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Better understand how IHT works

Appreciate the areas your financial adviser,  
might discuss

Plan, with your financial adviser how to mitigate 
an IHT liability
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The information in this document does not constitute advice and any actions arising should be done in conjunction with your adviser.
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Introduction

Without careful planning, much of your wealth could end up being lost in Inheritance Tax (IHT), rather than benefiting the people you care 
about most. Taking steps now can help make sure your legacy goes where you intend it to.

What is Inheritance Tax?

•	 Definition: IHT is a tax on the estate (property, money, and possessions) of someone who has died

•	 Threshold: IHT only applies if the estate exceeds a certain value, known as the nil rate band (NRB)

•	 Tax Rate: Standard IHT is 40% of the portion of the estate above the threshold

•	 Exemptions and Reliefs: Certain assets, such as those left to a husband, wife, civil partner or charity, are usually exempt from IHT 

•	 Nil Rate Band [NRB]: Value of assets not chargeable currently £325,000

•	 Transfer of NRB: Unused NRB can pass to a spouse/civil partner on death, taking the total potential NRB on death of the survivor to £650,000

•	 Residential Nil Rate Band (RNRB): If the couple owns a residential property, this has an exemption of a further £175,000 per owner when passed  
	 to a direct beneficiary 

•	 Unused RNRB can also transfer to the surviving spouse on death 

	 -	 For estates under £2m - couples could pass on up to £1m in assets to their beneficiaries without IHT 
	 -	 For net estate values over £2m – the RNRB will be tapered, at a withdrawal rate of £1 for every £2 over this threshold  

•	 Planning Opportunities: Effective planning can help reduce or even eliminate IHT liability, ensuring more of your wealth is passed on to loved ones



First spouse dies.  
All estate and nil rate bands pass to surviving spouse. No IHT to pay.

House/car/jewellery/investments with a price tag of £1.5M
Each spouse has a nil rate band of £325,000 plus residence nil rate band of £175,000

Second spouse dies.  
Total allowances are £325,000 x 2 plus £175,000 x 2 = £1m. £1m is passed to 2 children. 

£500,000 is subject to 40% IHT = £200,000 which is paid to HMRC. Remaining £300,000 passes to 2 children

Executor of the will pays the IHT. Tax is due within six months of the person’s death.
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An example of how Inheritance Tax works

How an estate worth £1.5m would be distributed for a married couple with 2 children.
Potentially higher returns than Cash – The Chesnara Life Onshore Investment Bond taken out by a Company may be a good alternative investment option  
if a Company holds a surplus amount of cash on deposit which is generating a low rate of return.

General tax planning – depending on the accounting standard adopted, the Bond may be used for general company tax planning.

Low Minimum Investment – The minimum investment into the Chesnara Life Onshore Investment Bond is £25,000. Top-ups of £500 or more can be made.

Investment Choice – The Chesnara Life Onshore Investment Bond provides access to an investment choice of over 3,800 funds (investment trusts, OEICs, 
unit trusts and ETFs) from more than 200 fund managers.

Corporation Tax deferral – Chesnara Life calculates the Tax liability, collects it from the Bond Cash Account and provides a 20% Tax Credit - which can 
be set against a Corporation Tax liability in the year the Investment Bond is fully surrendered or a part withdrawal takes place. Corporation Tax would  
be payable on the full surrender or on a part withdrawal from the Bond.

Tax Free Changes – Changes to investment strategy can be implemented without a tax implication.

Multi-life facility – The Chesnara Life Onshore Investment Bond can accommodate up to 10 Lives Assured - unless the Bond is fully surrendered, it will contin-
ue until the death of the last surviving life assured.

Loan Collateral – The Chesnara Life Onshore Investment Bond can be assigned as security for a loan if funding is required.

Simple Administration – Chesnara Life retain responsibility for ongoing Bond taxation and provide comprehensive six monthly Reports, providing a clear 
picture of the charges and deductions which apply.



What your adviser might discuss
There are lots of things to consider with regards to Inheritance Tax, which your adviser may discuss with you. 
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Frequently Asked Questions



There are many things to consider when planning how best to leave a legacy to those who you would like to benefit.

It is important to consider what is the right course of action for you, based on your circumstances.

The impact of taxation (and any tax reliefs) depends on your individual circumstances. 

The information contained in this Guide is based on our understanding and interpretation of current UK tax law and HM Revenue & Customs practice as at April 2025.  Tax 
law and practice may change in the future.

 
Accessibility

If you need any of this information in any other format please give us a call. This includes large print, braille or audio.

There are also lots of other options available to help you communicate with us. Some of these are provided by third parties who are responsible for the service. These include a 
Text Relay Service and a British Sign Language (BSL) Video Relay Service. To find out more please get in touch.

 
For professional advisers for use with clients.

The value of investments can go down as well as up, meaning investors may not get back the amount of their original investment.

Most investments should be viewed as a medium to long term commitment.

All projection figures shown in this presentation are examples only and are not guaranteed. They are not minimum or maximum amounts.

The impact of taxation (and any tax reliefs) depends on an investors individual circumstances. The information contained in this Guide is based on our understanding and 
interpretation of current UK tax law and HM Revenue & Customs practice as at November 2024. Tax law and practice may change in the future.
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IMPORTANT INFORMATION

Chesnara Life (UK) Ltd is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Our 
Financial Services Register number is 133435 and our registered office is at : 2nd floor, 33-34 Winckley Square, Preston, Lancashire, PR1 3JJ, United Kingdom. Registered in 
England number 88695.

CHE1062 226-1062  02/26
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