
Inheritance Tax Planning Case Study 

 

Nobody likes paying tax, but the thought of a tax 

on death was too much for Roger. He had worked 

very hard and paid a high rate of tax all of his life and found it highly unfair that 

his children would have to pay a potential 40% of their inheritance. 

He came to us at MGS to see what options there were in trying to mitigate this. 

The problem was that whilst Roger had good levels of wealth, it was mainly in 

property, which took up his entire nil rate band (the amount you can leave to 

beneficiaries without the deduction of IHT) 

After taking time to speak to Roger and understand exactly what he wanted, 

we discussed the concept of using trusts to ensure that his lump sum deposit 

monies could be passed to his beneficiaries in as tax efficient a manner as 

possible. At first Roger was concerned that he would lose the income that he 

was currently receiving from the money, but after going over the plan in detail 

he was put at ease. 

Initially, Roger had £200,000 in various investments, as his property would use 

all of his Nil Rate Band, ignoring growth, should he die immediately, the likely 

Inheritance tax would be £80,000, by investing the £200,000 in an Investment 

Bond under a Discounted Gift Trust, this can be greatly minimised. 

Based on actuarial factors such as age and health, a likely income is calculated 

which is perceived to last Roger the rest of his life and in this case was £75,000, 

this is immediately out of his estate for IHT. The remaining £125,000 is classed 

as the “Discounted Gift” and as Brian knows the exact identity of his 

beneficiaries is placed in an Absolute Trust. If Roger 

lives for at least 7 years from the start date of the 

policy, the gift and any further investment growth will 

be out of Roger’s estate for IHT purposes, so effectively 

saving his estate £80,000 in potential Tax. 

This type of planning is highly complex, but with our 
expertise can be very effective for certain clients 
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