
TAX PLANNING TIPS

Estate planning – handing on your wealth

1. Make sure you can benefit from the inheritance tax (IHT) residence nil rate band 
This addition to the nil rate band is worth up to £150,000 in 2019/20, rising to £175,000 next year. It is 
only available where your home is inherited by your direct descendants on your death, or where 
the property passes to certain types of trust. You may have to rewrite your will so that the residence 
nil rate band is available. It might be beneficial to repay mortgages secured against your home in 
order to maximise the relief. The relief is restricted if your estate is worth over £2 million on your 
death, so it’s worth making some lifetime gifts to reduce the value of your estate below this 
threshold.

2. Check whether your elderly relatives have ever been widowed
Widows and widowers inherit the unused proportion of their late spouse’s or civil partner’s nil rate 
band – even if they died many years ago. This could mean that up to an extra £325,000 of the 
estate will be tax free. The residence nil rate band is also inheritable, regardless of when the first 
spouse died.

Example: Mia’s estate is valued at £950,000 for IHT purposes. The estate includes a main residence 
valued at £300,000, but this is bequeathed to Mia’s brother, rather than to her two children (who 
inherit the remainder of the estate). Mia’s husband died five years ago, without using any of his nil 
rate band or residence nil rate band. Currently, IHT of £120,000 (£300,000 at 40%) will be payable in 
respect of Mia’s estate were she to die, but if her will is rewritten so that her children inherit the 
main residence, the IHT payable will be reduced to nil.

3. Make a will and review it regularly
If you die without making a will, your assets will be divided between your relatives according to the 
intestacy rules. This will be after inheritance tax (IHT) is paid at 40% on any value above £325,000 
(and possibly a further £125,000 if the residence nil rate band is available) that goes to anyone 
other than your spouse or civil partner. If you have no surviving relatives, the whole of your estate 
will go to the Crown (i.e. the government). 

4. Get married, rather than just living together as a couple 
If you are not married or in a civil partnership, your surviving partner will have to pay IHT on 
anything inherited from you that exceeds the nil rate band. UK-domiciled spouses and civil 
partners normally inherit everything tax free from their deceased spouse. Your surviving spouse or 
civil partner will also inherit your unused nil rate band and residence nil rate band (currently worth 
up to £475,000 in total), which will save further tax on their own death.
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5. Rewrite your will to ensure that at least 10% of your net estate, after deduction of the nil rate 
band of £325,000, is left to charity 
This will reduce the IHT rate on your taxable estate from 40% to 36%. The exact calculation of your 
net estate is quite complicated, so take professional advice when drawing up or amending your 
will. 

6. Make regular gifts out of your annual income to whomever you choose 
As long as you establish a pattern of gifts that can be shown to be covered by your net income, 
without reducing either your capital assets or your normal standard of living, these gifts will be free 
of IHT. The recipients of the gifts need not be the same people each year.

7. Use the IHT marriage exemption for gifts
If your son or daughter is about to marry, you and your spouse can each give them £5,000 in 
consideration of the marriage, and the gift will be free of IHT. The marriage exemption can also be 
combined with your £3,000 a year exemption to allow you to make bigger exempt gifts. You can 
make an IHT-free gift of £2,500 for a grandchild’s wedding. Civil partnerships attract the same 
exemptions.


