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1. Introduction 

 
1.1. The Association of Accounting Technicians (AAT) is pleased to have the opportunity to 

respond to the open consultation paper on Review of Deeds of Variation for tax 
purposes: call for evidence, released on 15 July 2015. 

 
1.2. AAT is submitting this response on behalf of our membership and from the wider public 

benefit of achieving sound and effective administration of taxes. 
 

1.3. AAT has added comment in order to add value or highlight aspects that need to be 
considered further. 

 
1.4. AAT has focussed on the operational elements of the proposals and has provided 

opinion on the practicalities in implementing the measures outlined. 
 

1.5. Furthermore, the comments reflect the potential impact that the proposed changes would 
have on taxpayers. 

 
 

2. Executive summary 
 

2.1. The purpose of this review is to consider the current uses of Deeds of Variation (DoVs) 
for tax purposes and to provide HMRC with further information on the typical uses and 
application of these instruments. 

 
2.2. AAT’s response sets out to provide commentary and examples of the wider use of DoVs 

and the tax outcomes that may result from such actions taken to help demonstrate they 
are not being widely abused. 

 
2.3. The current use of DoVs provides a vital safety net which should not be changed or 

modified as, in its current form and availability, it serves the best interest of taxpayers 
dealing with inherited estates under the terms of a will or by intestacy.  

 
 

3. AAT response to the consultation paper on Review of Deeds of Variation for tax 
purposes: call for evidence 

 
3.1. AAT was surprised by the Chancellor’s March 2015 Budget announcement calling for 

another review into the use of DoVs in light of the conclusions drawn from the last such 
exercise completed in 1997. Furthermore, considering the context of this review, AAT is 
unclear as to why it has been decided to use a largely multiple choice format for the 
framing of this consultation which elicits simplistic answers which may result in 
conclusions that are so overly simplistic as to be misleading. 

 
3.2. The following paragraphs outline AAT’s response to the proposal in the consultation 

paper and only listed those questions where a comment has been made. 
 

3.3. AAT accepts the scope of the consultation review as set out under section 2 (condoc) 
restricting this for tax purposes only. However AAT would like to point out that there are a 
number of instances where a DoV may need be used in the first instance due to the 
incapacity of the testator to amend or revoke former wills prior to death and would need 
to be used in order to effectively manage their estate’s tax position post death and also 
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to accommodate any legal challenges regarding the dispositions of the estate as set out 
under the will which could impact on the tax charge on the estate. 

 
3.4. It states under section 4 of the condoc that HMRC has, “limited information about the use 

of DoV” as HMRC is only informed about a DoV in cases which would “result in a change 
to the amount of tax due”. AAT believes that this would be as expected given the number 
of DoVs being completed and given that the majority of these will have a neutral effect on 
the IHT charge on an estate. 

 
Question 1 
In what capacity are you responding to this survey?  

 
3.5. AAT is a professional membership body for accounting technicians and is responding on 

behalf of its membership. Please refer to 5.1 and 5.2 (below) for more information about 
AAT. 

 
Question 2 
What is the main reason (or reasons) for using a DoV in your experience?” 
a) To update a will to reflect changes in family circumstances 
b) To reduce/increase a tax liability (IHT or CGT) 
c) To increase the amount of a charitable legacy 
d) To clarify a poorly drafted will 

 
3.6. In particular DoVs may be used to deal with legal disputes which may result in tax 

changes on an estate involving cases where a compromise in litigation may be sought, 
for example where a surviving spouse successfully claims that reasonable provisions 
have not been made for them under the Inheritance (Provisions for family and 
Dependents) Act 1975 , resulting in a possible reclaiming of IHT that otherwise would not 
have been payable if such provisions had originally been included in the drafting of 
deceased’s will (see paragraph 3.3). 

 
3.7. AAT would like to add in respect of point b) that a DoV may need to be used as a result 

of the incapacity of the testator to effect changes to an existing will (see paragraph 3.3, 
above). 

 
3.8. AAT considers the scenarios inherent in points a) to d) would reflect the most common 

uses in varying degrees to be encountered by our members.  
 

3.9. Point a), would typically be encountered as part of a generation skipping exercise with 
benefits passed directly or under trust in favour of grandchildren and point d) would be 
used to add provisions often for step-children or for the equalisation of benefits amongst 
chargeable beneficiaries. 

 
3.10. In respect of point c), AAT would add that the actual increase in the amount of a 

charitable legacy made may in fact also be, by an addition of such under the terms of the 
DoV, to make provisions for a legacy to represent at least 10% of the net estate thus 
allowing the IHT rate of charge overall to reduce from 40% to 36% on the estate. 

 
Question 3 
Are DoV ever used to support any contrived arrangements designed purely to 
reduce a tax liability? 
a) Yes 
b) No 
c) Sometimes 
d) Don’t know 

 
3.11. In responding to question 3 AAT wishes it to be noted that it is impossible to answer in 

any other way than “yes”. However, AAT is unable to present any evidence to confirm or 
contradict the question. 
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3.12. The rules around the use of DoVs for tax purposes are very clear and supported by 
explicit guidance provided on this subject on the GOV.UK website under the heading 
“change a will after a death”. Furthermore AAT understands that the courts will also act 
to rectify a DoV in certain circumstances if it does not have the intended tax effect. 

 
3.13.  As stated above under paragraph 3.1 (above) DoVs were previously reviewed in 1997 

and at that time no further action was deemed necessary.  
 

3.14. Since the introduction of the Transferable Nil Rate Band (TNRB) in 2007 it is hard for the 
use of a DoV to be considered an abuse to the legislation.  

 
3.15. The availability of DoVs to correct mistakes, to retrospectively adapt a will to recognise 

hitherto unforeseen changes in circumstances, and unintended tax consequences that 
could be faced by beneficiaries, provides a vital safeguard mechanism for beneficiaries.  

 
3.16. AAT does not consider the use of DoVs that use inheritance tax allowances that have 

been given by Parliament for example the Nil rate band (NRB), spousal exemption and 
Business Property Relief (BPR) and Agriculture Property Relief (APR) to be classed in 
any way as aggressive tax avoidance strategies. This position is confirmed by HMRC as 
inoffensive planning within HMRC’s Inheritance tax manual

1
. 

 
3.17. AAT believes that the current HMRC Inheritance tax manual provides comprehensive 

coverage of this subject in IHTM35091 through to IHTM35095
1
 for the identification of 

such areas of concern For example IHTM35093
1
 - Property redirected to the spouse or 

civil partner: Gifts back to original beneficiaries which outlines the investigations to be 
undertaken by HMRC when informed of any such DoV cases, to ensure the correct use 
of the provisions contained within IHTA84/S142

2
 are maintained. 

 
Question 4 
If you have used or advised on a DoV for tax purposes, was the tax payable 
increased or decreased as a result?” 
a) Increased 
b) Decreased 
c) It varies but will usually increase 
d) It varies but will usually decrease 
e) No Difference 

 
3.18. As a representative body AAT is unable to comment directly in respect of question 4. 

However, AAT’s members will encounter DoVs that have been instigated for a whole 
variety of reasons on a case by case basis in conjunction with the client’s solicitor for the 
drafting of the relevant deed  
 

3.19. The outcome of the DoV could be a redirection of property eligible for BPR and APR and 
which would have no impact on the tax charge on the estate together with provisions for 
the widow of the deceased which could result in a reduction of tax charged on the estate 
and provisions for other family members 1

st
 and 2

nd
 generation which would usually have 

a neutral tax impact. 
 

3.20. AAT considers it likely that for the majority of cases in which a DoV has been arranged 
the tax position of the estate would largely remain the same.  

 
3.21. However, there is no doubt that other cases encountered have resulted in a reduction of 

tax to the estate and even an increase in tax in some extreme instances.  
 
 

                                                   
1
 HMRC’s Inheritance tax manual IHTM35091 – IHTM 35095 

2
 http://www.legislation.gov.uk/ukpga/1984/51/section/142 

https://www.gov.uk/alter-a-will-after-a-death  

 

http://www.hmrc.gov.uk/manuals/ihtmanual/ihtm35091.htm
http://www.hmrc.gov.uk/manuals/ihtmanual/ihtm35095.htm
http://www.legislation.gov.uk/ukpga/1984/51/section/142
https://www.gov.uk/alter-a-will-after-a-death
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Question 5 
Where a DoV had an inheritance tax effect, what was the result on the taxable 
value of the estate? 
a) The estate value became higher than the threshold 
b) The estate value stayed above the threshold 
c) The estate value became lower than the threshold 
d) The estate value stayed below the threshold 
e) Not applicable 
f) Don’t know 

 
3.22. As stated under paragraph 3.18 (above) the use of a DoV from a tax perspective can be 

varied in its application for IHT purposes.  
 

3.23. AAT would suggest that points b) and d) would reflect the most typical outcomes that 
would result from the current use of a DoV. Point c) would be encountered in a smaller 
number of cases and point a, would be viewed as a more extreme example. 

 
Question 6 
Do you think there is still a need for retaining the tax advantages of a DoV? 
a) Yes 
b) No 
c) Not sure 

 
3.24. AAT strongly supports the continued use of DoVs, they are one of the more helpful and 

flexible sections of the IHT legislation, allowing taxpayers to effectively manage a tax 
charge in accordance with any reliefs and exemptions available at the time. 

 
3.25. As commented in 3.18 (above) there are a whole variety of reasons for retaining DoVs 

with equity being one of the most powerful. The motivation for the use of a DoV can 
cover a number of good non-tax reasons but also the tax consequences of undertaking 
the changes involved can often have a positive impact on the tax position of an estate 
and this position would be no different had earlier lifetime planning strategies been 
adopted. 

 
3.26. The circumstances for the need of completing a DoV are not an everyday occurrence for 

AAT members and as already stated (3.19, above) would seem to have a neutral tax 
effect for the majority of cases dealt with.  

 
3.27. However, this position should not preclude situations where, in compliance with the 

legislation, taxpayers are entitled to reliefs and exemptions provided for them by law.  
 

3.28. A fuller explanation on this point is contained within the detailed answers to questions 8 
and 9 below.  

 
Question 7 
Have changes to tax legislation over the years resulted in greater or less use of 
DoV for tax purposes? 
a) Greater use 
b) Less use 
c) Made no difference 
d) Don’t know 

 
3.29. In general AATs response to this question is that the tax changes in respect of the 

Transferable Nil Rate Band (TNRB) introduced in 2007 has made no noticeable 
difference in the requirements for the continued use of a DoV. 

 
3.30. Prior to the introduction of the IHT TNRB, DoVs were often utilised to redirect assets 

away from a surviving spouse tax free to the next generation.  
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3.31. After the introduction of the TRNB the same continues to be relevant in certain cases 
and for a variety of other purposes such as generation skipping and in cases where a 
beneficiary may be poor in the management of an inheritance and seeks to have this 
held in trust under a DoV with the trust fund managed by others where funds are 
released only for sound purposes.  

 
Question 8 
What do you think the impact will be if the law was changed to abolish or restrict 
the use of DoV for tax purposes? 

 
3.32. AAT believes DoVs are of significant importance in light of the fact that approximately 

two thirds
3
 of the adult population have not made a valid will and whose estate upon 

death would be subject to distribution under the intestacy rules leaving their heirs without 
the option of securing the most appropriate succession provisions for the family at this 
time and the prospect of unnecessary tax levied on the estate should DoVs be amended 
or withdrawn. 

 
3.33. DoVs currently provide a means for taxpayers who do not have the time or money or 

understanding of the importance for taking professional advice during their lifetime a last 
chance opportunity to be put back on a level playing field with those who have already 
taken advice in time from a solicitor in drafting a valid tax efficient will. 

 
3.34. DoVs are also used as an alternative for those who have a valid will and the ongoing 

requirement on their part for a revision of their will on every occasion there is any change 
in their personal circumstances or those of the people they ultimately intend to inherit 
from them. This can become an expensive process and may also become impractical if 
the testator loses control of their affairs through illness or incapacity. Any changes made 
to DoVs could result in a number of unforeseen consequences, for these estates.  

 
3.35. Without DoVs, executors will have to resort to the courts which will become busier with 

mistake applications and dealing with negligence claims against family solicitors, all 
areas which previously would have been dealt with under a DoV to rectify such issues.  

 
3.36. Furthermore the charity sector finds that DoVs are also important as they can encourage 

non-exempt beneficiaries to consider re-directing part of an estate to charity. Following 
the introduction of the reduced 36% rate of inheritance tax for deaths on, or after, the 6 
April 2012 which takes effect where an individual leaves 10% or more of their estate to 
charity. This provides a number of opportunities for charities to generate additional 
legacy income. 

 
3.37. For example, in cases where a will sets up a trust with adult beneficiaries taking a life 

interest and a named charity taking a reversionary interest, a DoV could be considered to 
vary the will so that the life tenant and charity receive absolute gifts enabling charitable 
relief to be taken thus accelerating a legacy income payment to the charity. 

 
3.38. Where an individual leaves their entire estate to a sole beneficiary (for example parent to 

child) and both die within two years of one another, with the assets passing from one 
estate to the other and then to a charity, a DoV could be used by the charity to re-direct 
the assets directly from the first estate to charity, thus saving the Inheritance Tax that 
would have been paid on the first death. 

 
3.39. The current use of DoVs for charitable purposes supports the Government’s aim to 

encourage charitable giving and greater philanthropy. The removal of DoVs could have a 
detrimental impact on the legacies charities receive in the future. 

 
Question 9 
Do you have any other comments you wish to make about the use of DoV for tax 
purpose?  

                                                   
3
 http://www.bbc.co.uk/news/magazine-15368029  

http://www.bbc.co.uk/news/magazine-15368029
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3.40. AAT believes that if an up to date tax efficient will is in place taking account of current 

family circumstances at the time of death there would be little need for a DoV. However 
while every responsible adult should make it their duty to hold a valid will, this sadly is 
not the case with less than a third of the adult population taking such measures.  

 
3.41. There could also be a number of other reasons, post death, why a beneficiary or trustees 

of a will would still want to redirect or change the dispositions of property in an estate on 
death whether directed by a will or on intestacy of which such actions could have a 
neutral tax impact on the estate or even reduce/increase the IHT charge. 

 
3.42. AAT considers that the use of a DoV as merely the practical steps that need to be taken 

following professional advice. As the use of a DoV is not reliant on the interpretation of 
prevailing legal practice but is something that is specifically allowed for when 
circumstance permit and well documented by HMRC. 

 
3.43. DoVs have been widely used by individuals from all walks of life both private and public 

(including politicians), involving estates of all sizes. The outcomes from all these actions 
reflecting the answers given above involving the distribution of an estate under the terms 
of a will or under the intestacy rules and dependant on the individual circumstances of 
each case, which would not necessarily need to be reported to HMRC. 

 
3.44. To assist HMRC It has been reported in the press that the estate of Patsy Byrne

4
 (the 

nurse from the television series Blackadder) was varied to make equal provision for her 
step-children. In her will she left legacies of £20,000 to 5 of her 6 step-children and the 
remainder of her estate went to her step-daughter Monica Seccombe (estimated at 
£900,000 after tax). Her step-daughter advised the press that her step-mother had no 
comprehension (when drawing up her will) of how much she had. It is thought that the 
will has been varied through the use of a deed of variation to benefit each step-child 
equally. This re-organisation would have no impact on the tax suffered on the estate but 
would allow for the redistribution of the estate as desired and would be considered one of 
the most common uses for a DoV.  

 
3.45.  AAT understands that the will of Diana, Princess of Wales

5
 whose estate was estimated 

at £21,000,000 was also varied to make provision for her 17 godchildren. 
 

3.46. However the limitation of funds and time is by no means the only reason why 
professional advice is not always sought and there is often the need for estates of 
varying values including those above the NRB of deceased individuals who have died 
intestate, requiring the use of a DoV by their heirs to make use of the IHT allowances 
and exemptions that would have been available, had any basic lifetime tax planning been 
undertaken. 

 
3.47.  A good example of this point would be the reported estate of the comedian, actor and 

writer Rik Mayall
6
 who died suddenly aged 56 in June 2014 and who had failed to leave a 

valid will to deal with his £1.2 million estate, leaving his family subject to the rules of 
intestacy with a portion of his estate going to his children, potentially triggering 
inheritance tax that could have legitimately been avoided had his entire estate been left 
to his wife in his will.  

 
3.48. This now means that a higher level of inheritance tax could be due, on the estate and his 

widow may now receive less than she had anticipated. His children may therefore decide 
within the operative period of two years from the of date of his death for tax purposes 
that they may be able to complete a DoV giving up their interests all or in part in their 
father’s estate thus passing the assets back to their mother under a DoV. This would 
need to be notified to HMRC who would then undertake their normal enquiries as 

                                                   
4
 Mail Online article, 15 March 2015 http://www.dailymail.co.uk/news/article-2995294/That-wasn-t-cunning-plan-

Nursie-Blackadder-star-leaves-20k-four-daughters-900k-fifth-don-t-worry-ll-share-sisters.html  
5
 http://www.brodies.com/blog/personal-law/deeds-of-variation/  

6
 Mirror Article, 20 April 2015 http://www.mirror.co.uk/3am/celebrity-news/rik-mayalls-family-face-huge-5556336  

http://www.dailymail.co.uk/news/article-2995294/That-wasn-t-cunning-plan-Nursie-Blackadder-star-leaves-20k-four-daughters-900k-fifth-don-t-worry-ll-share-sisters.html
http://www.dailymail.co.uk/news/article-2995294/That-wasn-t-cunning-plan-Nursie-Blackadder-star-leaves-20k-four-daughters-900k-fifth-don-t-worry-ll-share-sisters.html
http://www.brodies.com/blog/personal-law/deeds-of-variation/
http://www.mirror.co.uk/3am/celebrity-news/rik-mayalls-family-face-huge-5556336
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discussed under paragraph 3.11-3.16 and the procedures outlined under IHTM35093
7
 

before allowing for any repayment of IHT. 
 

3.49. Such actions may result in a reduced charge or a refund of IHT on the estate, but 
consideration must also be given to other factors which could be relevant in similar cases 
which could be dependent on the personal circumstances and current relationship 
position of a beneficiary, as well as their own physical state of health at this time. 

 
3.50. For example where a beneficiary inherits under a deceased person’s will or under the 

intestacy rules and whose own health may be questionable at this time and the 
deceased estate exceeds the IHT NRB threshold a rate of 40% IHT would be paid on 
this. Should the demise of this beneficiary follow shortly after leaving a personal estate in 
excess of the NRB, the inheriting beneficiaries from this estate will also be subject to a 
further 40% IHT charge resulting in a potential double IHT charge. In such circumstances 
the use of a DoV would help remove this unfairness, with action taken in the first 
instance by the inheriting beneficiary of the first estate to redirect this benefit back or for 
their executors on their death. 

 
3.51. There are also cases where a DoV is completed by a beneficiary who wishes to simply 

redirect the dispositions as they choose to another beneficiary, safe in the knowledge 
under current practice that these actions will not be adding a further tax burden to both 
themselves and their nominated beneficiary. 

 
3.52. The alternative to this, without the use of a DoV, would be to disclaim any inheritance 

outright which would have no IHT consequences for the inheriting beneficiary but would 
mean the legacy disclaimed would fall into the residual of the estate and be subject to 
the will provisions or the statutory intestacy provisions, without any regard to the wishes 
of the original beneficiary for their nominated beneficiary. 

 
3.53. Equally, in general, AAT understands that a disclaimer can only be made in respect of 

the whole interest which would mean if the original beneficiary only intended to make a 
part gift of an inheritance, this desired result could only be achieved with the use of a 
DoV. 

 
3.54. The above all being examples of the many situations where a DoV should continue to be 

made available to taxpayers who are not attempting to avoid estate taxation but take 
practical steps to help manage the taxation levied on an estate and ensure the inherited 
estate passes on correctly and achieves the desired outcome. 

 
 
4. Conclusion 
 

4.1. AAT believes a DoV can provide a vital “safety net” to ensure that an estate passes in 
the first instance to the right beneficiaries and is taxed accordingly where there is a 
defective will, which will only be apparent when the family and executors are dealing with 
the consequences of this situation post death. 

 
4.2. In cases of intestacy, where there is no existing will, and the family become fully aware of 

the implications of the intestacy rules for the division of the estate the use of a DoV can 
often provide additional protection to the surviving spouse or partner so that they can 
remain in the family home and not be subject to the risk of distribution of the estate or left 
without sufficient financial protection under the terms of the intestacy rules. 

 
4.3. The two year time period allowed for tax purposes for the completion of a DoV provides a 

useful breathing space for beneficiaries to make an informed decision in full 

                                                   
7
 http://www.hmrc.gov.uk/manuals/ihtmanual/ihtm35093.htm 

 

http://www.hmrc.gov.uk/manuals/ihtmanual/ihtm35093.htm
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consideration of their own personal circumstances in compliance with the conditions for 
the operation of IHTA84/S142

8
. 

 
4.4. Should legislation be enacted in general terms that restricts a power which has been 

used for generations to vary the deceased’s estates with the use of a DoV and enables 
the straightforward handling of deceased’s’ estates then the unintended consequences 
from any such actions could be wide ranging. 

 
4.5. Without the ability to use a DoV in such cases, a seismic shift would be required to 

educate the adult population of the necessity for holding a valid will which on current 
performance would seem to be unachievable. Furthermore, as it is not possible to predict 
exactly when an individual will die, it is extremely difficult to draft a will which uses all the 
IHT allowance in full and in the most efficient way which would mean that the will would 
also need to be reviewed regularly. 

 
4.6. For those taxpayers who have taken steps to establish a will, their families will need to 

continue to take regular tax advice, ultimately up to a point in time where elderly relatives 
may find this process stressful as such conversations can only be viewed with their 
demise in mind solely for the completion of a revised testamentary disposition. 
Unfortunately at which time, through frailty of age and mental health issues, such 
amendments may not be possible. Whereby with the current practice for the use of a 
DoV such a situation could be easily dealt with. 

 
4.7. AAT would conclude that DoVs are not an aggressive avoidance strategy to reduce 

inheritance tax and that the actions and tax outcomes that result from the use of a DoV 
as presented in our consultation response and examples provided are no different to the 
results that could have been achieved had earlier lifetime planning provisions been 
instigated. The decision to use a DoV would ultimately be taken by a beneficiary as part 
of their own wider estate planning arrangements with prudence and the sensible 
management of the deceased’s assets and available tax allowances provided by 
parliament all being at the heart of the final decision making process. 

 
 
5. About AAT 
 

5.1. AAT is a professional accountancy body with over 49,500 full and fellow members and 
82,400

9
 student and affiliate members worldwide. Of the full and fellow members, there 

are over 4,200 Members in Practice who provide accountancy and taxation services to 
individuals, not-for-profit organisations and the full range of business types. 

 
5.2. AAT is a registered charity whose objectives are to advance public education and 

promote the study of the practice, theory and techniques of accountancy and the 
prevention of crime and promotion of the sound administration of the law. 

 
 

6. Further information 
 

If you have any questions or would like to discuss any of the points in more detail then please 
contact AAT at: 

 
email: consultation@aat.org.uk and aat@palmerco.co.uk 
telephone: 020 7397 3088  

 
Aleem Islan 
Association of Accounting Technicians 
140 Aldersgate Street 
London EC1A 4HY  

                                                   
8
 http://www.legislation.gov.uk/ukpga/1984/51/section/142  

9
 Figures correct as at 30 Sept 2015 
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