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Please Enjoy This Report, Which Reveals Proven Strategies To Avoid Inheritance 
Tax and Feel Free To Pass It On To Your Friends and Colleagues. 

 
Please be aware that it is for general guidance and no liability is accepted.  

You should always seek professional advice on your own individual situation. 
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Proven Strategies To Avoid 
Inheritance Tax 

 
	  

Just imagine having to write a cheque to the Inland Revenue for 
£1.8 million pounds.  

Can you feel the pain? 

Can you see how many noughts that is? 

Can you imagine the joy of the taxman and even worse feel sick 
that it will go to pay benefits to those who chose not to work in 
our society. 

Now imagine that instead of £1.8 million you could write a cheque 
for £360,000. What could you have done with all that extra money?  
 
How would that have helped your life, your children’s life or even your 
grandchildren’s? 
 
And the sad thing is that this actually happened to a UK taxpayer.  
 
She had been using a non tax specialist accountant, who each year had 
happily prepared her returns and collected a fee without thinking about 
what might happen one day. She was diagnosed with an illness that left 
her with less than a year to live.  
 
Suddenly minds were concentrated and her daughter after frantic 
Googling found and approached me wanting to know if I could help 
with a massive Inheritance tax problem. The answer of course was yes - 
and steps were put in place even with such a short life span to keep the 
money away from the taxman. 
 
Alas, the illness was worse than initially diagnosed and she died within 
two weeks of meeting so yes the Inland Revenue picked up a very nice 
cheque. 
 
Do you want to write out another large cheque? 
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It was Benjamin Franklyn who said that "There are only two 
certainties in life: Death and Taxes" - and he was probably right.  
 
Whilst I can nothing about the former I certainly can do a lot to sort out 
the latter. So on the day that these two great ‘certainties’ collide through 
Inheritance Tax, then HMRC would naturally not want to let the 
opportunity pass to help themselves to a chunk of your hard earned 
wealth.  
 
It’s a fact that most people spend their entire life trying to accumulate a 
reasonable amount of wealth, to take care of themselves in their old age 
and then pass on any remaining surplus to their children or even 
grandchildren.  
 
It is somewhat unjust or indeed downright wrong that without careful 
planning and a yes in certain cases a great deal of action throughout 
your life then many families will ultimately face a huge and frankly 
unnecessary Inheritance Tax bill. 
 
Now clearly if you are no more, you won’t actually be writing the 
cheque payable to HMRC - but your estate will be paying Inheritance 
Tax on its overall value, be that your own home, your property 
portfolio, shares, cash at bank and valuables within the house. 
 
Most people can safely leave everything can to their spouse or civil 
partner free from any Inheritance Tax. 
 
Plus if you have no other dependants or potential beneficiaries to care 
about, and simply resent paying any unnecessary tax, you can simply 
leave it all to charity. 
 
However in the real world, most people do have someone they care 
about. Usually they have children or other family or friends whom they 
want to see benefit from the assets that they have built up in their 
lifetime and they don't want to see the Government taking 40% of it 
away. 
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The facts about the levels of Inheritance Tax paid are quite 
staggering. 
 
For the last year that figures are available, 2011/12 consider this: 
 
• HMRC collected £2.91 Billion from Inheritance Tax 

 
• That represented a 7% on the previous year 

 
• 20,000 Individuals compared to 17,000 paid Inheritance Tax 

 
Further, the fact that domestic house prices particularly in the south east 
are disproportionately high allied to the fact that The Chancellor has 
frozen the Nil Rate Band at £325,000 will bring more and more people 
into the charge to Inheritance Tax. 
 
Or will it? 
 
The purpose of this Ebook is to share with you some top tips how to 
legally avoid Inheritance Tax.  
 
Not for good reason is Inheritance Tax called a voluntary tax but you 
need to take action to ensure that you do not pay tax unnecessarily. 
 
 
What is Inheritance Tax? 
 
Inheritance Tax is not a tax that bites solely on death  - but also on 
transfers of value. But what is a “transfer of value” I hear you ask?  A 
transfer of value occurs whenever you dispose of something and, as a 
result, your total net wealth is reduced.  
 
Whether it be an asset, or simply hard cash - if you give or transfer that 
to another person there has been a transfer of value. 
 
So imagine Webber gives his 1984 Porsche to his mate Vettel. The car 
is valued at £100,000 - so there has been a transfer of value and it is 
potentially liable to Inheritance Tax. 



	   www.IainWallis.com	   	  

 
Why potentially liable? 
 
Any lifetime transfers to an individual or trust are potential exempt 
transfers - or a PET, as they are known.  
 
When a transfer of value is made, the PET clock starts ticking and what 
this means is that after seven years this transfer will fall off the 
schedule of transfers made - and so will be exempt from Inheritance 
Tax.  
 
Only if death occurs within seven years will Inheritance Tax apply - and 
even then there is tapering relief the nearer death happens to the seven 
year anniversary. 
 
 
Rest assured that there are plenty of perfectly legal planning 
opportunities to avoid Inheritance Tax throughout your life. 
 
This will enable you to preserve the wealth that you as a family unit 
have generated, sometimes simply through house price inflation and 
pass that wealth down to generations. 
 
So you can do what you want to do with it - not what HMRC wants to 
do with 40% of it.  
 
 
A university friend of mine has his widowed mum in a house bought for 
a modest sum in the 1960’s. It’s now worth a staggering £900,000. 
 
Does he want 40% of that to pass to The Chancellor?  
 
Does he hell - so he’s getting his skates on! 
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Before we continue, a word or two about tax avoidance. 
 
Let’s nail this thing about tax avoidance right at the start. HMRC or 
indeed the Chancellor of the Exchequer may not like it, but is perfectly 
legal.  
 
Let me repeat that because it is so important. Tax avoidance is 
perfectly legal. It is well established that you can manage your affairs 
to legitimately avoid tax.  
 
So what if the actions you take mean that you gain and the taxman 
misses out. Do you really want to pay more tax? Are you serious?!  
(to paraphrase John McEnroe…). 
 
Ignorance is not bliss. Not knowing how you can legitimately avoid tax 
or being scared of the taxman is restricting your personal wealth. 
 
Everything in this E-book is 100% legal, safe to apply and should be 
being used by accountants up and down the land. If not then you 
genuinely have the wrong accountant.  
 
In terms of risk, where 1 is looking both ways before you cross the road 
and then checking again to 10 where you are smacking a wasp nest 
these are all in the 1range. 
 
Yes there are very aggressive tax schemes out there. Jimmy Carr 
amongst others found himself in hot water for following such a scheme. 
But wait, he has done nothing wrong.  
 
He’s legally avoided tax. Now some of may not like that and it is for his 
moral compass to decide if he is happy with his decisions but he has 
taken that choice through advice from his accountant and professional 
advisors and they would be failing their profession if they did not 
present these opportunities to him. 
 
So please please bury, no don’t bury, SMASH that belief that tax 
avoidance is illegal - into thousands of little pieces. 
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Aggressive schemes pursued by Limited Companies and maybe high 
paid entertainers may not sit with your moral compass, but it has never 
been and never will be illegal to manage your affairs to avoid tax. 

Ah you may say, that’s all well and good, but everywhere I turn I’m told 
that tax avoidance is wrong.  

So why are we being brain washed into believing that tax avoidance is a 
problem for everyone? 

Her Majesty's Revenue & Customs (HMRC) and HM Treasury (HMT) 
have a shared objective of minimising the tax gap.  
 
The tax gap is the difference between the tax collected and the tax 
HMRC think out to be collected. In addition you might have spotted 
that UK Plc is a little short of funds at the moment. 
 
 
So let’s look at what can be done to legally avoid this tax.  
 
Speaking to you as a Tax Accountant with more than thirty years 
experience, I can tell you that it is never too early to start Inheritance 
Tax planning and opportunities arise throughout as you progress 
through life. 
 
There are a number of simple exemptions that apply.  
 
The nil rate band is probably the most important Inheritance Tax 
exemption for the vast majority of people.  
 
As the name suggests, an Inheritance Tax rate of nil is applied to the 
first part of your estate, which falls within this band. 
 
The current nil rate band applying to deaths or chargeable lifetime 
transfers between 6th April 2009 and 5th April 2015 is £325,000.   
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Yes that’s right. This has been fixed until 2015 and naturally this 
amount will be eroded by inflation. As most people’s biggest asset is 
their home and yes house prices do rise as well as fall, more and more 
people will be drawn into the Inheritance Tax net. 
 
The nil rate band is effectively available to each of us not 
just once a lifetime, but once every seven years!  
 
So with careful planning and yes starting as early as practically possible, 
significant sums can be sheltered from Inheritance Tax. 
 
Inheritance Tax exemptions come in many different forms.  
 
Some exemptions are based on value, others on the relationship between 
the transferor and the transferee, still others on the nature of the 
transferee alone and some even on the circumstances of the transferor’s 
demise. 
 
Some exemptions have a general application, others apply only to 
lifetime transfers and others only to transfers made on death. 
 
 
 
So let’s go through life and look at when and how we can make use 
of these exemptions to legally avoid this pernicious tax. 
 
 
Let’s Get Married 
 
While most brides will be concerned about the wedding dress and other 
plans for the big day, marriage is also a great opportunity to tell the 
family that while it’s an expensive business getting married, it also 
provides a fantastic opportunity to do some Inheritance Tax planning. 
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Yes we can get Mum & Dad to pay for the wedding, but gifts made in 
consideration of marriage are exempt from Inheritance Tax up to the 
following limits: 
 
• Parents: £5,000 
• Grandparents, Great-Grandparents, etc: £2,500 
• Bride to Groom or Groom to Bride: £2,500 
• Other Donors: £1,000 

 
All of the above limits apply on an individual basis and the relationships 
referred to must be to one of the parties to the marriage. 
 
So the groom could receive £5,000 from each of his parents, plus 
£2,500 from each of his grandparents and £1,000 from all of his aunts 
and uncles and the bride could receive the same from her family. 
 
Suddenly an awful lot of cash has passed down a generation or two. 

Now might be a good time to set up a trust for when the tiny patter of 
baby feet comes along. 

It is certainly worth checking to ensure that you have a tax efficient will. 

 

Parenthood 

Yes once again it’s time to review the will. In the unlikely event of your 
early demise, how will you provide for your children and what form of 
trust would you set up? 

After that slightly morbid thought and on a more positive note, 
parenthood might just concentrate the mind to maybe put some money 
into a trust for your child or children to pay for their education - or 
simply to move wealth from your estate to theirs.  

You parents i.e. grandparents can also pass wealth down. 
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Adult Kids 

No matter how old you are your mother can and will tell you off but 
once you reach the age of 18 then this opens up all sorts of possibilities. 
Passing wealth under the age of 18 serves little purpose unless into a 
trust as the capital is deemed to be that of the parents 

Now might be a good time to talk about the annual exemption.  

The first £3,000 of any transfer of value in each tax year is exempt from 
Inheritance Tax and married couples each have an exemption. Further 
this exemption may be carried forward for one year, if not used in the 
previous year. 

So parents can pass £6,000 a year under the annual exemption and if not 
used the previous year, £12,000.  

It was and remains a particularly useful exemption and one I was keen 
to tell my parents about when I was an impoverished trainee accountant, 
though sadly this advice fell on deaf ears. 

 

Earlier I pointed out how the nil rate band can be used every seven 
years, so let’s look at how this could work.  

Assuming that no other transfers of value have been made, Old Posh 
and Old Becks each use their nil rate band and put £325,000 into a trust 
for their adult children on 5 April 2013.  

Each subsequent year they put in £6,000 using the annual exemption 
(see above) so that by 5 April 2020 the value of the trust has increased 
to £692,000. In actual fact it will be higher as the cap on the nil rate 
band comes off after 2015, but for ease I have ignored this. This 
£692,000 then drops off their Inheritance Tax Clock - and so this money 
has now passed tax free out of the estate. 

So pleased are they, that on 6 April 2020 in the next tax year they rinse 
and repeat. 
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If you are wealthy enough then lifetime transfers that are part of normal 
or habitual expenditure will also be exempt.  

This is both very useful as unlike the annual exemption there is no 
upper limit and it enables significant sums to pass through the 
generations.  

So long as the payments are regular, out of income and leave the donor 
with enough to live on then they will qualify.  

 

So Tarquin, who works in the city at Christmas and maybe Easter as 
well, gives Jeremy and Jemima his two children £25,000.  

As his annual salary is just shy of £1,000,000, this transfer is really 
petty cash and the wealth passes tax free. 

At a more modest level, because she can, Granny every month gives to 
her six grandchildren, who are all over 18, a cheque for £500.  

During one year £36,000 has passed out of her estate and potentially 
saved her £14,400 Inheritance tax.  

 

Grandchildren 

A theme might be developing here, but yes you guessed it - it’s time to 
review the will again.  

The key thing here is that you can now skip a generation to avoid two 
bites at your pot of wealth by HMRC.  

Say you pass £100K to your kids, who on in turn pass to their children - 
then we have two not one transfers of value. 

You may also want to consider setting up a trust so that the wealth 
passes to them when they reach the age of 18 or some later date. 
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Death 

Let’s assume that you have a valid will in place. If you don’t and you 
die intestate, then all sorts of complicated rules kick in - so if you do 
nothing else after reading this, at least make a will!  

All is not lost though - so long as all the beneficiaries are in agreement, 
you have up to two years to record in writing any variations. 

As indicated above, it may be useful to skip a generation, assuming that 
you don’t financially need to be a beneficiary. 

Generally, all gifts to charity are exempt from Inheritance Tax. This 
covers both outright gifts and transfers into a Charitable Trust.  
 
A charity is defined as ‘any body of persons established for charitable 
purposes only’. 

Equally the following are exempt from Inheritance Tax: 

• Gifts to Housing Associations 
• Gifts to National Bodies (eg British Museum) 
• Gifts to Political Parties - though they must have at least two 

elected members at the last General Election.  
So whilst leaving £1.000,000 to The Monster Raving Looney 
Party may seem no different to leaving it to one of the three 
main parties, sadly it will not attract tax relief. 

 

There is a complete exemption from any Inheritance Tax arising on 
the death of a person from wound, accident or disease contracted 
whilst on active military service. 
 
So you can begin to see that there really is no need to just roll over 
and let HMRC help themselves to 40% of your wealth.  
 
However Inheritance Tax law is constantly changing. This means that 
no one can be sure of having avoided the tax until they have gone to 
meet their maker. 
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So and I would say this wouldn’t I, in addition to taking professional 
advice when putting your plans into effect, you should also undertake a 
regular professional review to determine whether your planning 
remains effective. 
 
As much of the exposure to Inheritance tax comes from high property 
values, I will conclude with help on two areas where exposure is at its 
greatest.  
 
 
The Family Home 

The major stumbling block here is “the gift with reservation” 
provisions.  

Put simply you can’t give the house to your children or whoever and 
continue to enjoy the benefit of that asset.  

There are some measures with various pitfalls and degrees of 
complexity which could include: 

• Moving out the house and giving it away 
• Selling up and giving away the proceeds 
• Maximise the debt and give away the proceeds 
• Selling up and investing in assets that escape 

Inheritance Tax 
 

All have various merits, but possibly the simplest would be a sale at full 
market value to your children through a tax mitigation strategy.  

The benefits here are that: 

• It can be used for the family home 
• It transfers the value out of your estate to the next generation 
• No need for a Trust 
• Consideration is an IOU 
• Enables you to keep control of the asset 
• You can still live in the property 
• Low Risk tax avoidance scheme 
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All that is needed for this strategy to work is: 

• Married / Civil Partnership 
• Both parties to survive for at least seven years 
• Need to be reasonably cash liquid 

 
 

So imagine, excluding all other reliefs, that your family home is worth 
£1,000,000. 

Do you want to pay the taxman 40% on your death i.e. £400,000? 

Or do you want to pay 8% to pursue a tax mitigation strategy, pay 
£80,000 tax and pass an extra £320,000 to your children or 
grandchildren?  

Yes, there may be some Stamp Duty considerations to consider. 

 

Investment Property 

This strategy relies on survival of seven years, to create a PET.  

Where there is short life expectancy, please don’t assume that you must 
hold your hands up and pass wedges of hard earned cash to HMRC. 

Whilst this strategy will not work for the main home, if you have a large 
buy to let portfolio which will normally fall into Inheritance tax, then 
all is not lost.  

It is possible to obtain immediate 100% relief from Inheritance Tax, 
through the use of an Employee Ownership Trust.  

Again this will be a low risk strategy and the tax savings are 
considerable. 
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Summary 

So you can begin to see that there really is no need to just roll over and 
let HMRC help themselves to 40% of your wealth.  
 
Yes it requires careful planning - and yes it requires action.  
As a mentor of mine says, to know and not to do is not to know!  
 
Don’t complain when you end up paying 40% to HMRC. 
 
Beware though, Inheritance Tax law is constantly changing.  
 
So in conclusion - and I would say this wouldn’t I, in addition to taking 
professional advice when putting your plans into effect, you should also 
undertake a regular professional review to determine whether your 
planning remains effective. 
 
Good luck in keeping your wealth from HMRC and please, please don’t 
write a cheque for £1.8 million to HMRC. 
 
 
Iain 
 
Iain Wallis – Proven Tax Strategies For High Net Worth 
Individuals 
 
 
 
 
I hope you’ve found this report interesting and useful.  
 
If you want to make sure you avoid Inheritance Tax (or any 
other pernicious tax) - Please Contact Me:  
 

Iain@IainWallis.com	  	  


