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Blended Family (Second Marriages) Beneficiary Protection Plan Suitability Letter 

Dear 

It was good to see you when we met at ……………. on the ……………

We discussed many areas of financial planning. In this letter I want to focus on the estate planning aspects of our discussions so that you have a full record of my recommendations for your files, together with all relevant information. If anything in this letter is unclear, or you want to discuss any aspect in more detail, please call me directly or send me an email.

During the meeting we discussed what you want to happen to your assets once you have died. While we will agree the precise details when you come for your next meeting, you confirmed that the desired distribution of your estates is as follows:

(List in broad terms the main details of the Will requirements) 
1. 
2. 
3. 

If assets are gifted absolutely to a spouse in a Will, those assets, be it cash, investments or property, will be legally owned by your widow/widower and will be directed according to their Will when they decease. This also means that the gift forms part of the surviving spouse’s estate for tax purposes. This is good for ensuring your share of the estate is directed where you would like it to go but is ineffective in terms of protection and guaranteeing the ultimate distribution of your estate will pass to your chosen family members. You may be missing an opportunity for potential tax planning in the future. A more robust framework could be much more beneficial. 

In addition to potential uncertainty regarding the ultimate destination of each of your estates there are other potential considerations:
· if a spouse remarries then all of the estate of the first to die could be protected so that it is not included in any divorce or separation financial settlement. This will help ensure the surviving spouse should not suffer financial hardship as a result and ultimately your children’s inheritances could be protected. 
· if the surviving spouse went into care in the future estate of the first to die could be ring-fenced and would help guarantee your chosen Beneficiaries inherit up to half of the estate. 
· if your estate continued to grow in value Inheritance Tax (IHT) could become an issue and a flexible framework could help reduce any future IHT liability, should it arise. 

Similarly, following the death of the surviving spouse, if assets are gifted directly to Beneficiaries in a Will, those assets, be it cash, investments or property, become owned by the person that you gift them to. This means that the gift forms part of your child’s/children’s/nieces’/nephews’ estate and if the recipient divorces or separates then all of their inheritance is likely to be included in the divorce or separation financial settlement. 

We also discussed a second issue and that is when your inheritance is passed to the next generation, it could be unnecessarily exposed to future inheritance tax. This inter-generational inheritance tax could result in your grandchildren receiving significantly reduced sums.

Having discussed the situation with you, we agreed that the most effective way of addressing these shortfalls in your current planning would be to use a Beneficiary Protection Plan framework with one or more family-controlled Trust(s). From our conversation you specifically noted that when the first of you decease you wanted…….. 

EITHER ABSOLUTE GIFTING

the surviving spouse to enjoy the individually owned assets of their widow/widower absolutely but you understand there would be no protection against remarriage or third-party claims, and you may miss out on some available tax planning when the first of you deceases.

OR NIL RATE BAND PLANNING

up to the first £325,000 of the estate of the first to die to be protected for the surviving spouse using a Nil Rate Band Trust which may also provide additional tax planning benefits.

OR LIFE INTEREST IN PROPERTY

the individually owned share of the property of the first to die is to be protected for the surviving spouse using a life interest Trust. The remainderman of the life interest Trust planning will be either a Beneficiary Protection Trust or the children depending on the advice of our legal partners with respect to maximising the benefit of the Residence Nil Rate Band (RNRB) tax allowance. 

OR LIFE INTEREST IN ALL ASSETS 

all the individually owned assets of the first to die are to be protected for the surviving spouse using life interest planning. The remainderman of the life interest Trust planning will be either a Beneficiary Protection Trust or the children depending on the advice of our legal partners with respect to maximising the benefit of the Residence Nil Rate Band (RNRB) tax allowance. 

On the death of the second spouse the residual estate (estate minus debts and any IHT) will be directed into one or more Beneficiary Protection Trusts for your chosen Beneficiaries. This will help reduce the potential impact of any future divorce or bankruptcy of a Beneficiary. Also, generational inheritance tax can be mitigated, as the inheritance is repeatedly passed through the Trust down the generations. In this way, protection and tax planning can be realised for up to 125 years, the maximum lifetime of a Trust under English law (80 years in Northern Ireland). Even after this period the comprehensive Trusts have the ability to create new Trust arrangements. 

With a Beneficiary Protection Plan framework you will benefit from the latest advice, new protective and tax efficient Wills, flexible Wishes Letters, one or more Beneficiary Protection Trusts and a comprehensive binder of advice and copy documents to help guide your family in the future. You will also have access to our legal partners whenever the family need advice and support. 

With the increase in Wills being challenged under the Inheritance (Provision for Family and Dependants) Act 1975 it is worth noting that although any Will can be challenged the addition of a Trust framework provides a significant added benefit by providing flexibility in dealing with such claims. 

Usually, no assets will pass into the Trust framework until a death occurs. If you have chosen a protection option for your spouse on first death this Trust arrangement will be created by your Will and is triggered when the first spouse deceases. Your family Beneficiary Protection Trust(s) however are established during your lifetime and have the added benefit that the BPT(s) may also be used during your lifetime for gifting (inter-generational wealth transfers). If you plan significant lifetime transfers however a separate Protective Gifting Trust arrangement should be considered. The cost of maintaining the Beneficiary Protection Plan framework during your lifetime will be extremely low.

The costs of putting this advanced protective arrangement in place is a fraction of the total estate value that will be protected and as mentioned previously will include the latest advice, new protective and tax efficient Wills, flexible Wishes Letters, one or more Beneficiary Protection Trusts and a comprehensive binder of advice and copy documents. 

EITHER 
The total fee for the suggested framework will be £    + VAT. 

OR
The cost for your family framework components will be;
Advice and 2 x Integrated Wills 		+VAT
Beneficiary Protection Trust 			+VAT
Additional Beneficiary Protection Trust 	+VAT

The payments for your comprehensive framework are non-refundable once work has started. Please also note that the provision of Beneficiary Protection Trusts is a regulated activity under the Legal Services Act and is administered by the Solicitors Regulation Authority (SRA). 



Administrative Considerations 

Your family-controlled Beneficiary Protection Trust(s) is/are ‘settled’ (i.e. created) with an initial Trust Fund of £10. They are registered by our legal partners with HMRC who will have visibility of the Trusts and under the General Anti-Abuse Regulation (GAAR) review published by HMRC, this Trust approach is simply the application of core protective law practices and is not considered to be an abuse of current tax legislation. Your planning is covered under the indemnity of our legal partners. 

We need to make you aware that it is a legal requirement to register your Trusts with HMRC and our legal partners will carry out the required registration on your behalf. HMRC do require changes of names and addresses to be reported by the selected lead Trustee or you can arrange for this to be carried out on your behalf.

One other potential consideration which may only be relevant after both of you have deceased is a stealth tax referred to as the Periodic Charge. If the tax exists at your death and if the combined value of your Beneficiary Protection Trusts exceeded the Trust allowance at the time (currently £325,000), then on every 10 year anniversary of the Trust date (not your death) it may incur a tax charge of up to 6% of the value above the Trust allowance at the time e.g. if the Trust fund was £375,000 then £3,000 could be payable every 10 years by the Trustees. This is a relatively small consideration compared to each generation potentially paying 40% of £375,000 in IHT.

It is important that your chosen Trustees take advice when each of you die as there are important decisions to be made in order to maximise the protection and tax benefits which will be available at the time especially the Nil Rate Band and the Residence Nil Rate Band. Unlike other legal practices our legal partners do not appoint themselves as Executors and Trustees but leave the control and decision making with the family. This should reduce the common fees that many families incur. The family can then engage them as required, rather than use high street firms who may have little or no experience of Trusts or how to deliver the full benefits to families. 



Next Stages

Your next meeting will be with NAME on DATE, MONTH, YEAR who will complete the initial documentation with you and work with you to put the plans in place. 

In order for us to start the required work please send/bring the following to the next meeting:

· For money laundering purposes, please bring your passports, driving licences and a recent utility bill in your names dated within the last three months (3 items each).
· Correct details of the names and addresses for all the potential Beneficiaries and Trustees.
· Your payment/deposit for the above work (an invoice for which is enclosed).

Finally, may I thank you for engaging us for this important planning. I appreciate the trust that you are placing in me and my team.

Yours sincerely

Please sign and bring this copy of the letter as confirmation of receipt and understanding to your Implementation Meeting/ Please sign and return this copy as confirmation of receipt and understanding


Sign _____________________ Date ________________


The advice provided to you is based upon the information you have disclosed and therefore if this letter does not accord with your view of the situation or you require any further clarification, please let me know. 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 of, and relief from, taxation is subject to change



Any information contained in this client suitability message must not be construed as giving advice. This document has been prepared using information believed by the author to be reliable and accurate, but Solidus IEP makes no warranty as to accuracy or completeness. Solidus IEP does not accept responsibility for changes made to this letter or its contents. Any opinions expressed in this document are those of the author and do not necessarily reflect the opinions of the Company.
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Protecting Inter-Generational Wealth Transfers




