Business Relief for Inheritance Tax Planning March 2021

From the HMRC site
What qualifies for Business Relief?
You can get 100% Business Relief on:

e abusiness orinterest in a business
e sharesin an unlisted company

You can get 50% Business Relief on:

e shares controlling more than 50% of the voting rights in a listed company,

e land, buildings or machinery owned by the deceased and used in a business they were a partner in or
controlled,

e land, buildings or machinery used in the business and held in a trust that it has the right to benefit
from

You can only get relief if the deceased owned the business or asset for at least 2 years before they died.
What does not qualify for Business Relief?
You cannot claim Business Relief if the company:

e mainly deals with securities, stocks or shares, land or buildings, or in making or holding investments,

e s a not-for-profit organisation,

e is being sold, unless the sale is to a company that will carry on the business and the estate will be paid
mainly in shares of that company,

e is being wound up, unless this is part of a process to allow the business of the company to carry on

You cannot claim Business Relief on an asset if it:

e also qualifies for Agricultural Relief,

e wasn’t used mainly for business in the 2 years before it was either passed on as a gift or as part of the
will,

e is not needed for future use in the business

If part of a non-qualifying asset is used in the business, that part might qualify for Business Relief.
Example

If you use one room in a building as a shop and the other rooms are used as your home, the shop will qualify
for Business Relief but the rooms won'’t.

Relief for agricultural property

You may be able to get Business Relief on a transfer of agricultural property (eg farmland, buildings or farm
equipment) which isn’t eligible for agricultural relief.

There is a growing market of investments that qualify for business relief (BR). Formerly known as business
property relief, BR was introduced in 1976 to enable owners of small and medium-sized enterprises to pass
them on intact to their beneficiaries. However, over the past decade, many fund managers who invest in small
and unquoted companies have developed services that utilise BR, providing their clients with 100 per cent IHT
mitigation after two years.



Why Business Property Relief exists

Business Property Relief (BPR) has come a long way since it was first introduced in the 1976 Finance Act. Then,
its main aim was to ensure that after the death of the owner, a family-owned business could survive as a
trading entity, without having to be sold or broken up to pay an inheritance tax liability. Over time, successive
governments recognised the value of encouraging people to invest in trading businesses regardless of whether
they run the business themselves.

BPR is a well-established relief dating back 40 years, however, you should keep in mind that the value of an
investment may go down as well as up and investors may not get back what they originally put in. Tax rules
may change in the future, and the value of tax reliefs depends on your individual circumstances.

The types of business that typically qualify for BPR
Not every investment or interest in a business will qualify for BPR, but BPR will typically be available for:

e Shares in an unquoted qualifying company, even a minority holding S
e Shares in a qualifying company listed on the Alternative Investment Market (AIM)
e Anunincorporated qualifying trading business, or an interest in one — a partnership, for example.

Most recently, the UK Government’s decision in 2013 to allow AIM-listed shares to be held within Individual
Savings Accounts (ISAs) means that investors can now hold BPR-qualifying shares within a tax-efficient ISA
wrapper.

Key benefits of a BPR-qualifying investment
Speed

Making gifts or settling assets into trust usually takes seven years to become completely free from inheritance
tax. But an investment in a BPR-qualifying company can be passed down to beneficiaries free of inheritance tax
on the death of the shareholder provided it has been held for at least two years at that time.

Access and control
Owning BPR-qualifying shares allows a client’s wealth to stay in their own name.
BPR-qualifying investments do not use the nil-rate band

This means investors can plan for their nil-rate band allowance to reduce the inheritance tax charge on less
liquid assets, such as their home, which are otherwise difficult to place outside of the estate for tax purposes.

What are the risks?
Capital is at risk

To qualify for BPR, a company must not be listed on a main stock exchange. Such companies could fall in value,
and investors may get back less than they invest.

Tax rules and reliefs can change

Tax rules could change in the future. The value of tax reliefs will depend on an investor’s personal
circumstances. There cannot be any guarantee that companies that qualify today will remain BPR qualifying in
the future.

Shares could be more volatile and less liquid

Investments in unquoted companies or those quoted on AlIM can fall or rise more sharply than shares in larger
companies listed on the main market of the London Stock Exchange and may be harder to sell.

Source Octopus Investments



From Wealth Club website

Octopus Inheritance Tax Service - The Octopus Inheritance Tax Service — the largest of its kind — gives
experienced investors an opportunity to protect their assets from inheritance tax. After two years, the
investment should benefit from IHT relief, provided it is still held on death. The service aims to preserve capital
and deliver a consistent, but modest, level of return, not guaranteed.

Downing Estate Planning Service - Downing's focus on asset-backed businesses trading from freehold
premises combined with energy infrastructure assets makes this an interesting choice for investors.

Seneca Vintage - Seneca Vintage prioritises capital preservation but also aims for an annual uplift in the net
asset value of each investee company of 4%. Seneca makes loans to qualifying companies via a portfolio
approach to lending. Four investment pillars are central to guiding their lending: diversification, credit policy,
prudence and asset security.

Froom the Deepbridge site

Deepbridge ESTATE PLANNING Service - The Deepbridge Estate Planning Service is an opportunity which

intends for subscribers to obtain relief from Inheritance Tax (‘IHT’) after only two years, by deploying into
companies that should qualify for Business Relief that operate, and trade in, renewable energy generation
assets.

Growth Invest

The Growth Invest website www.growthinvest.com lists the following IHT investment offers in addition to

those above.

Blackfinch Adapt IHT portfolios - The Adapt IHT Portfolios are an Inheritance Tax (IHT) solution with options
focused on environmental, social and governance (ESG) factors. Each client can choose from four model
portfolios accessing BR-qualifying investments. These include options aligned with ethical investment
concerns.

Blackfinch Adapt AIM Portfolios - Blackfinch has created the Adapt AIM Portfolios to offer a swift and simple
solution to the challenge of IHT. Assets become up to 100% exempt from IHT after a two-year qualifying
period. The service allows you to stay in control of the invested capital while also offering the potential for
returns. Our discretionary services can help you mitigate Inheritance Tax (IHT), without missing out on the
market. We focus on capital preservation, growth and tax efficiency, while targeting returns through highly
diversified portfolios. Advantages of AIM investment include ISA eligibility, while flexible structures ensure
control. Our partnership with Chelverton ensures high diversification.

Velocity Credit Ventures Portfolio Management Service - The Velocity Credit Ventures Portfolio Management
Service (“Service”) gives investors exposure to a diverse portfolio of credits to small and medium UK
enterprises (“SMEs”) and managed by a team with broad corporate and financial experience.

Stellar Income Portfolio Service - Stellar Income is a discretionary managed portfolio that commits capital to
a range of asset-backed qualifying business activities. Business Relief qualification provides investors with full
inheritance tax relief after two years. The business activities are selected for their low-risk characteristics and
ability to generate a yield. This yield in turn could create a regular and reliable income stream that is
distributed to investors twice a year.

Stellar Growth Portfolio Service - Stellar Growth is a discretionary managed portfolio service, designed to
offer full relief from inheritance tax after two years with capital growth. Stellar Growth provides access to a
wide choice of business activities that offer both security and diversification as well as qualifying for Business
Relief. Stellar Growth offers access to seven trading areas and your capital will be spread across a blend of
these.

Stellar AIM Portfolio Service - Stellar AiM is a discretionary managed portfolio service (MPS), which qualifies
for Business Relief and offers full relief from inheritance tax after two years. The portfolio contains 40 AiM


http://www.growthinvest.com/

quoted companies and this diversification mitigates stock-specific risk to lower investment volatility, with the
objective of providing both capital preservation and growth.

Money&Co Inheritance Tax Service — Money&Co. is a P2P lending platform which allows individuals to lend to
good quality companies. The Money&Co. Inheritance Tax Service allows those with a minimum of £150,000 to
benefit from Business Relief through setting up a lending vehicle and making asset-backed loans.

Great Point Estate Planning - The Service is a discretionary managed portfolio focused solely on providing
Investors with interests in businesses which provide asset backed loans to media and entertainment
companies and which we expect to qualify for BPR. The Companies that GPI selects provide loans to
companies that require production cashflow and project finance against commissioned orders and contracted
future income streams. The Companies GPI select are expected to qualify for Business Property Relief (BPR)
which means an investment should be free from inheritance tax if the shares are held at the date of death
providing they have been held for a minimum of two years.

Downing AIM Estate Planning Service - Obtain inheritance tax (IHT) relief after only two years by owning a
portfolio of at least 20 companies quoted on the AIM market.

Downing Estate Planning Service - The Downing Estate Planning Service is a flexible solution which allows you
to obtain full IHT relief on your subscription after only two years (provided the shares are held at death). The
IHT relief is available because Downing only invest in the shares of companies that should qualify under
Business Relief legislation.

Deepbridge Estate Planning Service - The Deepbridge Estate Planning Service Service is designed to deliver a
portfolio of Business Relief qualifying renewable energy companies that look to have a high degree of asset-
backing, and a business model based on the UK Government subsidies for the generation of renewable energy.
The Deepbridge Estate Planning Service has a target priority return of 6% per annum.
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