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What to expect from this guide

This short guide should get you started on the road to successfully 

planning for, and managing, the financial challenges that come 

with raising a family. However, please note that it is intended  

to be an introduction to some key areas that can quickly get more 

complicated and detailed in practice. Also bear in mind that  

any solution needs to be tailored to you and your family’s unique 

circumstances. If, having read our guide, you would like to find  

out more – for example about how to save and invest tax-effectively 

to meet education costs – then please contact one of our Advisers or 

email info@killik.com.

mailto:info%40killik.com?subject=
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How to save, plan and invest for your family (2022 – 2023)

The big picture – lifetime savings goals 

We believe that most of us have two life goals: to live well and  

to leave a good legacy for future generations. In that context, 

investing can be seen as a huge enabler. Specifically, it can deliver  

four benefits:

•  CHOICE |  the ability to, say, fund a private education or cover 

university costs

•  INDEPENDENCE |  setting yourself up and helping your children  

to achieve financial autonomy

•  SECURIT Y |  as parents you want to be confident that you can 

afford to stop working and retire

•  PEACE OF MIND |  the satisfaction that comes from securely 

passing on your hard-earned wealth.

So, how can we convert these four objectives into a tangible plan  

of action when it comes to saving and investing for a family? 

As a starting point, we need to think about how you will build three 

distinct pots of wealth:

1. A rainy-day fund

 Every family should aim to have a cash-based emergency fund 

set up that will travel with them and provide cover in the face  

of redundancy, illness or the roof suddenly leaking

2. Lifetime savings

 Financial freedom is truly achieved at the point where  

we are no longer dependent on an employer for our income.  

Lifetime savings, accumulated carefully over decades,  

are the key to enjoying a fulfilling and secure retirement  

and also minimising the risk that you become a financial  

burden for your children
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3. Foreseeable calls on capital

 Parents need to build sums that will fund a number of specific 

goals. The timing of these can often be predicted, with the 

amount involved then estimated using sensible assumptions. 

Commitments may include funding the early years of childcare, 

during which one partner or spouse may not be working, 

paying for school and university and later helping children  

to buy a first car or home.

A model for managing your money

Identifying your personal milestones

The rest of this guide is all about understanding the costs that  

may be involved at each key stage of raising children and also 

thinking about how you will meet them. In this introductory guide, 

we assume little or no prior knowledge. If, having read this guide, 

you would like to find out more, please contact one of our Advisers 

or email info@killik.com. 

Rainy day 
money

Foreseeable 
call on 

capital 1

Foreseeable 
call on 

capital 2

Now

Foreseeable 
call on 

capital n

Lifetime
savings

Post-workForeseeable calls on capital
Predictable cash requirements
e.g. educating children, clearing mortgage

Funding life 
after work 

Everyday 
emergencies

mailto:info%40killik.com?subject=
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The early years

Pre-school costs

Children are a great joy but they can also be a substantial expense. 

During the early years, a timeline looks something like this for  

most young families:

Examples of financial help available from birth to school

Maternity and paternity leave

Working couples planning children should find out early what 

provision their employer makes for paid maternity and paternity 

leave as some are more generous than others. Decisions need to be 

made about how much time, paid or unpaid, both a mother and 

father want to take off during the very early days. Working parents 

may also want to consider whether they will return to full-time work 

immediately after taking maternity or paternity leave – again, 

employer flexibility on this can vary.

Key help

Childcare tax credits
Tax-free childcare

Key help

State assistance
kicks in at 3+

1–3
years

Nursery
or nanny

3–4
years

Pre-school

4–5+
years

School

0–1
years

Maternity and
paternity leave
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Nursery, childminder or nanny?

If you are a couple and you both intend to work, you will need to find 

childcare during working hours. You may be able to organise family 

help, perhaps from grandparents and/or siblings. However for many 

couples this may not be possible, in which case be prepared for the 

potential costs of funding professional childcare. Here is a summary 

of the weekly cost based on recent Money Advice Service estimates:

Summary of weekly cost of professional childcare

(assumes 25 hours per week of care for one child  

aged under two)

Full-time day nursery UK average £138 (London £180)

Registered childminder UK average £118 (London £164)

Part-time nanny £250-400 plus tax/NI and board (live-in)

Au-pair Up to £100 per week (“pocket money”) 

plus board

Bear in mind that once your children reach school age (usually at 

age 4 or 5 depending on their month of birth), they may be off your 

hands during school hours but you still need to make provision for 

pre and post-school hours as well as the holidays. School clubs can 

offer a constructive solution during term time, but with at least  

12 weeks holiday time to address, which is almost three times  

more than the holiday of many working parents, other solutions 

need to be considered.

Fortunately there is some State help available to meet these various 

costs, which we will look at in the coming chapters.
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The early years
The return to work

One of the bigger decisions facing couples with young children  

is whether both partners should return to work and if so, on what 

basis. There are many factors involved in this decision, including:

• Career stage, ambition and prospects

• Personal satisfaction from work

• The extent to which one, or either, partner wants to be  

a full-time parent

• The availability of support from family and/or friends.

But there is one other big one too – money.

As we have just seen, childcare provided outside of family and  

friends is expensive. So much so, that according to our estimates you 

would need to be earning well above the average UK wage in order 

to simply breakeven once you factor in nursery costs for two children, 

travel and a pension contribution. That is something of a challenge 

for many given that the median full-time wage in the UK is just over 

£30,000. Even someone earning £50,000 may not have a lot left to 

spend on themselves.
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Getting this balance right can be a financial headache for many 

couples even once they have overcome the psychological barrier 

they may feel when it comes to ‘outsourcing’ the care of their 

children to someone else. That is why this is one of the issues that is 

well worth discussing early to ensure that everyone involved is in 

agreement and that you give yourselves time to find the type of care 

that will suit you best.

One piece of good news is that the State does offer some financial 

assistance during the early years of your child’s life. We will take a 

quick look at that in the next section. 

“You would need to be earning well 

above the national average wage of 

£30,000 in order to simply 

breakeven once you factor in 

nursery costs for two children, 

travel and a pension contribution.”
(Tim Bennett)
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The early years
Government help

The UK is not especially generous when it comes to State support  

for families with young children. That caveat aside, it is good to 

understand what help you can expect to receive. Bear in mind that 

the rules are subject to constant change which can make working  

out your entitlement and then claiming it, complicated –  

for further information and help, we recommend visiting the 

following websites as a starting point:

 1. gov.uk/browse/childcare-parenting/financial-help-children

2. gov.uk/help-with-childcare-costs

Tax credits

There are several variants here, including the ‘childcare element  

of the Working Tax Credit’, aimed at parents in work, and the 

‘childcare element of universal credit’ largely aimed at those who  

are not.

The qualification criteria in each case are complex and linked to 

your income, other benefits, and how much childcare you need. 

However, there are three other types of support that are available to 

parents regardless of income: childcare vouchers, tax-free childcare 

and pre-school assistance. 

Childcare vouchers

This scheme which, although closed to new applicants from October 

2018, remains in place for existing scheme members, and uses the 

salary sacrifice principles that also applies to pension contributions 

and certain other costs. In essence this allowed you to get a pre-tax 

(gross) benefit for its post-tax (net) cost. As such, you may have 

bought vouchers from your income up to a maximum limit of £243 

http://gov.uk/browse/childcare-parenting/financial-help-children
https://www.gov.uk/help-with-childcare-costs
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per month (for a basic rate taxpayer) that can still be put towards the 

cost of registered care for a child aged up to 15. This can include 

registered nurseries and childminders.

So for example you may still be sacrificing £1,000 in salary under this 

scheme as an existing member. Let us assume that after tax and national 

insurance costs that would equate to £700 in your hand (net); that is the 

cost to you but you would still receive £1,000 worth of vouchers.

Tax-free childcare scheme

A new Tax-Free Childcare Scheme replaced vouchers in 2018. It 

allows parents with children aged under 12 to get 20% of their 

childcare costs paid by the government, capped at £500 every three 

months, or £2,000 per year, for each child. To qualify, each parent 

must earn no more than £100,000 per year on an employed or self-

employed basis. This scheme cannot be used alongside an existing 

childcare vouchers scheme or by anyone claiming Working Tax 

Credit, Child Tax Credit or Universal Credit. For more information 

about this scheme, please go to:

www.gov.uk/tax-free-childcare

Pre-school assistance

Once your child reaches age 3–4 (and in some special cases, age 2) 

you can claim free childcare from the State subject to certain 

conditions. This is capped at 570 hours per year, which is usually 

taken as 15 hours per week spread over at least three days per week 

during term time, or 11 hours per week if taken over the whole year. 

Again, it can be used at registered nurseries, pre-schools and/or with 

childminders.

The number of hours rises to 30 for some parents, subject to them 

meeting the criteria, one of which is that neither of them earns more 

than £100,000 per year. 
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£325,600 £629,300
The average cost of a  
14-year day-school education  

The average cost of a 14-year  
education, boarding from 13 

Paying for education
The cost of private schooling

Education costs for families that take the private school route  

can easily end up as one of their biggest lifetime costs, exceeding  

in many cases even the cost of the family home. For a full insight  

into this, please talk to an Adviser. In the meantime, here is an 

overview.

The cost keeps climbing

Our last Private Education Index revealed that, according to the 

Centre for Economics and Business Research (Cebr) the increase in 

the cost of a year at a private day school is rising at well above the 

rate of general inflation. They put the cost of a 14-year day school 

education, at around £325,600. If a child boards instead from the 

age of 13, that average cost rises to £629,300.

Cebr predicted cost of private education (2019)
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To put that in context, average private school fees consume around 

39% of a doctor’s salary and 65% of an accountant’s, with those 

percentages projected to hit 45% and 74% by 2032. And that is before 

fully factoring in ‘extras’ such as holidays, specific equipment and 

trips – for these the Cebr suggest you add another £3,300 per year.  

So what can anxious parents do about it?

Ways to pay

There are a number of ways that parents can plan for, or even reduce, 

the cost of a private education rather than relying on a ‘pay-as-you-go’ 

approach, directly from their income. Please contact an Adviser if 

you would like to discuss any of them in more detail.

•  CHOOSE NOT TO GO PRIVATE ALL THE WAY

The decision to educate children via the State system or privately 

is a personal one. However, if you are able to defer a private 

education then the costs drop. For example, the CEBR estimated 

pre-pandemic that should a child enter the private system aged 8, 

rather than aged 5, a family could save £63,500 on average. This 

rises to £117,900 if they waited until age 11 (i.e. secondary school)

•  CONSIDER PAYING IN ADVANCE

Some private schools allow parents to pay fees up front in return 

for a discount on the total cost. In effect this discount represents 

some or all of the investment return the school is able to make  

on the money, taking advantage of its charitable status to avoid 

paying tax on it
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•  USE YOUR PENSION

Private pension rules allow you to access a tax-free lump sum  

of up to 25% of the total value of the fund, currently from the 

age of 55. Whilst this will come too late for many parents it may 

help those who have joined the increasing ranks of older parents, 

however you should seek advice before taking this route to 

ensure that it is suitable and will not adversely affect your own 

retirement

•  JUNIOR ISAS

Please see page 20 for more

•  OFFSHORE BONDS

For some higher rate and additional-rate tax payers in particular, 

offshore bonds, an investment wrapper that allows parents to 

control when they pay tax, may represent a tax-efficient way of 

paying for education costs. However, before considering these 

products you should take appropriate advice from a qualified 

professional adviser on the structure and likely tax treatment 

as this can vary according to your personal circumstances and 

may be subject to future change

•  TRUSTS

Please see page 26 for more.
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Paying for education
The university challenge

The opportunity to study for a degree is open to more people than 

ever, however the cost of doing so continues to mount. The issue for 

many parents is whether or not they should contribute to the total 

cost and if so, how they can best do so. 

A growing challenge

The Cebr painted a sobering picture of university costs in its last study. 

• Tuition fees are up to £9,250 per year for full-time study

• Coupled with living costs, a three-year course could cost  

on average around £65,000

• The total cost of a four-year course could come to around £86,000.

Many parents worry about the size of the financial burden that these 

costs impose on children, so what are the options when it comes  

to funding university?

Student loans

Student loans are means-tested using total household income, which 

in turn is driven by what parents earn. The maximum amount  

a student can borrow for tuition is capped at £9,250 per year  

(i.e. the most universities are currently allowed to charge) and 

£12,667 for maintenance, assuming they live away from home, in 

London, and their parents’ income qualifies. Examples of what you 

should be able to borrow can be found at the following website:

gov.uk/student-finance-calculator

http://gov.uk/student-finance-calculator
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The good news is that this loan does not have to be repaid until a 

student starts earning an income after graduation, however interest 

accrues from the moment the loan is taken out at the rate of inflation 

+ 3% whilst they are studying, and anywhere between inflation (RPI) 

and inflation + 3% on graduation, depending on annual earnings. 

The capital amount is repaid at a rate of 9p in every £1 earned above 

an income ceiling set by the government. This leads to two potential 

conclusions:

• For low-earning graduates a student loan makes sense as they may 

never have to repay it out of income

• For higher-earning graduates a student loan will put a dent in their 

earnings for some years post-graduation once capital and interest are 

factored in. Parents who can afford to help may therefore wish to do 

so on purely financial grounds from a family perspective.

Parental help

There are several ways a parent can help at this stage.

•  PAY-AS-YOU-GO SUPPORT FROM EARNED INCOME  |  The cost  

of this approach depends on how much help parents want to offer. 

For example some may prefer to cover all costs – tuition and 

maintenance – so that no loans are required. Others may prefer 

to supplement a student loan up to what they feel is a reasonable 

‘cost of living’ level in total, perhaps by making sure that board 

and lodging are at least funded. This sort of support is, somewhat 

contentiously, implied by the household income test for 

maintenance loans. Either way most parents will want to 

encourage their children to find paid work during the holidays  

and/or at weekends to help meet the total cost and introduce  

a bit of financial discipline into student living

•  LUMP SUM SUPPORT  | Another option is to save a lump sum in 

advance with a view to then liquidating it either to draw off regular capital 

sums for university costs and/or draw down income for the same purpose.  
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Alternatively, a parent may prefer to save in advance for a lump  

sum that will allow their children to get onto the property ladder  

by the time of their graduation, on the basis that provided they  

earn a decent post-graduation income they will eventually clear  

their student loan but may struggle to also save a deposit for a  

first property.

Tax-effective saving

Parents looking to save on behalf of their children have several 

options open to them, including:

•  A STANDARD ISA  | The amount that can be saved per year and 

then earmarked for children is £20,000 per parent from 6th April 

2022 (and includes the annual Lifetime ISA – see below)

•  A JUNIOR ISA  | This allows a parent (or anyone else, via a parent) to 

save up to £9,000 on behalf of a child in 2022/2023 (see also page 20)

•  A LIFETIME ISA  | Whilst not available to pay university costs 

this product allows young people aged 18–39 to start saving for  

a property deposit or their own retirement. Parents could also 

consider contributing on behalf of their children – the current 

annual maximum investment is £4,000 plus a government bonus. 

We take a more detailed look at the pros and cons on page 22

•  PENSION TAX-FREE SUMS  | A parent may wish to maximise the 

amount they save into a pension (subject to annual limits)  

with a view to drawing out up to 25% of the fund as a tax-free 

lump sum (from the age of 55) which could, depending on their 

personal circumstances, be put towards either the cost of 

university or a deposit on a first home.

For more information about any of these options, and to discuss 

others that may be relevant, please contact an Adviser. 
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Giving children a head start

According to the government, many girls and boys being born today 

will live, on average, to 100. Along the way they will enjoy huge 

opportunities in terms of education, career flexibility and the ability 

to engage with a global community.

However, in order to fully exploit these opportunities they will need 

support. That is because some of the tailwinds that previous 

generations may have taken for granted – defined benefit pensions, 

an expanding welfare State, multiple house price booms and  

a subsidised university education – are being consigned to history.

Fortunately there is plenty that parents and grandparents can do to 

support younger generations and help them to achieve their goals. 

In this section we will look at four – the Junior ISA, the Lifetime ISA, 

the Junior Self-Invested Personal Pension (Junior SIPP) and the Bare 

Trust. This is not an exhaustive list of all the ways you can help, so 

please do contact an Adviser to discuss others.

Junior ISAs (JISA)

These work in a very similar way to their adult counterparts except 

that they are a savings vehicle for children. Here is a summary:

• Although a parent has to open the account, anyone can then 

contribute on behalf of a child or grandchild provided the  

total does not breach the annual limit of £9,000 in 2022/23

• A wide range of investments and/or cash can be held within  

a JISA, with any income or gains accruing free of tax within  

the wrapper

• The account is managed by a parent until the child reaches  

16, whereby the child is then able to control their investment 

decision; from the age of 18, they have complete control over  

the account itself and can withdraw money should they wish
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• A JISA can be opened by a parent alongside their own standard 

adult ISA

• The key benefits of this product are the flexibility in terms of 

who can contribute to it and the wide range of investments that 

can be held within the wrapper, tax-free. The chart below shows 

the potential power of compound tax-free growth.

Some parents will hesitate at the fact that their child will receive full 

control of the account once they turn 18. For anyone wanting to lock 

money up for longer, in a way that will still benefit their children, 

there are other options, one of which is the Junior SIPP (see page 23). 

£0

£50,000

£100,000

£150,000

£200,000

£250,000

8% growth5% growth2% growth

£131,000
£175,000

£236,000
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POTENTIAL GROWTH RATE*

Cash/Capital paid in Potential growth

An example – potential growth of a junior ISA over 18 years 

£500 invested monthly

* The growth rates used above are for illustration only and are not 
guaranteed. With all stock market investment there is a risk that you could  
lose some, or all, of your capital.
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The lifetime ISA (LISA)

Another option is the LISA. However, these are more complicated 

than standard ISAs. From the age of 18–39, anyone can open a LISA 

alongside or instead of a standard adult ISA, with contributions 

possible until the age of 49. Anyone else can contribute too although 

the money must be paid into a LISA via the account holder.

Provided the funds are subsequently used to fund retirement  

(from the age of 60) or the money is put towards the purchase of a 

first home (up to the value of £450,000), a LISA comes with an 

additional government bonus of 25%, topping up your savings with 

a maximum of £1,000 per annum depending on the amount invested. 

Should the money be removed for any other reason (other than 

death or terminal illness), a penalty applies which equates to 25%  

of the account’s total value or value withdrawn. Furthermore,  

anyone investing via a LISA should bear in mind that saving for a 

property in the short-term demands a relatively cautious cash-based 

investment strategy compared to building your lifetime savings for 

life after work over a much longer time horizon. 

For these reasons, LISAs need to be well understood and carefully 

weighed up alongside standard ISAs and personal pensions.  

An Adviser will be happy to discuss this type of account and offer 

further guidance should you wish to find out more.
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The Junior Self Invested Personal Pension (Junior SIPP)

One of the biggest challenges facing young people today is how they 

will afford life after work. State Pensions are not guaranteed and are 

already under attack from the government. Meanwhile, final salary 

schemes are being rapidly phased out by companies and it is not yet 

clear how quickly employers will adapt to workers wanting to stay in 

employment longer in order to defer their leaving date. 

The good news is that parents and grandparents who can afford to 

do so have an opportunity to give children a huge head start – one 

way of doing so is via a Junior SIPP. An Adviser can give you the full 

details on these, but in summary:

• Like a JISA, anyone can contribute and then invest on behalf  

of a child or grandchild provided the total paid in does not,  

in most cases, breach the annual limit of £3,600 gross (£2,880 

net) in 2022/23. Of this, 20% comes from the government as tax 

relief, so every 80p paid in becomes £1 invested

• A wide range of investments and/or cash can be held within  

a Junior SIPP with any income or gains accruing free of tax 

within the wrapper

• The funds within the account cannot be touched until the 

minimum retirement age, currently 55 (rising to 57 in 2028),  

at which point the beneficiary has the same choices as any  

other retiree

• A Junior SIPP can be opened in addition to a parent’s  

standard SIPP

• Note: for anyone other than the policyholder, a contribution 

constitutes a gift for Inheritance Tax purposes (see also page 31).
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So the key benefits of this product are the upfront tax relief, the 

flexibility in terms of who can contribute to it and the wide range of 

investments that can be held within the wrapper, tax-free.  

The obvious downside is the fact that the funds are locked away for  

a long time and in the interim, there is always the possibility that the 

government will change the rules.

The chart below reflects the potential power of compound tax-free 

growth within a Junior SIPP for the first 18 years of a child’s life.

An example of potential growth with a junior SIPP over 18 years

£240 invested monthly (+20% tax relief after 18 years)

£0

£40,000

£80,000

£120,000

£160,000

£200,000

8% growth5% growth2% growth

V
A

LU
E

 O
F

 J
U

N
IO

R
 S

IP
P

POTENTIAL GROWTH RATE*

Cash/Capital paid in Potential growth

£78,000

£105,000

£144,000

* The growth rates used above are for illustration only and are not 
guaranteed. With all stock market investment there is a risk that you could  
lose some, or all, of your capital.
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Were you to then stop paying in and assuming the fund compounded 

at the middle rate of 5% (chosen purely for illustration – you may 

achieve less than this) these amounts could grow as follows:

An example of potential growth of a junior SIPP from 18  

over 40 years (with figures from previous graph)

5% 5% 5%

Amount now £78,000 £105,000 £144,000

After 40 years £549,000 £739,000 £1,014,000

Whilst no-one can predict what these amounts will be worth in real 

(post-inflation) terms with any certainty, nor guarantee any of these 

growth rates, or predict what will happen to pensions legislation 

over the long-term, the potential to build a very decent head start for 

any child or grandchild is obvious nonetheless.
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How trusts can help to protect family assets

Trusts can be a useful way to protect assets whilst arranging for them 

to be passed on between generations within a family in a tax-efficient 

manner. For parents and/or grandparents who have either exhausted 

their Junior ISA and Junior SIPP options, or who need a different 

sort of planning solution that may benefit multiple family members, 

trusts can be useful. However, they can quickly also get complicated 

and setting them up correctly is vital if they are to be fully effective. 

So if having read this short summary, you would like to know more, 

please contact an Adviser who can talk you through our specialist 

Tax and Trustee Services.

Basic principles

Trusts are one of the oldest forms of legal arrangement. The basic 

structure is straightforward and involves three parties as follows:

Three key parties involved in a trust

The assets passed into trust by the settlor can be almost anything, 

from property to investments or art and antiques. There is nothing 

to stop the ‘settlor’ – who might be a parent – then becoming one of 

the ‘trustees’ who will manage the property within the trust according 

to the Trust Deed. The idea is that these assets are held in trust and 

protected for the ultimate benefit of a ‘beneficiary’, say a child or 

grandchild.

Settlor Trustee Beneficiary
Passes assets  
into trust

Manages the  
assets as per  
the Trust Deed

Benefits from  
the assets
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Why set one up?

There are many situations where trusts can be helpful:

• Funds are earmarked for a beneficiary that may not have full 

legal capacity through age and/or disability and/or vulnerability

• A parent wants to earmark and protect assets  

(e.g. for the benefit of a child beyond the age of 18)

• Someone remarries and wants to prioritise their own children on 

death in a will

• The benefit of an asset is to be split so that, for example,  

a spouse receives income from it during their lifetime but 

children are the ultimate beneficiaries.

Trust types

There are two basic types, depending on whether the aim is to 

benefit a specified beneficiary or flexible and/or multiple 

beneficiaries who may have different interests in the trust property.

How to weigh up the right trust for your needs

Who will the 
Trust benefit?

A fixed 
beneficiary?

Flexible
beneficiaries?

Unborn children
Children with different needs 

Spouse and children

Bare/
absolute Trust 

may be best

IIP*/Discretionary 
Trust may 

work better

* IIP= Interest In Possession.
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Basic tax considerations

Although the tax treatment of trusts varies, here is an outline of one 

scenario that could involve a trust and help to reduce tax on the settlor:

Two grandparents with surplus capital might want to pass it on  

by helping a two-year old grandchild with their university education 

in 16 years’ time (note that there are anti-avoidance rules out there 

for bare trusts settled by parents).

A possible solution could be a bare trust, whereby:

• The grandparents can transfer assets into a bare trust

• The amount settled into trust should fall outside of their estate after 

seven years for IHT purposes, reducing the tax bill on their death

• Any income or capital gains arising from the trust assets  

are taxed at the child’s marginal tax rates once that child’s  

tax allowances have been used up

• The grandchild will become entitled to the funds within  

the trust aged 18

• Capital can be advanced earlier by the trustees for specified 

purposes such as to cover healthcare costs or maintenance.

Key decisions

Setting up trusts properly, especially discretionary trusts, requires care 

and some key decisions, including:

• Who will benefit and when? The right trust structure needs  

to be chosen and the trust deed then executed properly

• Who will act as trustee? It is important to appoint people  

who understand the responsibilities that come with the  

position and are of an appropriate age – a professional may  

be used as sole, or joint, trustee.

Once the trust is established it should be regularly reviewed to 

ensure that the original trust deed (e.g. where included in a will)  

is still appropriate. 
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Legacy planning
The importance of a will

Most of us avoid the thought of our own demise, which may explain 

why not enough of us have made a will – according to some estimates, 

as many as two thirds of the population are without one.  

This is a risky oversight, particularly once you have dependents such 

as a spouse and children for the following reasons:

• Your assets may not end up where you would want them  

on death

• Your family could face big administrative and financial 

headaches when you die

• You may end up leaving a big Inheritance Tax bill on your  

‘death estate’.

We will return to tax in the last chapter of this guide but here we will 

take on what could happen to your assets on death if you die 

‘intestate’ i.e. without a will. In effect, the law takes over; if you have 

a spouse or civil partner and no children, then the remaining spouse 

or partner usually inherits the whole estate. However if there are 

surviving children, grandchildren or great grandchildren and the 

estate is worth more than £270,000 on death, a partner or spouse will 

inherit the following:

• All the personal property and belongings of the deceased person

• The first £270,000 of the estate

• Half of the remainder.
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Should someone die intestate with no spouse and/or children  

then the law prescribes the order in which any inheritance  

occurs as follows:

1. Parents

2. Siblings

3.  Grandparents

4. Uncles/Aunts

5. The Crown.

What can go wrong?

These intestacy rules could create any number of problems.

•  EXAMPLE 1 

A man has two children with his first wife, then divorces her 

before having a child with his new co-habitee and then dies.  

His first ex-wife and his new non-civil partner may get nothing 

and the estate may be split evenly between his surviving children 

•  EXAMPLE 2 

One of two close brothers dies with no spouse or children  

and without a will. The estranged father to the two brothers  

may inherit first with the remaining brother receiving nothing 

•  EXAMPLE 3 

A man dies with no close living relatives and no will.  

His whole estate could end up in the hands of the Crown and if 

so, close friends or professional carers may end up with nothing.

If you would like to know more about how to set up a will, please 

speak to one of our Advisers about our dedicated Wills Service.
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Inheritance Tax overview

“Tis impossible to be sure of anything but death and taxes” said 

Christopher Bullock, the Cobbler of Preston, in 1716. Inheritance 

Tax (IHT) rather unfortunately combines the two problems. So what 

are the basic mechanics and reliefs?

The nuts and bolts

Inheritance Tax is levied at a flat 40% on your total ‘death estate’, 

above the nil rate band, – that is all of the assets (such as property 

and investments) minus outstanding liabilities, such as debt, that 

you leave behind on death.

Usually you have six months from the date of death as the executor 

of the deceased (the person appointed to deal with the death estate 

and matters of probate) to settle the bill, although this can be 

extended in certain circumstances where, for example, property 

needs to be sold.

Given the high rate at which this tax is levied on a death estate, it is 

worth being aware of the key exemptions. What follows is just a 

short summary – an Adviser will be able to take you through these 

and others in more detail.
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Key standard exemptions

In 2022/23, the first £325,000 of your death estate is still free of 

Inheritance Tax, with a further £175,000 available specifically for 

your main property / main home under the Residence Nil Rate Band 

rule (see page 33). So, with a bit of planning, a married couple or 

civil partnership can exempt up to £1,000,000 because each person 

can transfer assets and any unused tax-free band to their spouse or 

civil partner on death. Beyond that the following are worth noting as 

a way of reducing a death estate before or on death:

• Most outright gifts of any size made more than seven years prior 

to death may escape IHT under the ‘potentially exempt transfer’ 

(PET) rule

• Regular gifts made out of income escape immediately as well, 

subject to certain tests.

Other tax-free gifts

• Annual gifts of up to £3,000, separate individual gifts of up  

to £250 to any number of different persons and marriage gifts, 

subject to certain limits

• Gifts to political parties and charities

• Gifts in considerations of marriage (limits apply).

Business relief

Entrepreneurs, or anyone who invests in unlisted companies, should 

also be aware of Business Relief (BR), which applies at a rate of up  

to 100% on qualifying businesses, interests in such businesses, or 

shares in unlisted companies provided the deceased owned the 

assets in question for at least two years prior to death. Once again 

there are conditions attached to this relief so do ask for further 

advice if you think this may be relevant. The overall effect is to 

remove assets to which the relief applies from a deceased person’s 

death estate.
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Residence nil rate band

The Residence Nil Rate Band increases the basic exempt amount of 

£325,000. Here is a short summary:

• The new relief became available if a death occurred on or after  

6th April 2017

• Applies only to a home (as nominated, if more than one)  

or a share thereof

• The total estate must not exceed £2m to fully qualify for  

the new relief

• Property must be inherited by a direct descendant, or 

descendants e.g. a child/children or grandchild/grandchildren.

The impact, for those who qualify, was to increase the exempt 

amount of a death estate by £125,000 in 2018/19 and thereafter in 

annual increments of a further £25,000 up to £175,000 in 2020/21  

(at which point the total individual exemption became £500,000,  

including a main home). For 2022/2023, the extra exemption is the 

full £175,000.

ISAs and personal pensions

It is worth noting that the Inheritance Tax treatment of these  

tax-efficient savings vehicles differs under the current rules. Whilst 

ISAs do form part of a Death Estate for IHT purposes, personal 

pensions, such as SIPPs, generally do not. This creates some planning 

opportunities in terms of how retirement assets are drawn down.

Other ways to reduce the IHT burden

This guide has outlined some of the more obvious ways in which 

you can reduce a death estate for IHT purposes. Furthermore it 

should not be taken as tax advice; to discuss your circumstances and 

how you may be able to reduce IHT, or to find out more about any  

of the points raised above, please contact an Adviser. 

 



34

How to save, plan and invest for your family (2022 – 2023)

Other guides in this series

A Reminder for Readers
Nothing in this guide should be construed as investment advice, financial advice, tax advice or as comment  
on the suitability of any investment or investment service. Please do remember that we are an investment 
company. The commentary you will find in this guide is for information only; it is not intended as research  
or a recommendation suitable to your individual circumstance. Please do seek advice before acting. As is the  
very nature of investing, there are inherent risks and the value of your investments will both rise and fall over 
time. Please do not assume that past performance will repeat itself and you must be comfortable in the knowledge 
that you may receive less than you originally invested. Also please note that all financial advice must be tailored  
to your personal circumstances and tax situation.

https://www.killik.com/how-to-invest-in-equities/
https://www.killik.com/how-to-save-and-invest-tax-efficiently/
https://www.killik.com/how-to-build-a-retirement-fund/
https://www.killik.com/how-to-plan-for-later-life/
https://www.killik.com/how-to-generate-an-income-in-retirement/
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Locations

Mayfair

46 Grosvenor Street 

London, W1K 3HN 

Tel: 020 7337 0777 

info@killik.com

Northcote Road

125D Northcote Road 

London, SW11 6PS

Tel: 020 7337 0455

northcoteroad@killik.com

Chelsea

45 Cadogan Street 

London, SW3 2QJ 

Tel: 020 7337 0590 

chelsea@killik.com

Richmond

2 Paradise Road 

Surrey, TW9 1SE 

Tel: 020 8948 7337 

richmond@killik.com

Esher

9 Esher High Street 

Surrey, KT10 9RL 

Tel: 01372 464 877 

esher@killik.com

Kensington

281 Kensington High Street 

London, W8 6NA 

Tel: 020 7603 3618 

kensington@killik.com

Hampstead

2a Downshire Hill 

London, NW3 1NR 

Tel: 020 7794 3006 

hampstead@killik.com

Killik & Co is the trading name of Killik & CO LLP, a limited liability partnership, authorised and regulated by 
the Financial Conduct Authority and a member of the London Stock Exchange. Registered England and Wales 
OC325132. Registered office: 46 Grosvenor Street, London, W1K 3HN. A list of partners is available on request.
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tel:02073370777
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tel:02073370455
mailto:northcoteroad%40killik.com?subject=
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tel:02073370590
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tel:02089487337
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tel:01372464877
mailto:esher%40killik.com?subject=
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https://goo.gl/maps/FqDt1j7egw32
tel:02076033618
mailto:kensington%40killik.com?subject=
https://goo.gl/maps/JeX6pKu6NW32
https://goo.gl/maps/JeX6pKu6NW32
tel:02077943006
mailto:hampstead%40killik.com?subject=
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