(And why the government has now decided to phase it out)
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If you've been following this IHT series, you'll have noticed a pattern emerging.

Every time a tax-efficient strategy works — genuinely works — it doesn’t take long for

the government to find a way toreinitin.

It happened with trusts.
It happened with pensions.

And now it’s happening with Business Property Relief, or BPR.

The Idea Behind BPR

Business Property Relief was first introduced in 1976, when Britain was trying to

protect family-run businesses from being broken up just to pay inheritance tax.
The logic made sense.

If a family had built a trading company — say a farm, a haulage business, or a
manufacturing firm — it seemed unfair that, when the founder died, the heirs would
have to sell the company just to pay the 40% IHT bill.

So Parliament created a simple rule:

If your wealth is invested in a trading business, it shouldn't be taxed again when you
die.

That’s the essence of BPR — a 100% inheritance tax exemption for qualifying

business assets held for at least two years.

How It Works

To qualify, your money must be invested in genuine trading companies, not
investment companies.
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Qualifying:

e Private family-run businesses
(restaurants, manufacturers, tech
start-ups, logistics firms).

* AlM-listed trading companies such
as Jet2, ASOS, or Fevertree.

e Certain EIS (Enterprise Investment

Scheme) shares.

X Non-qualifying:

¢ Property investment or buy-to-let
companies.

e REITs (Real Estate Investment
Trusts).

* Companies that mostly hold shares,
bonds, or cash (so-called “cash
shells”).

The principle is simple: if your capital
is actually working — creating jobs,
trading, and producing goods or
services — the government gives you

relief.

If it's just

investments, it doesn’t.

sitting in  passive

Why It Became
So Popular

Over the last 20 years, BPR has
quietly become one of the most
powerful tools in inheritance tax

planning.
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Unlike gifting or trusts, BPR investments
don't require a seven-year waiting
period. You only have to hold qualifying
shares for two vyears, and they
immediately fall outside your taxable

estate.

That makes BPR a low-effort, high-
impact strategy.

You could move £500,000 or £1 million
into qualifying AlIM-listed companies,
and after two years, that entire amount

becomes |HT-free.

No complex trust deeds, no loss of
control, and no risk of triggering

immediate tax charges.

That’s why advisers — and investors —

loved it.

It Worked Too
Well

When a system works too efficiently, it
attracts attention.

Over the past few years, tens of billions
of pounds have been channelled into
AlM-listed portfolios designed purely for

inheritance tax relief.



It wasn’t just the wealthy doing it —
even middle-class investors started
moving ISA money into BPR-

qualifying funds.

And that’s when the Treasury started

to frown.

The Government
Strikes Back

Recently, the government announced
that Business Property Relief will be

capped and phased out.

It hasn't been scrapped outright — but
the writing is on the wall.

A new limit is being introduced,
meaning only part of your BPR
portfolio will qualify for relief. The
exact numbers will depend on the
final legislation, but the direction is
clear: the days of 100% BPR

exemption are ending.

It's another example of what happens
when a legitimate, well-structured
strategy starts costing the Treasury

too much revenue.

They call it “modernisation.”

I call it what it is — tax creep.
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BPR vs Other IHT
Strategies

To understand BPR’s importance, you
have to see where it sits in the broader
toolkit.

Here’s a simple way to think about it:

Control IHT
Strategy Time to Take Effect Retbad Complexity Efficiency
Gifting 7 years Low Low Medium
Trusts  |mmediate(complex o 0 High High
setup)
BPR (AIM 2years High Medium High

shares)
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