
 

 
 
 
 
 
 
 
 
 
 
 

 
 
The so-called Family Investment Company, or FIC, has become 

increasingly popular in recent years as a tool for managing investments 

on behalf of family members and managing the senior members’ taxable 

estates.   
 
There are a number of important reasons, outlined briefly below, why the FIC is an attractive 
alternative to other vehicles which might undertake the same, or similar, roles.   

 
This is the classic and simplest depiction of the FIC: 
 

 

 

 

 

 

 

 

There are different ways the FIC structure can be established and different “bolt-ons” which can be 
added to extend its role and scope. The classic arrangement outlined above performs the following: 

I. Mr & Mrs Senior have transferred monies (only monies which they can afford to give away) 
to/for the benefit of their children and grandchildren etc.  Those monies are injected into a 
FIC; 

II. Mr & Mrs Senior have made the above transfer on the basis of “Potentially Exempt 
Transfers” (PETs) such that those gifts will only become chargeable to Inheritance Tax (IHT) 
in the event of their death(s) within the seven years following the gift(s); 
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III. Mr & Mrs Senior retain control over all of the value which is contained within the FIC 
through one or more special shares which confer voting rights (or through their 
directorships of the FIC); 

IV. The monies invested in the FIC are invested according to Mr & Mrs Senior’s wishes with due 
regard to what they wish to achieve for their descendants and when; 

V. Mr & Mrs Senior decide when (and how) to turn on the “tap” to allow value to flow from the 
FIC to any (or all) of their descendants in order to meet the needs or wishes of those 
individuals.  

The classic structure boasts a number of important advantages which help to explain its popularity in 
recent years: 

• The use of PETs means that unlimited amounts of value can be transferred into this 
structure without any IHT charges (unlike gifts into trust which are subject to lifetime IHT 
charges at 20% where they exceed each transferor’s £325,000 nil rate band in any seven 
year period). 

• The FIC is a normal limited company which is generally understood by most, if not all, of 
those who decide to use it (unlike trusts which can be inhibiting to many because they are 
relatively unfamiliar). 

• As a normal UK limited company, the FIC is subject to a relatively benign tax regime with all 
taxable profits, income and gains taxed at a tolerable 19% (the lowest rate among the G20). 

• Furthermore, where equities are to be part or all of the investments to be made by the FIC, 
dividend income is normally exempt from Corporation Tax. 

• A UK limited company is not subject to the IHT regime which applies to a trust – so no “ten-
year anniversary charges” or “exit charges” apply to capital extracted. 

• In view of the way the monies are injected into the FIC, value can come out to the 
descendants in either capital or income form, as the controlling shareholders dictate, often 
with a view to minimising the taxation consequences for those recipients.   

• Capital can often come out tax free; income can often take advantage of the recipients’: 

I. dividend nil rate bands; 

II. personal allowances; and 

III. basic rate bands, within which they are taxed at just 7.5%. 

• Where a formal trust arrangement can be beneficial, notwithstanding the existing benefits 
of a FIC, this can be established to hold some of the “valuable shareholdings” (per the 
diagram above) on behalf of some (or all) of the descendants in question.  

Summary 

A FIC provides a potentially very effective and tax efficient investment vehicle in which control 
continues to be exercised in full by the senior generation (normally) without IHT costs (on the way 
in, or on the way out) with low taxation suffered inside the FIC and low taxation in extracting value 
for use by the descendant beneficiaries when the time is right.    



 

Contact us  
 
Should you have any queries or require any further information  
please do not hesitate to contact us personally. 

 
Maxine Brown, Tax Partner 
T: 0161 926 0506 
M: 07747 215 711 
E: mlb@haroldsharp.co.uk 
 

 
Heather Cunningham, Managing Director  
T: 0161 926 0511  
M: 07881 781344 
E: hc@haroldsharp.co.uk  
 

 
 
Why Harold Sharp?  
 
Harold Sharp is a leading independent accountancy and business 
advisory practice located in South Manchester, supporting ambitious 
clients in the North West region and beyond.  
 
Since 1927 we have been giving businesses the space to turn their 
boldest ideas into reality. Today we are a 50-strong team with digital 
technology at the heart of our business strategy, but we maintain our 
rich history with the founder’s grand-daughter, Managing Director 
Heather Cunningham, still actively involved with the practice. Our 
success is down to our high-quality service that retains clients and 
results in durable, long-term relationships. In fact, one of our first 
customers still uses our services over a century on. 
 
The firm is led by an enterprising and talented team of four directors, 
who seek to build upon the firm’s outstanding reputation and 
excellent credentials, while continuing to develop the practice’s 
expertise and progressive approach. A mixture of home-grown talent 
and selective appointments from larger accountancy practices, the 
directors focus on all issues relevant to owner-managed businesses 
and provide a single contact point for the resolution of all accounting 
and taxation matters.   
 
Whether it’s tax, consultancy, planning, accounting or outsourced 
services, we take pride in providing a personal service to our clients. 
Led by our directors, partners and managers, we work closely with our 
clients to understand their requirements and present practical 
solutions for tackling their current business challenges and planning 
for the future.  

“Taxation planning and 

advice has been my ‘thing’ 

for over 30 years. It’s an 

absolute joy and privilege to 

work hard with businesses 

and owners to make a real 

difference in their retention 

of wealth.” 
 Maxine Brown,  

Tax Partner 

“We’ve a longstanding 

relationship with Harold 

Sharp, built on trust, 

reliability and their 

outstanding attention to 

detail. They are also 

proactive and keep us ahead 

of the game.” 
 John Adair,  

Bonfiglioli 

“The depth of relationship 

we enjoy with Harold Sharp 

sets them apart. They care 

like they are part of our 

business.” 
 Shirley Williams,  

Golden Eagle 

mailto:cb@haroldsharp.co.uk
mailto:hc@haroldsharp.co.uk

