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Families pay over £5 BILLION each year in Inheritance Tax (IHT). 
Some are happy to pay it but most (probably like you) don’t want to pay it.

IHT is a “voluntary tax”. This means that it is easy to avoid if you get the 
correct advice and take that advice at the right time.  

I am particularly concerned about our clients’ IHT. In 2006 I gave IHT 
advice to an elderly client.  There were several meetings but she couldn’t 
make up her mind.  She then took the advice but left it too late. The result 
was that her family had to pay £240,000 in IHT. I still carry a copy of that 
cheque to this day. The failure was partly mine for not encouraging her to 
make a decision one way or the other.  

So, if you want to do something about your IHT liability, you need to act 
now. It makes sense to spend a little to save a lot. You don’t need to use 
McClure but you do need to get sound, user friendly advice which is what 
we provide.



 

 

Top Tip 1 :  Use the McClure Gift Plan
The Law says you can gift away £3,000 each year. You can carry back 
one year.  As a couple you can gift £6,000 each year. Using this 
allowance should always be the first step in IHT planning.

Problem
Many people start using this relief but forget to maintain it and the relief 
is wasted.

Answer
Use a McClure Gift Plan which makes full use of the exemption but 
where you can still change your mind at any time.  

Example :- Say you are a 75 year old lady in normal health for your age. 
You invest £250 per month in a life policy. You use your annual IHT 
allowance. This saves you £100 per month, so the net cost to you is 
£150 per month. The sum assured will vary with your age and health but 
once it is set up it is guaranteed.  We write the policy in Trust for your 
beneficiaries so the lump sum is not liable to IHT on your death. That 
investment would leave your beneficiaries over £50,000 tax free. 

And if you are a couple both 75, the tax free lump sum could be as high 
as £170,000.



Top Tip 2 :  Gift Assets to your Children
These are known as potentially exempt transfers (PETs). It sounds easy.  
You give the assets away, you survive 7 years and the IHT is avoided.

Problem 1
You lose control. Most clients don’t like that.

Problem 2
If you retain any significant benefit in the gift, then you have still given it 
away but there is absolutely no IHT protection.  

Problem 3
If you are a couple who should make the gift? Should it be the husband 
or the wife or both? This requires an element of judgement and getting it 
wrong can be expensive. Remember too that most gifts do not qualify for 
Taper Relief. It only applies on gifts above £325,000 and only on the
excess.

Answer
Take expert advice on the best way to make the gift.  We have solutions 
that enable you to protect the gift in the hands of the recipient in such a 
way that you don’t lose total control.  



Top Tip 3  :  Use a McClure Equity Release IHT Plan
You wish to make a 7 year gift to your beneficiaries but your main asset 
is your house.  

Problem
If you transfer away your house or part of it you need to pay rent. It 
needs to be the full market rent.  You need to continue paying it as long 
as you live there, not just for 7 years. You need to review the rent 
regularly. If at any time the rent which you pay falls short of “the market 
rent” it fails completely.  Also, your beneficiaries will be liable to pay 
income tax on the rent received and they will also be liable for Capital 
Gains Tax on the increase in value while it belongs to them. So there are 
lots of problems.
  

Answer
If you are over 55, McClure can arrange an equity release.You borrow a 
lump sum on your property. It is arranged as a normal lifetime mortgage 
these days. The typical interest rate is around 4%. You can actually pay 
the interest as you go along so you only owe what you originally 
borrowed. It does not increase. You then gift the sum raised to your 
beneficiaries and after the 7 year period the gift is IHT exempt, saving 
you 40%. So there is no rent to pay. No income tax for your children to 
pay. No Capital Gains Tax for your children to pay.  And no need to 
review the arrangement every year. Your children then protect the “family 
money” in a McClure Family Protection Trust in case anything goes 
wrong at their end.  

This gives you an element of control.The trustees invest the amount 
released (usually in a capital investment bond) which will typically grow 
at around 4%. So the cost of the interest on the mortgage is normally 
matched by the growth on the investment.  And you still save 40% IHT 
without the worry and the hassle and the cost of giving away your house 
or part of it.  



Top Tip 4 :  Use the Residence Nil Rate Band Allowance
The Residence Nil Rate Band is an extra allowance on top of your basic 
allowance which gives each spouse an extra £175,000, i.e. a total of 
£500,000 each. This is phased in from April 2017 until April 2020.  

Problem 1
You need to have a house which qualifies.  If you don’t have a qualifying 
property then you don’t get the extra allowance. You need to leave the 
property, or at least part of it, to a qualifying beneficiary (usually your 
children). Without that, you don’t get the allowance at all. The allowance 
is restricted to the value of your property so you might not qualify for the 
full £175,000 as an individual or £350,000 as a couple. To make matters 
worse, if your total estate is over £2M then the allowance is reduced and 
above £2.7M you don’t get it at all.

Problem 2
It might not be advisable to leave your house to your children. You might 
simply not want to. If you retain the property in your name so as to 
qualify for the extra allowance, it will be liable to claims by disappointed 
beneficiaries.

Answer
Use McClure’s holistic advice service. McClure Solicitors work in 
association with McClure Wealth Management to advise on the best 
solution for your individual circumstances. Remember you don’t need to 
leave the whole of your estate to your children to get the extra allowance.  
You don’t need to leave the whole property to get the extra allowance.  
You can leave part of the property and still get the extra allowance.  
Remember also that you don’t need to use the extra allowance just 
because it is available. For example, if leaving the property to the 
children is not what you want or is not advisable then it is wise to forego 
the Residence Nil Rate Band Allowance and still avoid your IHT liability 
using other traditional means. 

At McClure we find out what outcome you wish to achieve and then put 
solutions forward to achieve that.



Top Tip 5 :  Use the McClure Gift of Hindsight
A relative dies and leaves you an inheritance.

Problem
That inheritance gives you an IHT liability (or might do so).

Answer
Use the McClure Gift of Hindsight to re-write someone’s Will after they 
have died.  We can even write a Will for someone if there wasn’t one 
there in the first place.  We use the Gift of Hindsight to set up a Will Trust 
so that the inheritance is protected in a Will Trust rather than being 
inherited directly. This simply means that you get the benefit of the 
inheritance without the liability of the Inheritance Tax.

Example :-  Bert made a Will leaving everything to his daughter Jean. 
Bert died.  Jean inherited. She was already slightly over the limit for IHT.  
When she died a few years later, everything that she had inherited from 
her father was liable to IHT at 40%.  That bill would have been £55,000. 
However after Bert died, Jean used the McClure Gift of Hindsight to 
re-write her father’s Will so that everything he left was protected in a Will 
Trust. This saved Jean’s relatives £55,000 in Inheritance Tax.Time limits 
apply so contact us to find out if this can help you and your family.  If you 
are too late to use the Gift of Hindsight, simply use another of our 
services.



Top Tip 6 :  Normal Expenditure out of Income
Use the normal expenditure out of income solution. You have an IHT 
liability and your income is higher than your expenditure.

Problem
The excess income builds up as capital and will suffer 40% IHT when 
you die.

Answer
Make regular payments of your excess income to your children. 
These are immediately exempt from IHT. The rules can be a bit tricky to 
implement but this is a very significant exemption if used correctly. 
We can keep you right.  Even better, McClure can invest the excess 
income in a Whole of Life Policy written in Trust for your beneficiaries. 
This means that you are much more likely to keep within the rules and 
can prove a very worthwhile investment as it usually produces a very 
substantial capital sum for your beneficiaries free of all taxes.



Top Tip 7 :  Use a McClure 2 Year Plan
You have an IHT liability.

Problem 1
If you give the excess capital to your beneficiaries, you lose control.  
Most clients don’t want that.  

Problem 2
You have to survive a 7 year period.  No-one can be sure that they will 
survive that period and for older clients it is not a wise gamble.

Answer
Transfer assets into a Business Relief Scheme. There are lots of choose 
from. You change non-exempt assets to business property assets, and 
after just 2 years, they are 100% exempt from IHT.  You need to retain 
these assets until you die but you can receive an income and, since you 
have not given the assets away, you can encash some or all of them at 
any time. These schemes are easy to operate and popular but you need 
expert guidance to achieve the best outcome and choose a suitable 
scheme for your circumstances.

Top Tip 8 :  Use a Settlor Excluded Trust
You want to gift an asset to your children to avoid IHT after 7 years.

Problem
The asset has gone up in value and the gift will trigger Capital Gains Tax 
(CGT) which you don’t want to pay.  Also you don’t want to lose control of 
that asset.  And you don’t want the asset to be part of your children’s 
estate and create an IHT liability for them.

Answer
Set up a Settlor Excluded Trust and transfer the asset to that Trust. You 
will be the Settlor and a trustee and therefore retain control of that 
particular asset.  You will have no benefit from the asset but it will be out 
of your estate for IHT after the 7 year period.  And you qualify for Holdover 
Relief so that the CGT is not payable until the trustees eventually sell or 
transfer the asset.  We can guide you through this.



Top Tip 9 :  Use a Discounted Gift Trust
These are attractive.  

You get an immediate saving on IHT.

You don’t need to wait for 7 years or even 2 years.

Particularly useful if you want an income.

It is important to ensure that the Trust element is absolute and not 
discretionary.

Example :- Invest £100,000

You can take 5% withdrawals which equates to £5,000 per annum 
income.

£30,000 might be immediately exempt and the balance will be exempt 
after 7 years.

Speak to us for more information.



Top Tip 10 :  Avoid the Problem in the first Place
You have parents from whom you expect to inherit.

Problem
When that inheritance is added to your assets (and any assets which you 
might expect to inherit from your spouse’s family) it will often put you 
above the IHT limit when you die. Remember if you are single or divorced 
your allowance is only £325,000. If you are married your allowance will 
normally be £650,000 but then again you might well inherit from both 
sides of the family. There is no point in your parents having no IHT 
liability or indeed avoiding their IHT and simply passing that liability on to 
their children.

Answer
Your parents each set up one of our Family Protection Trusts and transfer 
their assets into those Trusts.  If their assets are above their IHT limit 
there are ways to place the whole amount into their Family Protection 
Trusts.  When your parents die, the trustees will have three options. 
They can transfer the assets to the children if that is sensible. They can 
retain the assets in the parents’ Trusts for the benefit of the children 
without those assets becoming part of the children’s estates for IHT. 
Or they could lend the assets to the children in exchange for a valid 
Annuity Scheme so that the children in effect get the benefit of the 
inheritance without incurring an IHT liability.

Example :- Bert should have set up a Lifetime Trust before he died and 
transferred his assets into that Trust. That would have meant that when 
he died his daughter Jean would have had the benefit of the inheritance 
but would not have had an IHT liability on his estate and would not have 
even needed the McClure Gift of Hindsight. As a bonus, if Bert had gone 
into care, he would have had his care paid for him as the reason for 
protecting his assets in a Trust was to avoid his daughter’s IHT and had 
nothing to do with care costs.  

Bonus Tip:  Insurance
Are you paying an insurance policy to cover your IHT?

You probably don’t need to. Insurance should be the last resort not the 
first choice.
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To be fully effective, Inheritance Tax Planning involves both legal 
considerations (e.g. a Lifetime Trust) and financial considerations 
(e.g. a Business Relief Scheme).

McClure Legal and McClure Financial are one of the few institutions which 
can offer this combined advice and give you the best of both worlds.
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