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£6 million tax



In finance, trust is a powerful thing — but it can also be dangerous. Many families rely on long-standing

accountants or advisers who've been with them for years, sometimes decades. These relationships are

built on loyalty and comfort. But in inheritance tax planning, comfort is not the same as competence.

That truth hit the Khanna family of Surrey with devastating force. Their long-time accountant, a man who
had looked after their business since the 1980s, was trusted without question. But one seemingly
harmless decision, made in a moment of fear, would later dismantle a carefully built estate and cost the

family over £6 million in tax and penalties.
The Background - A Lifetime of Hard Work

By the early 2000s, Mr and Mrs Khanna were in their seventies. Over four decades, they had turned a
modest import business into a prosperous operation with properties, investments, and company shares

worth roughly £4.8 million.

They had four children — Arjun, who managed the family business, and three daughters, Priya, Sonal,
and Rina, all of whom were married and financially independent. The Khannas weren't extravagant
people; they simply wanted to ensure that their wealth stayed within the family, rather than being handed

to HMRC.

Their accountant, who had worked with them for more than thirty years, was effectively part of the family.
He had guided them through recessions, business expansions, and property purchases. So when he
suggested creating a Family Investment Company (FIC) to mitigate inheritance tax, it sounded perfectly

sensible.
The Setup — A Smart Structure

The FIC was designed along textbook lines. Mr and Mrs Khanna would retain voting and management
shares, ensuring control, while their children would hold non-voting growth shares, meaning they would

benefit from any increase in the company's value.

This way, control stayed with the parents while future growth was pushed outside their taxable estate —

a legitimate and proven IHT strategy.




For almost a decade, it worked flawlessly. The company performed well, assets grew, and the family

accountant assured them that everything was secure. By 2019, the family’'s combined wealth exceeded

£9.5 million.
Then, a single moment of fear changed everything.
The Turning Point — Fear, Not Favour

In 2014, the Khannas' son, Arjun, ran into business trouble. A side venture went wrong, and creditors
began circling. Mr Khanna was worried that if things worsened, Arjun’s situation might expose the family

company to risk.

Driven by a desire to protect the family’s assets, not by affection but by fear of losing what he had built,
Mr Khanna asked the accountant to “tighten control” of the FIC. He wanted to make sure that no

decisions could be made without his approval.

The accountant responded by amending the company’s articles to give Mr Khanna director veto rights —

a clause allowing him to overrule decisions and exercise direct control if needed.

It was intended as a temporary safeguard — an insurance policy against potential chaos. Within eight
months, as Arjun’s financial issues stabilised, the clause was removed. Mr Khanna never once used his

new authority. On the surface, life returned to normal.
But in the eyes of HMRC, those eight months were all that mattered.
The HMRC Challenge

After Mr Khanna's death in 2021, HMRC began a standard review of his estate, which was now valued
at £10.2 million. Buried in the company's historic filings, they found the amendment giving him veto

powers.

To HMRC, that clause was not an administrative footnote — it was proof that Mr Khanna had retained

control over the company and, therefore, still benefited from it.



e Pl Gt Y sl PE cwEEe ¢ R g W Sy W oy e g WS

T st P Pul | SEs STGRS W W sl W Rk S ety W —
. A m—— T WPt iy B . ® e - S e oWt ey

e e e e e g

Lot

o e e e L A e

WA et e N e e
Pomaiirs “cmretees S w—
A b et Ls el

e ey, e v mpaliB, B e T e e e e B W e g By, e ey 8 el
- et P Ca e v Pe e s e N gmarn T e wEm  reen  arvgmmeeiind e

e ww w Pe v F e Pe Wy L W el Sl e e

B AR L e S PR, P W S MR e cESe Ry 8 e @fen s @ PE as
Basrw = Ser ewe ey T W W e G 8 A e W ey T e e
e

e | e -
T e e W—

W ERPTR = - e e aah sl wew e sty P e Cwet s e S
el i & e I

e ey cen ey Pusayl sggertee el | e Pee Soas e



W e e P, AW T, e R, Boaled W @ st S e

W T f Pe et wemgesl b e moeslms W MG e ey -

TN S S —— e vy | wp—

T by, 4 Pe L hmew s wme Vel v M gl ) omn o

I et e i L
. . @ A, e e S e T G e @V S ey —

. ol el @ ey i e e -

e e s wE e

et P g i iy Pw e 8 — ——y W iy s B ey
il

B il e I e B i L R R

L e G S TR A ey sd e o el e e e g e ceee e P By
—-——e

B I

| —— A

) Somy AR Werdh GW QPRI | e et a4 P e e
b -

O Nl o Po WP e e ot 0 R eSS G s e e 8 g s
g

L RPAEe s SRR PRI, e e e e e R T e e



.

e S hareas e, W @eed Sewewww ) el B W have saw  Teewy b el Se
T e Ty Gy W Sy W e Tyweg b g 1 s e e gReegE b aingad e
W g T o . W ——— -]

e E st CEet amd el pew R ERee B S g ¢ W | S Wy SRR e

L e e e e e e e e e mm— S —— e B w —
) - ——

e mmme s b GGG PR Wy v e w8 e w0 e mes e
L e e e s s e e 8 e A e eSS W P .
L e e W T S— — ——y

Thes ey u gt o Be Mt sl B e ey eem e TS AW W e &

AR et W ey W gy A——




Mistake 7 - The Family
Accountant Trap
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