Inheritance Tax
Case Study

Power of attorney

Scenario

Problem

Mr Patel is in his eighties and lives in sheltered accommodation. His family live nearby
but appreciate that Mr Patel wants to keep as much independence as possible but isn’t
able to look after his own financial affairs. Mr Patel’s children, therefore, have a Power of
Attorney to look after Mr Patel’s finances.

 ue to the Power of Attorney, Mr Patel cannot easily use gift or trust based IHT
D
planning solutions.
Proceeds from the sale of Mr Patel’s previous house are currently covering the cost of
sheltered accommodation but Mr Patel’s income will need to be topped up within the
next five years to cover outgoings.

Potential
solution

Mr Patel’s Power of Attorney invests £500,000 into a Business Relief (BR)
qualifying proposition.
After the second year, Mr Patel receives an income of £30,000 which adequately covers
his outgoings. Mr Patel’s Power of Attorney retains access to the assets and can exit with
28 days’ notice if required.

If THE investor
dies after
2 years

Deepbridge fees
charged to the
investor

£500,000 returned to the estate, saving £200,000 in inheritance tax.

Nil. If invested via a financial adviser, there are no fees, dealing costs, custodian fees
or exit penalties charged to the investor at any time during the investment, all of the
investment is deployed affording up to 100% tax relief.
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RISK WARNING: These investments may not be suitable for all investors. Investors should be aware that investments in small unquoted
companies carry a high level of risk. These investments are highly illiquid and as such, there may not be a readily available market to sell such an
investment. Tax reliefs are dependent on personal circumstances, and are subject to change in the future. The availability of tax reliefs depends
on companies invested in maintaining their qualifying status. The value of an investment may go down as well as up, and investors may lose all
funds invested. Past performance is not a reliable indicator of future performance. Any decision to invest should be made only on the basis of
the relevant documentation for each investment. The above examples assumes all reliefs are available and relevant at their maximum value.
Case studies are examples only and based on tax legislation at the time of writing (January 2018), and are therefore subject to change. This
document is only intended to provide an overview and no reliance should be placed upon the content. Nothing in this document shall be
regarded as constituting investment, taxation, legal or other advice and prospective subscribers should seek advice from a suitably qualified
independent adviser before deciding whether or not to make an investment.

