An illustration from the Guildford Cathedral will-making guide on how
making a gift of 10% of your estate to a charity such as St Andrew’s reduces
your IHT rate to 36%, but does not reduce the amount paid out to
beneficiaries.

Illustration one:

Mr Jones is single and his estate is worth £625,000. Currently, Mr Jones has a
nil rate band of £325,000 and he decides to leave a gift of £12,000 to

St Andrew’s. This gift is free of Inheritance Tax, leaving £288,000 of Mr Jones’
estate chargeable to Inheritance Tax at 40% (a tax bill of £115,200). This means
St Andrew’s will receive £12,000 and Mr Jones leaves a net estate for
distribution to his beneficiaries of £497,800.

The good news is that a gift in your Will made to a UK registered charity should
be free of inheritance tax. In other words, it comes off the total value of the
estate before inheritance tax is calculated. Furthermore, if the gift is 10% or
more of your estate (taking into account certain deductions), the inheritance
tax rate is reduced to 36%.

Illustration two:

Mr Jones is single and his estate is worth £625,000. Mr Jones

still has a nil rate band of £325,000 and decides to leave a gift of 10% of his
estate less exemptions (here, £300,000) to St Andrew’s — namely £30,000 — so
that his estate qualifies for the reduced rate of Inheritance Tax of 36%. This gift
is free of Inheritance Tax, leaving £270,000 of Mr Jones’ estate chargeable to
Inheritance Tax (a tax bill of £97,200). This means St Andrew’s will receive
£30,000 and Mr Jones leaves a net estate for distribution to his beneficiaries of
£497,800.

You will see from the second example that Mr Jones has managed to give

St Andrew’s an additional £18,000 without impacting on the amount that his
other beneficiaries receive, simply by using the inheritance tax legislation to his
advantage.



