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UK Inheritance Tax

In the UK Inheritance Tax (IHT) is levied when wealth is gifted on death and can also 
apply during lifetime.   

The current nil rate band of £325,000 is set to remain 
until 2020-21, and it is possible that the value of your 
assets in excess of this amount will attract IHT at 40%. 
On death IHT is levied on the value of your estate and 
this will include the following:

• Everything you own at the date of your death e.g. 
property, bank accounts, investments, jewelry, 
overseas assets

• Your share of anything owned jointly with your 
spouse or another person and different treatments 
apply to assets owned as joint tenants or as 
tenants in common

• The value of a trust fund in which you have an 
entitlement e.g. entitlement to income for life

• The value of any gifts made by you in the last 7 
years which are not covered by any exemptions. 
This may have an impact on how the tax free nil 
rate band is applied

• The value of any assets you may have given away 
but still retain some benefit e.g. a property you 
continue to live in

The above list is not exhaustive and how you own 
assets, family groups including second families, business 
ownership, care home fees and possible unforeseen tax 
consequences may impact on what is passed on to your 
intended beneficiaries.

In addition to the existing nil rate band which can be 
inherited by a spouse, the residential nil rate band 
increased on 6 April 2019 to £150,000 and rises to 
£175,000 by 6 April 2020. This will apply to residential 
property being left to direct descendants, but will be 
tapered for estates over £2m and will not be applicable to 
those over £2.35m. This could mean that on second death 
an estate of up to £1m could be exempt from IHT after 
April 2020. When valuing estates for this purpose, assets 
that may benefit from other IHT reliefs e.g. business and 
agricultural property relief will be taken into account.

Planning to reduce the impact of IHT and to ensure 
your estate passes as you would wish is important and 
it is wise to review what is in place at least every five 
years or earlier if there are changes in circumstances. 
Tax planning structures require careful thought and 
professional advice is recommended to ensure any 
qualifying conditions can be met.

We are happy to discuss matters with you and assist in 
providing planned structures to maximise exemptions 
and reliefs. This may include the application of 100%/50% 
Business Property Reliefs and plans to pass those interests 
with a level of protection. It may be identifying assets that 
can be gifted in your lifetime using trust structures with 
the benefit of deferring CGT, mitigating IHT, but retaining 
some control over those assets. 
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Your business structures and ownership of personal assets, trust 
interests and pension arrangements will all impact on your exposure 
to IHT. You may wish to discuss future retirement plans or put trust 
arrangements in place for younger or vulnerable family members, or to 
provide an income stream for a partner in the event of your death, but 
would like capital to revert to your children in the future.

Plans can be tailored to your requirements, and if you would like a 
summary of your current IHT position and planning advice to achieve 
your objectives then please contact us.
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If you would like to  
discuss this in further 
detail, please get in touch 
with one of our advisors 
below.
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