
Chris confirmed that making a Will legally decrees what should happen to your 
estate; without one, the law will decide how it is passed on for you. Having a Will
can also help reduce the amount of Inheritance Tax that might be payable on 
the value of the property and money you leave behind; this is especially 
important if you have children or other family who depend on you financially, or 
if you want to leave something to people outside your immediate family. It is 
imperative to reiterate that, if you don’t write a will, everything you own will be 
shared out in a standard way as defined by the law. 

Since the majority of the British public generally do not understand inheritance
tax, it is quite possible they will pay more than they should if they do not take 
advice. This controversial tax is a levy posed on sums of money transferred 
between family members who are looking to distribute wealth. The government 
takes a scoop of the funds transferred if it exceeds a certain amount.

In the 2018/19 tax year, everyone can leave an estate valued at up to 
£325,000 plus the new 'main residence' band of £125,000 giving a total 
allowance of £450,000. For estates valued under this, the beneficiaries won't 
pay inheritance tax. An individual can therefore pass on £450,000 this tax year
and in two years' time, they'll be able to pass on £500,000; married couples and
civil partners will be able to pass on £1m by 2020.

Although only a small percentage of estates are large enough to incur 
Inheritance Tax (IHT), you still need to factor this tax into your plans when 
making your will. There is normally no tax to be paid if:

 The value of your estate is below the IHT threshold of £325,000, or

 You leave everything to your spouse or civil partner, or

 You leave everything to an exempt beneficiary such as a charity

If the value of your estate is above the nil rate band (NRB) of £325,000; then 
everything above this threshold will be liable for tax at the rate of 40%. 

The Residence Nil Rate Band (RNRB) also known as the home allowance has 
recently been introduced and is on top of the NRB. To be eligible, you must pass
your home or a share of it to your children or grandchildren. Provided certain 
conditions are met, the home allowance gives you an additional allowance to be 
used to reduce the IHT against your home.
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Married couples and civil partners can pass their estate to their spouse tax-
free when they die therefore the surviving spouse can inherit the entire estate 
without having to pay Inheritance Tax. They can also pass on their unused tax-
free allowance to their spouse so, for example, if a husband dies and his estate 
was under £325,000, his wife can take his allowance and add it to her own tax-
free allowance.

What and how much you wish to give your children or other members of your 
family is completely up to you but, to ensure that it’s tax-free, it’s important to 
plan when to make that gift. If you live more than 7 years from when you make 
this gift, your children or family won’t have to pay Inheritance Tax on it when 
you die however, if you don’t live more than 7 years after you’ve made it, they 
might have to pay either Inheritance Tax or Income Tax or Capital Gains Tax.

While you’re alive, you have a £3,000 ‘gift allowance’ a year. This is known as an 
annual exemption and means that you can give away assets or cash up to a total 
of £3,000 in a year without incurring Inheritance Tax; gifts that are worth 
more than the £3000 allowance are subject to Inheritance Tax and the amount 
of tax to pay on these gifts depends on whether it was given within 7 years 
before the person died. You can carry over any leftover allowance from one tax 
year to the next, up to a maximum of £6,000. If you give a gift to a charity, 
museum, university, community amateur sports club or political party, they are 
all exempt from tax. Making gifts and transfers in your lifetime is one way of 
planning your estate and a good way of cutting your Inheritance Tax however, 
the law is quite complex.

Putting your assets into a trust for your family to inherit when you die is 
another way of avoiding Inheritance Tax; as these assets are no longer part of 
your estate, they cannot be counted. A Trust could be set up for your adult 
children, to pay for your grandchildren’s education, or support a family member 
with a disability and, you can set up a trust right away or you can establish one 
in your Will. When you put things into a Trust and provided certain conditions 
are met, they no longer belong to you. Another potential advantage of a Trust is 
that it’s a way of keeping control and asset protection for the beneficiary. 
Trust law however, is complicated.

The kind of Trust you choose depends on what you want it to do but the most 
common options are:

 Bare Trust – this is the simplest kind of Trust. It just gives everything to
the beneficiary straight away as long as they’re over 18.



 Interest in possession Trust – the beneficiary can get income from the 
Trust straight away, but doesn’t have a right to the cash, property or 
investments that generate that income. The beneficiary will need to pay 
income tax on the income received but you could set up this kind of Trust 
for your partner, with the understanding that when they die the 
investments in the Trust will pass to your children.

 Discretionary Trust – the trustees have absolute power to decide how the
assets in the Trust are distributed so, you could set up this kind of Trust
for your grandchildren and leave it to the trustees (who could be the 
grandchildren’s parents) to decide how to divide the income and capital 
between the grandchildren. The trustees will have the power to make 
investment decisions on behalf of the trust.

 Trust for a vulnerable person – if the only one who benefits from the 
Trust is a vulnerable person (ie someone with a disability or an orphaned 
child) then there’s usually less tax to pay on income and profits from the 
trust.

It makes sense to have plans in place in case you become too ill to manage your 
money so, if you become unable to take decisions about your finances, you can 
set up a legal arrangement to let someone you nominate do so on your behalf. 
This arrangement is called a power of attorney and there are two different 
kinds suitable for different circumstances:

 Ordinary power of attorney — you use this to give someone a temporary 
right to handle your financial affairs, for example, if you’re in hospital for
a while. 

 Lasting power of attorney — you would use this to give a chosen 
individual the right to manage your affairs for you on an ongoing, 
indefinite basis

Unlike an ordinary power of attorney, a lasting power of attorney remains 
effective even if you become mentally incapacitated and must be registered 
with the Court of Protection. You should set up a power of attorney in advance 
of when you might need it as you can only validly set one up when you have 
‘sufficient mental capacity’, ie the ability to make decisions for yourself.

Funerals can be expensive but, there are ways of preventing these costs 
burdening your family. You can save regularly into a savings account earmarked 
for funeral expenses or, if you have life insurance, some can be used to cover 



funeral coss however, make sure the proceeds are written in so they are easily 
available after your death and don’t form part of your estate. A prepaid funeral 
plan is an easy way to plan ahead, beat rising funeral costs and save your family 
worry and expense. You choose the funeral plan you want and pre-pay for it at 
today's prices. If you buy one from a funeral plan provider, they pay the funeral
director directly, so your family won't even have to get involved with any of the 
finances or administration.

Chris continually emphasised that future proofing your assets will ensure you 
and your family can meet the costs that will arise and allow you to provide for 
your loved ones. If you want to avoid family squabbles both now and after you’re
gone, you need to talk with them about your wishes because it’s your chance to 
explain what you’re doing and why you think it’s the best course of action; they 

might even have some good ideas about how to look after family and friends 
that you hadn’t thought of. Asset planning is a minefield so don’t try and do it on
your own as there are plenty of professionals out there who will help you 
through the process.


