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Business Trust
A business trust provides advanced planning to business owners for both lifetime and death 
planning. Used in conjunction with a Beneficiary Protection Plan or Trusts Plan the business trust 
provides protection for qualifying business and agricultural assets together with inheritance tax 
planning opportunities that are frequently overlooked.

Clients often expose their qualifying business or agricultural assets to potential social impacts 
of divorce or creditors whilst also failing to optimise the tax benefits available to them.

Case Study

Mr Smith owns 100% of the shares in company A and his accountant has confirmed that his business shares qualify for 100% 
business relief (BR). On Mr Smith’s death his shares pass to his daughter who already works in the business. Mr Smith’s 
daughter intends to continue running and growing the business. The shares qualify for BR and so do not form part 
of Mr Smith’s estate for inheritance tax purposes (IHT) but there could now be implications for the company should Mr Smith’s 
daughter’s circumstances change thus giving no bloodline protection to the company.

Solution

Company A 
100% BPR qualifying

Company A Shares pass to 
Mr Smith’s daughter free of 

inheritance tax

Divorce, Separation or Creditors - If Mr Smith’s daughter divorces, separates or 
becomes liable to creditors,the potential damage to the company could be huge. 
Courts could force Mrs Smith to:-

SELL SHARES TO A 3rd PARTY ! SELL COMPANY ASSETS ! REPAY DIRECTOR LOANS ! 
INCREASE DIVIDENDS ! FORCED SALE !

A further issue arises if the company is sold on Mr Smith’s death or in the future. 
In this instance Mr Smith’s daughter potentially receives a significant cash sum 
which will then form part of her estate for IHT purposes together with being potentially 
attacked from other social impacts such as divorce, creditors or bankruptcy.

Tax - Dependant on Mr Smith’s daughters estate she could then pay 
£40,000 inheritance tax on every £100,000 from the sale of the business shares.

Mr Smith establishes a Business Trust for the receipt of his business shares upon his death. The main beneficiary of the trust 
is his daughter together with other classes of beneficiaries to maintain bloodline protection.

Divorce, Separation or Creditors - If Mr Smith’s daughter now divorces, separates or 
becomes liable to creditors, the trust can offer invaluable protection to the business.

Tax - Establishing a Business Trust will ensure that the business shares or the capital 
sum from the sale of the shares, remains outside of the beneficiaries estate for IHT, 
saving £40,000 on every £100,000!

Bloodline Protection - Establishing a trust framework will ensure that the business 
or the capital sum raised from the sale of the business can continue within the 
bloodline for generations to come.
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Any information contained in this factsheet must not be construed as giving legal advice and has been prepared using information believed by the author to be reliable and accurate, 
but Gemini Legal Services Limited makes no warranty as to accuracy or completeness. All statements concerning the tax treatment of trusts and their benefits are based on our understanding 
of the current law and HMRC practice as at the date of publication and does not form personal advice and is for general guidance only. Whilst every effort is made to ensure accuracy, 
no liability can be accepted for any errors or omissions. Levels and bases of, and reliefs from, taxation are subject to change.


