
The Office for National Statistics (ONS) reported 3.5 
million cohabiting households in the UK in 2019.  So, 
7 million individuals are sharing family and financial 
responsibilities, but have no legal framework to fall 
back on if things go wrong.

Recent changes in family law have seen the speeding 
up of the divorce process and the introduction of 
opposite sex civil partnerships.  Yet Parliament hasn’t 
changed the law for couples who are not married or 
civil partners, leaving many with little protection in the 
event of a break up or on bereavement. 

Day to day, most couples who cohabit miss out on tax 
breaks and pension benefits available to those who 
are married.  Married Couples and Civil Partners Tax 
Allowances 

If things go wrong, they have little protection against 
loss of property rights, and no right to maintenance 
unless a separate legal contract provides for these. 
They can commit years to running a home, helping 
build a business, subsidising the other's lifestyle, having 
children together but still be left with nothing.

Despite many efforts to dispel the myth of the 
common law spouse, it lives on. It is a fantasy which 
can have devastating consequences for one or both 
parties, not just on relationship break up but also if ill 
health or death strikes.

Here are some examples of how cohabitants are 
disadvantaged: -

Tax Breaks

No right to transfer income tax allowances between 
them, these can save married couples up to £250 per 
tax year.

No right to gift assets between each other free of 
capital gains and inheritance tax. No right to inherit the 
other’s unused inheritance tax allowance, worth up to 
£200,000 in tax saved.

No right to inherit Individual Savings Account 
allowances and maintain the tax- free status of 
additional ISA savings for their own lifetime.

Property Rights

Unless each partner makes a will leaving their property 
to the other, they have no right to inherit, except 
for property owned as joint tenants. Homes bought 
together may be owned as joint tenants or as tenants 

in common. If owned as tenants in common and there 
is no will, the deceased’s   relatives will inherit their 
share of the property, even if this is not what the 
deceased intended.

If renting a property with one of you as the sole tenant, 
the other party will have no right to remain in the 
property if the relationship breaks up. Married couples 
enjoy some protection in these circumstances.

Life assurance policies arranged to cover mortgages 
and debts or provide a nest egg or ongoing income, 
should be written in trust for the other partner's 
benefit or owned by the other partner. Otherwise the 
payments go into the estate, where they could suffer 
inheritance tax currently at 40%. If in trust, they will not 
be part of the estate so can usually be paid out tax free 
and before probate is granted. 

Pension Rights

Pension schemes which pay a married or civil partner 
dependant a pension may not recognise a non- 
married partner. This will depend on the scheme rules. 
Thousands of pounds of pension can be lost if the 
scheme rules do not cater for partners in non-legally 
recognised relationships.

Private pensions and lump sum death in service 
benefits usually allow the pension scheme member   to 
nominate who should receive lump sums from these 
plans.  Unless the partner is a named beneficiary, 
nominated by the deceased member, they could 
receive nothing. Trustees are not obliged to follow 
the nomination but usually do. It is important that 
nominations are up to date and should be reviewed, 
whenever circumstances change. 
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The State provides a Bereavement Support Payment 
paid to widows, civil partners under State retirement 
age but not to unmarried partners. 
 
In Sickness and in Health 
 
If one partner is ill, the other has few rights to 
determine how treatment should be given, unless 
the partner is appointed as attorney. The next of kin, 
a parent, child or sibling takes precedence over non 
married partners in medical consultations. 
 
Double Standards?  
 
Informal partnerships are recognised when the family 
unit is assessed for means tested benefits such as 
Universal Credit. Eligibility for tax free child benefit and 
tax -free childcare all look at the household income, 
regardless of the marital status of the couple.  
 
Given these disadvantages of long- term cohabitation, 
it is perhaps surprising that more are opting for 
this informal arrangement over marriage or civil 
partnership. The myth of the common law spouse has 
a lot to answer for and unlike the tooth fairy and Father 
Christmas it is not just harmless fun. 
 
Kay Ingram 
Director of Public Policy, LEBC 
 
* ONS Families and Households Survey 2019 
 
Please remember, no news or research item is a 
recommendation or advice to buy. LEBC Group Ltd 
is not responsible for accuracy and may not share 
the author’s views. The contents of this blog are for 
information purposes only and do not constitute 
individual advice. All information is based on our 
current understanding of taxation legislation and 
regulations. The Financial Conduct Authority does not 
regulate estate planning, tax advice, wills or trusts.


