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Consult your Barnes Roffe contact partner
for detailed guidance in this important area. 

An example saving of £700,000
Let us assume that • a husband and wife couple own shares in
their “family” co m pa ny wo rth £1.5m each.  • t h ey also jointly ow n
n o n - b u s i n ess assets (family home, invest m e nts, cash etc) wo rt h
£2m.  • the husband dies fi rst and leaves all his assets to his
w i d ow  • on her death the whole esta te is left to their childre n .
In this situation there is no IHT liability on the husba n d ’s dea t h
( b e ca u se an inte r- s p o u se tra n sfer is exe m pt from IHT), but on the
d eath of the widow the non-business assets will att ract an IHT
l i a b i l i ty of roughly £70 0,0 0 0.

Th e re is a way to preve nt this! If on the death of the husband his
will specifi es that the value of the IHT nil ra te band (cu r re nt l y
£ 242 ,000) and the shares in the “family” co m pa ny are settled on
a disc retionary trust (of which the widow is a trustee and
b e n efi c i a r y) with the ba l a n ce of his assets pa ssing to his widow,
then  no IHT liability arises. This is beca u se of the inte r- s p o u se
exe m ption, BPR and the utilisation of the husba n d ’s IHT nil ra te
band.  If the widow buys the shares in the “family” co m pa ny fro m
the truste es by using available cash, or by borrowing the money
(or by the truste es allowing the sale price to be left outsta n d i n g
on loan acco u nt),  then the value of the non-business assets
owned by her re d u ces by £1.5m and the value of her business
a ssets increa ses by the same fi g u re.  Af ter she has owned the
n ew shares for two yea rs they will qualify for 100% BPR.  

On the widow ’s death the IHT bill will be roughly ze ro beca u se her
f ree esta te will be more or less wholly re p rese nted by assets that
q u a l i fy for BPR.  An IHT saving of some £70 0,000 will have
been achieve d!  (Remember that the widow can benefit from the
a ssets owned by the trust, so she need not worry about hav i n g
i n s u ffi c i e nt cash to live on.)

The husba n d ’s BPR has been re cycled so that it is ta ken into
a cco u nt not only on his death, but also on the death of his widow,
h e n ce the term “Double-Dipping”! 

• This is a valuable IHT saving strategy for couples
who own assets qualifying for BPR - generally
owners of shares in unquoted trading companies.

• The implementation of the strategy is simply a
matter of having appropriately drafted wills.

In this iss u e, we highlight an importa nt inherita n ce tax (“IHT”)
planning opportu n i ty that is known as “Double-Dipping”.  It is a
technique that is available to husband and wife co u p l es who ow n
ce rtain ty p es of asset.  It will mostly be available to co u p l es who
own shares in their “family” co m pa n i es, but also to co u p l es who
h ave made invest m e nts in AIM or OFFEX listed trading co m pa n i es.

The technique ex p l o i ts the IHT re l i ef available for ce rtain assets
that is called Bu s i n ess Pro p e rty Re l i ef (“BPR”).  Shares in
u n q u oted trading co m pa n i es (including AIM and OFFEX
co m pa n i es) qualify for BPR at the ra te of 100% when they have
been owned for two yea rs.  The rea son for this generous re l i ef is
ea sy to understand: it is to fa c i l i ta te the pa ssing on of “fa m i l y ”
co m pa n i es without the family members having to worry about the
i m pact of IHT.  Similar rules apply to ow n e rs of agricu l tu ra l
p ro p e rty.

Reduce your family’s tax burden THE JOYS OF
DOUBLE-DIPPING
...especially if
you’re married
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