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Current Position

There are a number of certainties that we do know about the majority of traditional farms and
landed estates. Equally, the current HM Revenue and Customs (HMRC) approach to Business
Property Relief (BPR) claims for Inheritance Tax (IHT) can be very aggressive. The current

position is as follows:

¢  There has been diversification of some kind whether this is just increased property letting;

e There will be some investmen! business with the farm and Estate.

¢  HMRC have questioned BPR eligibility in a number of cases and have recently shown that they are prepared to
liligate on the eligibility of BPR, e.q. Dance, MeCall and Balfour.

¢  HMRC's approach to BPR on farms and Estates at a general level has become morg aggressive especially

where the availability of the relief lacks certainty.

Timely Review

Perhaps the recent claims for BPR by taxpayers are not heiped by the approach of some farms and Estates lo take no
aclion to review the availabilily nor secure the relief and then panic when HMRC question allowability. There is no doubt
that IHT planning is a sensilive subject and many clients do not want to discuss it. When fooking al the strength of BPR
claims HMRC will consider a range of factors aboul the business including managemant time, value of assets and
employees.

H the investment side of the farming business has grown 0o large and jeopardises the whole of the enterprise then should
some invesiment assels be wilhdrawn? Does the positive ruling in Dance give hope for the transferring of investment

assets away from the main farm and eslale operation?
Advanced clearance

With clignts taking advantage of the relatively new advance clearance procedure long lerm plans can be given greater
certainly. Anolher advantage of clearance is thal the HMRC ruling can provide a clearer underslanding of HMRC's views

on similar farms and estales.



The disadvantages are that many farms and estates (and their adviser) do not want to aler{ HMRC to thefr concerns and
uncertainty and that the subject is sensitive, However, with the “blanket” and aggressive approach that HMRC seem to be
applying to all Farms and Estates, with the high value of assets and the dependency on the claim for BPR, it can be
argued that there is nothing to lose and everything to gain by achieving clarity. There are many who say let's tackle

HMRC's current questioning and disagreeable stance head on.

Action Plan

Review all situations where BPR will be needed and assess the quantum of the {HT liability and safeguards that can be
putin place, e.g. greater involvement by owners, prior removal of excepted assels, restrucluring where there is excessive

investment assets, etc.

Where there is genuine uncertainty about a situation thal has arisen in good faith about the polential strength of the ciaim
for BPR, then consider seeking HMRC clearance. It has been said that this will nol increase HMRC’s atlention as they

currently check all BPR claims very thoroughly.
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