CONNELL & CONNELL WS
SOLICITORS AND ESTATE AGENTS

INHERITANCE TAX

	Inheritance Tax is a tax that may be payable on your death.  Whether or not the tax is payable depends on the type and value of assets and the property you own. There is normally no Inheritance Tax to pay if the value of your estate is below the £325,000 threshold. There are also other allowances which an individual may be entitled to depending on their assets and personal circumstances. 
	
	What can I do to reduce my Inheritance Tax bill?

	There are some fairly simple steps you can take to reduce your potential Inheritance Tax bill:-

· There is an exemption on assets in passing to your spouse or civil partner.  
· If you give money or assets away during your life, for example, to your children, and survive for 7 years after making the gift, the money or assets that you have gifted should not form part of your estate to be taxed on your death.
· You can purchase insurance to meet the potential Inheritance Tax liability.
· You can currently give away £3,000 each year free of Inheritance Tax.  If you did not make a gift in the previous year, then you could potentially make a gift of £6,000 tax free in the first year of planning.  
· You can also currently make a tax free gift of up to £5,000 to a child, £2,500 to a grandchild and £1,000 to any other person when they get married.  
· You can make small gifts of up to £250 per person per tax year, as long as you have not used another allowance on the same person.
· In addition to all of the gifts referred to, if you have surplus income year on year, you can make tax free gifts out of income.  The amount you gift can vary from year to year, but the gifts must be regular and must be paid out of income leaving you with sufficient income to maintain your lifestyle.  HMRC will ask for evidence that these gifts did indeed fall out of income so keeping detailed records is helpful.
· If you wish to exercise a measure of control over the gift, you may wish to consider transferring the cash to a Trust for the benefit of, for example, children.  Provided you survive for 7 years after the transfer to the Trust, the cash should not be taxed on your death.
· If you are looking to pass the family business to your children, then provided certain conditions are satisfied, Business Property Relief or Agricultural Property Relief may be available.

If you are at all concerned about the amount of money that the taxman will take on your death, then the best thing you can do is to start planning now! 

For further information on these or any other personal law issues, please do not hesitate to contact us.

This guide is for general information and interest only and should not be relied upon as providing specific legal advice. Please note the figures above were correct as at September 2024. If you require any further information about the issues raised in this article please contact Connell & Connell.
