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HOW TO GIVE MORE TO YOUR  
FAMILY AND LESS TO THE TAXMAN

INHERITANCE 
TAX



T
HE AIM of this guide is to 

give a brief outline of UK 

inheritance tax (IHT) and to 

highlight some of the opportunities 

available for IHT planning. An 

LQGLYLGXDO·V�OLDELOLW\�WR�,+7�LV�SULPDULO\�
JRYHUQHG�E\�WKHLU�GRPLFLOH�DW�WKH�
time a transfer of value takes place. 

A person domiciled in the UK is liable 

to IHT on the total value of their 

assets wherever in the world these 

are situated.

Prevent unnecessary tax 

In order to make provision, it is 

HVVHQWLDO�WR�KDYH�D�VWUDWHJ\�LQ�SODFH�
DIWHU�\RX·UH�JRQH��7KH�HDVLHVW�ZD\�
WR�SUHYHQW�XQQHFHVVDU\�,+7�WD[�
SD\PHQWV�LV�WR�RUJDQLVH�\RXU�WD[�
DIIDLUV�E\�REWDLQLQJ�SURIHVVLRQDO�
advice and having a valid Will in 

SODFH�WR�HQVXUH�WKDW�\RXU�OHJDF\�
does not involve just leaving a 

VLJQLÀFDQW�,+7�ELOO�

Size matters

Effective IHT planning could save 

\RXU�EHQHÀFLDULHV�WKRXVDQGV�RI�
SRXQGV��PD\EH�HYHQ�KXQGUHGV�RI�
thousands depending on the size 

RI�\RXU�HVWDWH��$W�LWV�VLPSOHVW��,+7�
LV�WKH�WD[�SD\DEOH�RQ�\RXU�HVWDWH�
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How to give more to your family and less to the taxman

ZKHQ�\RX�GLH�LI�WKH�YDOXH�RI�\RXU�
estate exceeds a certain threshold 

DPRXQW��,W·V�DOVR�VRPHWLPHV�
SD\DEOH�RQ�DVVHWV�\RX�PD\�KDYH�
JLYHQ�DZD\�GXULQJ�\RXU�OLIHWLPH��
LQFOXGLQJ�SURSHUW\��SRVVHVVLRQV��
PRQH\�DQG�LQYHVWPHQWV�

Inheritance tax threshold 

,+7�LV�FXUUHQWO\�SDLG�RQ�DPRXQWV�
DERYH�WKH����������¶1LO�5DWH�
%DQG·�WKUHVKROG�����������IRU�
married couples and registered civil 

partnerships) for the current 2014/15 

WD[�\HDU��DW�D�UDWH�RI�����²�UHGXFHG�
WR�����LI�PRUH�WKDQ�����RI�\RXU�
HVWDWH�LV�JLYHQ�WR�FKDULW\��,I�WKH�
YDOXH�RI�\RXU�HVWDWH��LQFOXGLQJ�\RXU�
home and certain gifts made in the 

SUHYLRXV�VHYHQ�\HDUV��H[FHHGV�WKH�
IHT threshold, tax will be due on the 

EDODQFH�DW�����

Assets held in trust 

<RXU�HVWDWH�LQFOXGHV�HYHU\WKLQJ�
RZQHG�LQ�\RXU�QDPH��WKH�VKDUH�RI�
DQ\WKLQJ�RZQHG�MRLQWO\��JLIWV�IURP�
ZKLFK�\RX�NHHS�EDFN�VRPH�EHQHÀW�
(such as a home given to a son or 

GDXJKWHU�EXW�LQ�ZKLFK�\RX�VWLOO�OLYH��
and assets held in some trusts from 

ZKLFK�\RX�UHFHLYH�DQ�LQFRPH��

Against this total value is set 

HYHU\WKLQJ�WKDW�\RX�RZHG��VXFK�DV�
DQ\�RXWVWDQGLQJ�PRUWJDJHV�RU�ORDQV��
unpaid bills and costs incurred 

GXULQJ�\RXU�OLIHWLPH�IRU�ZKLFK�ELOOV�
have not been received, as well as 

funeral expenses. 

 

Potentially exempt transfers 

$Q\�DPRXQW�RI�PRQH\�JLYHQ�DZD\�
outright to an individual is not 

counted for IHT if the person making 

WKH�JLIW�VXUYLYHV�IRU�VHYHQ�\HDUV��
7KHVH�JLIWV�DUH�FDOOHG�¶3RWHQWLDOO\�
([HPSW�7UDQVIHUV·�DQG�DUH�XVHIXO�IRU�
IHT planning. 

0RQH\�SXW�LQWR�D�¶%DUH·�WUXVW��D�WUXVW�
ZKHUH�WKH�EHQHÀFLDU\�LV�HQWLWOHG�WR�
the trust fund at age 18) counts as 

D�SRWHQWLDOO\�H[HPSW�WUDQVIHU��VR�LW�LV�
SRVVLEOH�WR�SXW�PRQH\�LQWR�D�WUXVW�WR�
prevent grandchildren, for example, 

IURP�KDYLQJ�DFFHVV�WR�LW�XQWLO�WKH\�
are 18. 

Chargeable lifetime transfers 

+RZHYHU��JLIWV�WR�PRVW�RWKHU�W\SHV�
of trust will be treated as chargeable 

lifetime transfers. Chargeable 

lifetime transfers up to the IHT 

threshold are not subject to tax but 

DPRXQWV�RYHU�WKLV�DUH�WD[HG�DW������
ZLWK�D�IXUWKHU�����SD\DEOH�LI�WKH�
person making the gift dies within 

VHYHQ�\HDUV��

Some cash gifts are exempt from 

WD[�UHJDUGOHVV�RI�WKH�VHYHQ�\HDU�
UXOH��5HJXODU�JLIWV�IURP�DIWHU�WD[�
LQFRPH��VXFK�DV�D�PRQWKO\�SD\PHQW�
WR�D�IDPLO\�PHPEHU��DUH�DOVR�
H[HPSW�DV�ORQJ�DV�\RX�VWLOO�KDYH�
VXIÀFLHQW�LQFRPH�WR�PDLQWDLQ�\RXU�
standard of living. 

Exempt from inheritance tax 

$Q\�JLIWV�EHWZHHQ�KXVEDQGV�DQG�
wives, or registered civil partners, 

DUH�H[HPSW�IURP�,+7�ZKHWKHU�WKH\�
were made while both partners 

were still alive or left to the survivor 

RQ�WKH�GHDWK�RI�WKH�ÀUVW��,+7�ZLOO�EH�
GXH�HYHQWXDOO\�ZKHQ�WKH�VXUYLYLQJ�
spouse or registered civil partner 

dies if the value of their estate 

is more than the combined IHT 

WKUHVKROG��FXUUHQWO\�����������

If gifts are made that affect the 

OLDELOLW\�WR�,+7�DQG�WKH�JLYHU�GLHV�OHVV�
WKDQ�VHYHQ�\HDUV�ODWHU��D�VSHFLDO�
UHOLHI�NQRZQ�DV�¶7DSHU�5HOLHI·�PD\�
be available. The relief reduces the 

DPRXQW�RI�WD[�SD\DEOH�RQ�D�JLIW��

Gifts: the 7-year rule

,I�\RX�OLYH�IRU�VHYHQ�\HDUV�DIWHU�PDNLQJ�
D�JLIW�WR�VRPHRQH��LW·V�H[HPSW�IURP�
IHT regardless of the value. This is 

FDOOHG�D�¶3RWHQWLDOO\�([HPSW�7UDQVIHU·�

��:LWKLQ�WKUHH�\HDUV�²�WKH�IXOO�DPRXQW�
of IHT is due

��:LWKLQ�WKUHH�\HDUV�WR�IRXU�\HDUV�²�
����RI�WKH�,+7�LV�GXH
��:LWKLQ�IRXU�\HDUV�WR�ÀYH�\HDUV�²�
����RI�WKH�,+7�LV�GXH
��:LWKLQ�ÀYH�\HDUV�WR�VL[�\HDUV�²�
����RI�WKH�,+7�LV�GXH
��:LWKLQ�VL[�\HDUV�WR�VHYHQ�\HDUV�²�
����RI�WKH�,+7�LV�GXH

,I�\RX�FRQWLQXH�WR�EHQHÀW�IURP�
VRPHWKLQJ�\RX·YH�JLYHQ�DZD\��LW�ZLOO�
be exempt from IHT and is called a 

¶*LIW�:LWK�5HVHUYDWLRQ�RI�%HQHÀW·�

A GUIDE TO 
INHERITANCE TAX

Annual exemption

<RX�FDQ�JLYH�DZD\�XS�WR��������
D�\HDU�²�\RX�FDQ�DOVR�FDUU\�
over unused allowance from the 

SUHFHGLQJ�\HDU��7KHVH�JLIWV�ZLOO�EH�
H[HPSW�IURP�,+7�ZKHQ�\RX�GLH�

Small gift exemption

You can make small gifts of up to 

�����WR�DV�PDQ\�SHRSOH�DV�\RX�OLNH�
�EXW�\RX�FDQ·W�XVH�WKLV�H[HPSWLRQ�
with the £3,000 annual exemption 

for the same person).

Wedding and registered civil 

partnership gifts

There are limits to the wedding and 

registered civil partnership gifts 

different people can give:

��each parent of the couple can 

give them cash or gifts worth up 

to £5,000

��grandparents can each give up 

to £2,500

��DQ\RQH�HOVH�FDQ�JLYH�XS�WR�������

You must make the gift on or 

VKRUWO\�EHIRUH�WKH�GDWH�RI�WKH�
wedding or registered civil 

SDUWQHUVKLS�FHUHPRQ\�

Using trusts 

$V�SDUW�RI�\RXU�,+7�SODQQLQJ��\RX�
PD\�ZDQW�WR�FRQVLGHU�SXWWLQJ�DVVHWV�
LQ�DQ�DSSURSULDWH�WUXVW�²�HLWKHU�GXULQJ�
\RXU�OLIHWLPH�RU�XQGHU�WKH�WHUPV�
RI�\RXU�ZLOO��3XWWLQJ�DVVHWV�LQ�WUXVW�²�
rather than making a direct gift to a 

EHQHÀFLDU\�²�FDQ�EH�D�PRUH�ÁH[LEOH�
ZD\�RI�DFKLHYLQJ�\RXU�REMHFWLYHV��

For example:
��\RX�PLJKW�ZDQW�DVVHWV�WKDW�ZLOO�
pass to a child to be held on trust 

XQWLO�WKH\�DUH�ROGHU
��\RX�PLJKW�ZDQW�DVVHWV�WR�HYHQWXDOO\�
SDVV�WR�\RXU�FKLOGUHQ��EXW�WR�HQVXUH�
WKDW�\RXU�VSRXVH�FDQ�EHQHÀW�IURP�
them for the rest of his or her life

Tax treatment of trusts 

The tax treatment of trusts is 

complex and depends on such 

factors as the kind of trust, the value 

of the assets put into it and who the 

EHQHÀFLDULHV�DUH��&KDQJHV�WR�WKH�
rules mean that the tax treatment 

RI�PDQ\�WUXVWV�LV�QR�ORQJHU�DV�
favourable as it used to be, but there 

DUH�VWLOO�FLUFXPVWDQFHV�LQ�ZKLFK�WKH\�
can help to reduce the overall level 

RI�WD[�SD\DEOH�

£5,000
£2,500
£1,000

each parent of 

the couple can 

give them cash 

or gifts worth 

up to 

grandparents 

can each give 

up to

anyone else 

can give up to

WEDDING AND REGISTERED 
CIVIL PARTNERSHIP GIFTS
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You should take professional advice 

RQ�ZKHWKHU�WUXVWV�FRXOG�EH�RI�EHQHÀW�
IRU�\RXU�SDUWLFXODU�FLUFXPVWDQFHV�
and requirements.

It pays to plan ahead 

IHT is a complicated area and 

ZLWKRXW�DSSURSULDWH�SODQQLQJ�\RX�
FRXOG�HQG�XS�OHDYLQJ�D�VLJQLÀFDQW�
WD[�OLDELOLW\�RQ�\RXU�GHDWK��
FRQVLGHUDEO\�UHGXFLQJ�WKH�YDOXH�
RI�\RXU�HVWDWH�SDVVLQJ�WR�\RXU�
FKRVHQ�EHQHÀFLDULHV��7R�HQVXUH�
WKDW�\RXU�IDPLO\�EHQHÀWV�UDWKHU�WKDQ�
WKH�WD[PDQ��LW�SD\V�WR�SODQ�DKHDG��
$V�ZLWK�PRVW�ÀQDQFLDO�SODQQLQJ��
HDUO\�FRQVLGHUDWLRQ�DQG�SODQQLQJ�LV�
HVVHQWLDO��7R�UHYLHZ�\RXU�VLWXDWLRQ�
DQG�GLVFXVV�\RXU�RSWLRQV��SOHDVH�
contact us for further information.

 

INFORMATION IS BASED ON OUR 
CURRENT UNDERSTANDING OF 
TAXATION LEGISLATION AND 
REGULATIONS. ANY LEVELS AND 
BASES OF, AND RELIEFS FROM, 
TAXATION ARE SUBJECT TO CHANGE.

THE FINANCIAL CONDUCT 
AUTHORITY DOES NOT REGULATE 
INHERITANCE TAX PLANNING OR 
TAXATION ADVICE.

Calculate how much IHT you may have to pay
7R�FDOFXODWH�KRZ�PXFK�,+7�\RX�PD\�KDYH�WR�SD\��DGG�XS�WKH�YDOXH�RI�DOO�\RXU�ZHDOWK��VXEWUDFW�\RXU�OLDELOLWLHV�DQG�
WKH����������¶1LO�5DWH�%DQG·�DOORZDQFH��DQG�WKHQ�PXOWLSO\�WKH�UHPDLQGHU�E\������

,I�\RX�DUH�PDUULHG�RU�LQ�D�UHJLVWHUHG�FLYLO�SDUWQHUVKLS��DGG�XS�\RXU�FRPELQHG�HVWDWHV�DQG�UHGXFH�WKHVH�E\�WZR�
¶1LO�5DWH�%DQG·�DOORZDQFHV�RI����������HDFK������������EHIRUH�DSSO\LQJ�WKH�����UDWH�WR�HVWLPDWH�\RXU�SRWHQWLDO�
OLDELOLW\�WR�,+7��

Estate assets

Property ²�PDLQ�UHVLGHQFH�

Savings�²�FXUUHQW�DFFRXQW�V��GHSRVLW�DFFRXQW�V��SUHPLXP�ERQGV��&DVK�
1,6$V��RWKHU�VDYLQJV

Investments�²�VKDUHV�HTXLWLHV��XQLW�WUXVWV��LQYHVWPHQW�WUXVWV��6WRFNV�	�
6KDUHV�1,6$V��LQYHVWPHQW�ERQGV��RWKHU�LQYHVWPHQWV

Additional assets ²�FDUV��KROLGD\�KRPH�V��DQWLTXHV��MHZHOOHU\��ZRUNV�RI�DUW��
ERDW��JLIWV�RI�FDSLWDO�PDGH�ZLWKLQ�WKH�SUHYLRXV�VHYHQ�\HDUV

Life insurance policies�²�SROLFLHV�QRW�ZULWWHQ�LQ�DQ�DSSURSULDWH�WUXVW�

Total (A)

Estate liabilities

Mortgage/s

Loan/s/overdraft/s

Credit card/s

Other liabilities ²�RXWVWDQGLQJ�ELOOV��KLUH�SXUFKDVH��IXQHUDO�H[SHQVHV

Total (B)

Estate summary

Total assets (A):

Liabilities (B):

Estate value (A minus B):

IHT-free allowance (deduct from estate value): FXUUHQW����������1LO�UDWH�
EDQG�DOORZDQFH��IUR]HQ�XQWLO���$SULO��������RU�LI�\RX�DUH�PDUULHG��RU�LQ�D�
UHJLVWHUHG�FLYLO�SDUWQHUVKLS����������

Net worth:

Inheritance Tax bill: �1HW�ZRUWK�#�����

In most cases, IHT must be paid within six months from the end of the month in which the death occurs. If not, 

interest is charged on the unpaid amount. IHT on some assets, including land and buildings, can be deferred and 

SDLG�LQ�LQVWDOPHQWV�RYHU�WHQ�\HDUV��+RZHYHU��LI�WKH�DVVHW�LV�VROG�EHIRUH�DOO�WKH�LQVWDOPHQWV�KDYH�EHHQ�SDLG��WKH�
outstanding amount must be paid.

£

£

£

£

£

£

£

£
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The aim of this guide is to 
give a brief outline of UK 
inheritance tax (IHT) and 
to highlight some of the 
opportunities available for 
IHT planning.



*ROGPLQH�0HGLD��%DVHSRLQW�,QQRYDWLRQ�&HQWUH������%XWWHUÀHOG��*UHDW�0DUOLQJV��/XWRQ��%HGIRUGVKLUH�/8���'/
$UWLFOHV�DUH�FRS\ULJKW�SURWHFWHG�E\�*ROGPLQH�0HGLD�/LPLWHG�������8QDXWKRULVHG�GXSOLFDWLRQ�RU�GLVWULEXWLRQ�LV�VWULFWO\�IRUELGGHQ�

The content of this guide is for your general information and use only, and is not intended to address your particular 
requirements. The content should not be relied upon in its entirety and shall not be deemed to be, or constitute, 
advice. Although endeavours have been made to provide accurate and timely information, there can be no guarantee 
that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No 
individual or company should act upon such information without receiving appropriate professional advice after a 
thorough examination of their particular situation. We cannot accept responsibility for any loss as a result of acts or 
omissions taken in respect of the content. Thresholds, percentage rates and tax legislation may change in subsequent 
Finance Acts. Levels and bases of, and reliefs from, taxation are subject to change and their value depends on the 
individual circumstances of the investor. The value of your investments can go down as well as up and you may get 
back less than you invested. 

IT’S YOUR LEGACY, 

MAKE SURE IT’S 

PROTECTED

We work with our clients to protect their 

assets, providing peace of mind that the things 

\RX·YH�ZRUNHG�KDUG�IRU�DUH�VHFXUH�DQG�FDQ�
EH�HQMR\HG�E\�\RXU�ORYHG�RQHV�ZKHQ�\RX·UH�
gone. Inheritance tax is a complex area and 

\RX�VKRXOG�VHHN�SURIHVVLRQDO�DGYLFH�WR�DVVHVV�
\RXU�QHHGV�DQG�LQGLYLGXDO�FLUFXPVWDQFHV��

7R�ÀQG�RXW�PRUH�DERXW�KRZ�ZH�FDQ�KHOS�\RX�
SURWHFW�\RXU�ZHDOWK��SOHDVH�FRQWDFW�XV��


