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Inheritance lax Guide — “oZill

e Better understand how IHT works

e Appreciate the areas your financial adviser, might discuss
® Plan, with your financial adviser how to mitigate an
IHT liability

" ..

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?

o 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

o 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

o 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

o 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

o 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
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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.

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

First spouse dies.

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

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

< Back

Executor of the will pays the IHT. Tax is due within six months of the person’s death.
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Spending your money )

Giving money away >
The 7 year rule on >
lifetime gifts
Exempt gifts >
Pensions >
Having a Will >
Setting up Trusts >
Life insurance >
A deed of variation >
Business, Woodland,
Heritage and >
Farm Relief

< Back

What your adviser might discuss

There are lots of things to consider with regards to Inheritance Tax, which your adviser may discuss with you.

Spending your money

If your estate is likely to be over the Inheritance Tax

threshold, you're already leaving a significant legacy behind.

Rather than lose money to tax, consider spending some
on yourself. People often choose to see the world or enjoy
once-in-a-lifetime experiences.

)\(((O
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Frequently Asked Questions

The basics >

Exemptions and reliefs >

The basics

What is Inheritance Tax?

Planning tips > Inheritance Tax (IHT) is a tax on the estate (property, money, and possessions) of someone who has died.

Who pays Inheritance Tax?

The deceased’s estate usually pays the tax before distributing assets to beneficiaries. Executors or administrators
handle this.

How does someone report and pay Inheritance Tax?

The executor must submit a form entitled IHT400 to HMRC. Payment is usually due within six months of the death,
and late payments may incur interest charges. In some cases, the tax can be paid in instalments — if the estate
contains property and certain other assets.

What is the current Inheritance Tax threshold?

As of 2025, the Inheritance Tax threshold (nil rate band) is £325,000. Estates valued below this amount typically
owe no HT.

What is the Inheritance Tax rate?

The standard IHT rate is 40% on the portion of the estate above the £325,000 threshold
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IMPORTANT INFORMATION

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 a different format, please let us know. This includes large print, braille, or audio. You can speak to us using the live chat on our website, by visiting one
of our branches, or by giving us a call.

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. You can also visit: hsbc.co.uk/accessibility or: hsbc.co.uk/contact.

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.

HSBC Life (UK) Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Registered in England
(United Kingdom) number 00088695. Registered Office: 8 Canada Square, London E14 5HQ. Our Financial Services Register number is 133435. HSBC Life (UK) Limited is a member of the
Association of British Insurers.

Version: 1 June 2025
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