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Guaranteed Client Trust Solutions




Multiple Bond Trust Suitability Letter Template
Dear 

It was good to meet with you on the xxx at xxx when we discussed your estate planning. 

During the meeting we discussed your wider estate planning strategy. However, this letter will focus on our discussions regarding how your existing investments could fit into your overall estate planning strategy. 

Your aims and objectives are (insert bespoke client aims and objectives) either 

remain in control, whilst at the same time remove unwanted assets from your estate to potentially reduce the liability to inheritance tax. 

OR

to retain the income from your investments, remain in control, whilst at the same time remove them from your estate to potentially reduce the liability to inheritance tax. 

The Issues 

When considering how to deal with your investments within your wider estate planning strategy, it is important to avoid investing in inappropriate investment solutions simply because they may avoid inheritance tax in the future. 

For example, existing investments could be sold, with the proceeds being re-invested in Venture Capital Trusts (VCT), shares listed on the Alternative Investment Market (AIM) or Enterprise Investment Schemes (EIS). However, whilst each of these have advantages in mitigating against inheritance tax, they are all considered high risk investments, which from our conversations do not seem appropriate. 

Some investments will always form part of your estate for inheritance tax purposes, as is the case with ISAs. As discussed, investing in AIM ISAs, can reduce your estates inheritance tax liability subject to them being held on death and having been invested for over 2 years prior to date of death. However, as mentioned before this does potentially increase the risk of volatility and total permanent loss of capital. 

Perhaps the biggest issue is that of “having your cake and eating it”. By this we mean retaining income from your investments whilst at the same time them not being counted in your estate for inheritance tax. In most cases retaining income from any asset that you gift will ensure it falls fowl of the Gift with Reservation of Benefit rules meaning the gift will fail, and the value will form part of your estate for inheritance tax purposes. 

Having considered all these issues, together with your aims and objectives, we recommend that the use of a Multiple Bond Trust is the most effective and appropriate solution. 

Multiple Bond Trust 
You currently hold XXXXX (insert details of existing bonds). 

You currently derive an income from (delete as appropriate) this/these Bonds by way of withdrawing part of the original capital invested. 

You remain satisfied with the Bond/s, wishing to retain it/them as part of your overall investment portfolio. However, doing so means that the value remains in your estate for inheritance tax purposes. In order to remove them from your estate, we recommend that you establish a Multiple Bond Trust and gift the Bond/s to the newly created trust. 

Under a concession given by the HMRC, the payments that you presently receive can continue, and will not be counted as a gift with reservation. This means that after a seven-year period, the value of the bond/s will be outside of your estate and will no longer be subject to inheritance tax. 

Under the General Anti-Abuse Regulation (GAAR) review published by HMRC, this trust approach is not considered to be an abuse of current tax legislation.

Administrative Considerations 

Your family-controlled Multiple Bond Trust is ‘settled’ (i.e., created) with an initial Trust Fund of £10. It is registered by our legal partners Solidus IEP Ltd 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 Trust 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 we can arrange for this to be conducted on your behalf.

One other potential consideration which may only be relevant after you have deceased is a stealth tax referred to as the Periodic Charge. If the tax still exists at your death and if the value of the assets held within your Trust exceeded the Trust allowance at the time, then on every 10 year anniversary of the Trusts commencement date it may incur a tax charge of up to 6% of the value above the Trust allowance at the time e.g. if the individual 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 trustees take advice on periodic charges once assets are received by the trust and make provision for the payment of ongoing charges by withholding a proportion of the trust fund if required.

Unlike other legal practices our legal partners do not appoint themselves as Trustees but leave the control and decision making with the family. This should reduce common fees that many families incur. The family can then engage our legal partners 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. 

We are recommending using Solidus IEP Ltd who are a leading trust writing company. All their trusts have been settled by counsel. When drafting the trust, we need to agree the precise beneficiaries and the controlling trustees. The trustees are the people that are legally in control of the trust, and so we recommend that you are a trustee. Please note that beneficiaries can also be trustees.

Once the trust deed is written we will arrange a time to meet with your trustees to explain how the trust works and what they would need to do in the event of your death. We find this puts your chosen trustees’ minds at rest.

Following your death, it is essential that your trustees receive advice from qualified professionals. Some annual administration will be required but should be minimal and could be carried out by your trustees.

The legal cost for the establishment of this advanced protective framework potentially saving £XXXX of future inheritance tax is just £XXXX plus VAT.

If you have any questions or queries please call me directly, otherwise, I will be contacting you again shortly to arrange to meet with you and your trustees for the signing of the trust.

I look forward to speaking with you again soon

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 ________________
Notes
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 and bases of, and relief from, taxation are subject to change.

Work associated with this trust, and the trust itself is not regulated by the Financial Conduct Authority.
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. In particular 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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