinks. There is a common
misapprehension that a two-year separation
divorce is the best, easiest, quickest and
cheapest way of getting a divorce. In my
experience, often it is the worst and the most
expensive way of winding up a relationship
which has long since ended in all but name.
When I see a new client who has separated
in the preceding weeks, my advice usually is
not to delay, but to consider commencing
proceedings for divorce there and then;
when relations are entirely amicable, that is
the best time for resolving everything which
needs to be resolved with one’s spouse.
Sometimes the passage of time improves
relationships; sometimes it does not. There
are many good reasons for taking the plunge
and starting divorce proceedings sooner
rather than later. One very good reason is the
substantial capital tax savings which can be
achieved.

Elizabeth Hodder
Solicitor and Collaborative Lawyer
Partner
Head of Gross & Co Family Department
eah@gross.co.uk
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Until recently, the inheritance tax (IHT)
exemption for transfers between
spouses and civil partners has been
limited to £55,000 where the donor
spouse is domiciled in the UK and the
donee spouse is not.

The Finance Act 2013 amends this and
replaces this sum with an amount
equivalent to the nil rate band. The nil
rate band is currently £325,000 and is
the value of assets that can pass tax
free between spouses and civil
partners. This amendment applies to
transfers of value, either during lifetime

or on death, made on or after 6 April
2013. The nil rate band will change in
line with future alterations to it, although
the Government has made it quite clear
not to expect any increase until 2015
and only then to expect a one per cent
increase.

The new provisions allow non UK
domiciled spouses to make a written
election to be treated as domiciled in
the UK for IHT purposes. Doing this
allows that spouse to qualify for a full
spouse exemption, i.e. £325,000. The
election must be made by the donee

spouse during their lifetime or within
two years of the UK domiciled spouse’s
death and may be backdated up to
seven years, but not to a date before 6
April 2013. This election cannot be
revoked, but will cease to apply if the
electing spouse is non resident for four
full tax years.

Beware, there is a catch. Making an
election will bring the value of all the
worldwide assets belonging to the non-
UK domiciled spouse into the pot for
IHT purposes. These rules are in their
infancy. Careful consideration and
advice needs to be sought before
making transfers and any election.

Due to limited space, this article can
only touch the surface of this issue. For
further information, or in the event of a
query please contact:

Sarah Lee
Chartered Legal Executive
Wills Trust and Probate Department
sl@gross.co.uk

or

Gary De’Ath
Partner
gd@gross.co.uk

The Government has introduced a
“Help to Buy- Equity Loans Scheme”
and this scheme is available to all
buyers of new-build homes up to a
value of £600,000. A maximum of
20% of the purchase price can be
borrowed under this scheme subject
to the buyers paying at least 5% of
the price and making up the balance
with a capital repayment mortgage –
not an interest only one.

The loan is based on the property
value so borrowers will pay back
more if the property value increases
and less if it falls. The loan is free for
the first five years but if the property
is not sold within that time a fee of
1.75% a year will be charged on the
balance of the loan. The fee will also

increase yearly based on increases
in the Retail Price index plus 1%.
Regular payments are not required
as part of the loan and the whole or
part of it can be repaid at anytime.

On the 1st January 2014 the “Help to
Buy-Mortgage Guarantee Scheme”
will start and will be open to first time
buyers and home movers purchasing
new or pre-owned homes. This will
guarantee a proportion of the
mortgage rather than actively lending
money to homeowners.

For more information please contact:

Steven Quy
Conveyancing Manager
sq@gross.co.uk
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