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Sometimes, the saddest mistakes in inheritance tax planning aren’t made out of greed or carelessness

— they’re made out of love.

Love for family, love for security, and love for the idea that after a lifetime of hard work, you might finally

do something that ensures your children don’t lose half of what you built to the taxman.

That’s exactly what happened to  from South London and  from Exeter.

Two very different families, but with one shared goal: to protect their homes from inheritance tax.

the Frasers Mrs Harper

And yet, both ended up losing everything.

Case One: The Frasers — South London

Mr and Mrs Fraser were the definition of a hardworking British family.

By 2008, Mr Fraser was 83 and his wife 79. Their home had risen in value to around , and

they’d started worrying about inheritance tax.

£780,000

They’d heard — as many people have — that 

It sounded simple enough.

if you gift your house and live for seven more years, it’s

outside your estate.

So, they did what thousands of people do every year: they  of their house to their

three adult children.

No rent agreements, no formal planning — just a straightforward Land Registry transfer.

transferred the deeds

For them, it wasn’t a financial transaction. It was a gesture of love and practicality — “This is your home

now. We’re just living here.”

He had been a civil engineer, she a retired teacher. They’d raised three children in the same red-brick

detached house in , the kind of home filled with decades of history — the pencil marks on

the kitchen doorframe showing the kids’ heights, the rose bushes she planted every spring, the same

creaky step that everyone learned to skip by the age of five.

South London
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They carried on exactly as before — same routines, same Sunday dinners, same house keys.

Fast Forward 15 Years

By , the house was worth .2023 £1.6 million

Mr Fraser had passed away in 2017, and Mrs Fraser followed in 2023. Their children, now in their fifties,

assumed the house would be free of inheritance tax. After all, their parents had lived for well over seven

years since the gift.

Then came the shock.

HMRC ruled that the transfer counted as a .Gift with Reservation of Benefit

In plain English: because Mr and Mrs Fraser continued living in the house rent-free, they hadn’t truly

given it away.

It didn’t matter that their names had been removed from the title.

It didn’t matter that 15 years had passed.

The fact that they lived there without paying market rent meant the property was still part of their estate.

HMRC added the full  back into Mrs Fraser’s estate.

With the nil-rate bands already used up on savings and other assets, the children were left with a

 — and no cash to pay it.

£1.6 million

£640,000 inheritance tax bill

They had no choice but to sell the house — the family home that had been their anchor for 43 years.

All because of one misunderstanding.

Case Two: Mrs Harper — The Divorce Trap

Down in ,  was facing a different kind of heartbreak.Exeter Mrs Harper
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She’d lost her husband in 2007, after 40 years of marriage. At 63, she was suddenly alone for the first

time in her life.

Her only son, , was her pride and joy — married, with three children and a growing tech business.

He visited every Sunday, often with the grandchildren in tow. The house, bought back in the 1970s for

£25,000, was now worth almost .

David

£900,000

She didn’t have much else in savings — a modest pension and a small ISA — but her financial adviser

had warned her that her house alone would put her over the inheritance tax threshold.

So, she decided to act.

The Plan

Mrs Harper transferred ownership of her home to David in .2007

But she was smarter than most — she knew that if she gave away the house and continued to live there

rent-free, HMRC would class it as a “Gift with Reservation.”

So she did everything by the book.

She drew up a  and paid David .

It wasn’t easy — it meant dipping into her savings each month — but she wanted to do things properly.

formal tenancy agreement £3,200 a month in rent

Between 2007 and 2012, she paid David nearly , and by then she’d comfortably met the

famous seven-year rule.

£190,000 in rent

On paper, her plan had worked perfectly:

✅ The house was out of her estate.

✅ She’d saved around  in potential inheritance tax.

✅ HMRC would have no grounds to dispute it.

£360,000

And then, life threw her a curveball that no tax rule could have predicted.
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The Divorce

In , David’s marriage fell apart.2012

His wife filed for divorce, and the £900,000 family home — the same home his mother had lived in for

nearly 40 years — suddenly became part of the marital estate.

Mrs Harper begged him to find another way. She pleaded with solicitors, explained that it was  home,

that she’d only transferred it to help her family, that she still paid rent every month.

her

But it didn’t matter.

In the eyes of the law, the house was  — and the regular rent payments only

strengthened that fact.

David’s legal property

By , the court ordered the home to be , with half of the proceeds going to David’s ex-wife.2013 sold

Mrs Harper, at 69, was forced to move into a rented flat.

Her rent savings were gone.

Her home — and the security she’d spent decades building — was lost forever.

The Cruel Irony

Here’s the devastating irony.

If Mrs Harper had done nothing — if she’d simply kept the house in her own name and never paid rent

— she would have died one day with an IHT bill, yes…

But her home would have remained hers.

By following the rules too perfectly, she’d made her home legally vulnerable to someone else’s marriage.

She didn’t lose her house to tax.

She lost it to .life
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The Lesson

The Frasers’ mistake was one of .

Mrs Harper’s was one of .

assumption

compliance

Both believed they were doing the right thing.

Neither realised how fragile “the right thing” can be when human lives and family relationships are

involved.

Tax law doesn’t care about your intentions.

It doesn’t care about family stories or emotional bonds.

It only sees the structure — and if that structure isn’t perfect, it will break you.

The Takeaway

Gifting your home can absolutely work as part of a wider inheritance tax strategy — but it’s not

something to do in isolation.

You can’t just sign over the deeds and assume it’s sorted.

You can’t rely on the seven-year rule as your only safeguard.

And you can’t plan for tax without planning for life — divorces, illnesses, remarriages, and all the

unpredictable human events that tax law simply doesn’t care about.

Sometimes, the best way to protect your home isn’t to give it away — it’s to structure it properly while

you still own it.

Final Thoughts

The Frasers and Mrs Harper both wanted the same thing — to keep their homes in the family.

Neither of them were reckless or naïve.

They were loving parents, doing what they believed was right.

But in trying to beat the taxman, they unknowingly set traps for themselves.
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It’s a reminder that estate planning isn’t just about the numbers — it’s about people, timing, and the

messy, unpredictable reality of life.

Because when you’re gone, your home isn’t just bricks and mortar.

It’s a story.

And once it’s lost, that story ends.

Important Note

This report is for . It’s based on real-world examples of what can go wrong

when inheritance tax planning is done without considering the legal, emotional, and human implications.

educational purposes only

It does not constitute financial or tax advice.

For regulated, personal guidance, always consult an 

.

FCA-authorised inheritance tax specialist or

solicitor

This is part of the  — designed to help families make smarter, safer decisions

about their legacy.
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In "Mistake 2 – House Gifting Gone Wrong," two families learn the harsh

realities of inheritance tax planning driven by love and good intentions. The

Frasers and Mrs. Harper each sought to protect their homes for future

generations, only to face devastating consequences due to

misunderstandings and unforeseen life events. This poignant exploration

reveals that thoughtful estate planning must account for human complexities,

not just tax regulations, to truly safeguard what matters most.


