IHT planning

... in a post budget world.
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This content is based on our understanding of current taxation, legislation and HM Revenue & Customs practice all of which are
liable to change without notice. The impact of any taxation (and any tax reliefs) depends on individual circumstances.

Where content includes case studies or examples these are for illustration purposes and are not recommending a specific course
of action.

Past performance is not a reliable indicator of future performance. The value of an investment can go down as well as up and
your client may get back less than they’ve paid in.

No reproduction, copy, transmission or amendment of this presentation may be made without our written permission.



Learning objectives

By the end of this session, you will be able to:

Assess the impact of
the IHT changes in Describe the Describe the Evaluate the pros
the 2024 Autumn fundamental different treatment and cons of using

Budget on your elements of an IHT of reliefs and gifting gifting and reliefs in
clients’ financial plan. for IHT planning IHT planning
planning




“Wrappers”

ONSHORE OFFSHORE
BOND BOND

Pensions and ISA taken a hit for intergenerational planning



‘ MORE LEGACY PLANNING




Segmenting your clients assets

Expect to be unused and will

Client’s heirs have IHT and / or income tax

liability

May be required to meet

Client’s Peace of Mind
own needs

Client’s Needs Expected to be used to meet

needs




Business Relief Matters



Business Relief - history
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IHT reliefs — wef 6 April 2026
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“AIM Shares”
(quoted but “not listed”)

ot

Qualifying Business Assets Qualifying Agricultural Assets

£1m limit for 100% relief No limit

50% relief for assets over limit Relief reduced to 50% for all




Business Relief options

UNQUOTED AIM LISTED

£2 million

£1,000,000 @ 0% = £0

o, —
£500 000 @ 40% = £200,000 £1,000,000 @ 40% = £400,000

Accept? Insure? AIM to Unquoted? Alternate Strategy?



Home » Money 4 personaltax * Inheritance Tax > Reforms to inheritance fax reliefs: consultation on property cottied into frust
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Trusts

Open consultation

Reformsto Inheritance Tax agricultural 3 R and APR no longer excluded from
property relief and business property iscretionary trust tax charges

relief: application in relationto trusts

published 27 February 2025
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Executive summary At Autumn Budget 2024, the gwemment announced several reforms to agricultural fa I I e d P ETS
1 Inheritance Tax and trusts: property relief and business property relief from Inheritance Tax. In particular: )

relovant background and 7 yea rs refres h

current Law » anew £1million allowance witl apply to the combined value of property that qualifies
3. Transfers made onof after for 100% business property relief or 100% agricultural property relief or both - after

& April 2026 the £1 million allowance has been axhausted. relief willapply ata lower rate of 50%
3. Transitional provision for tothe combined value of qualifying agricultural and business property

_;::;S;gigr?{‘ggzmadc » therateof pbusiness property relief available will be reduced from 100% to 50% inall

circumstances forshares admitted to trading on a recognised stock exchange which ) D H ff

4. Antifragmentation: i . ITfTeren .

property added o multipte are not ‘listed t ru | es fo r d |ffe re nt d ates

trusts on or after 30

October 2024
a. Spccialtrl.st-s
6. Summary of consultation Scope of this consu ltation

questions
7 paymentof Inheritance Tax This technical consultation seeks views on aspects of the application aof the £1 million b A N t | fra g me nt .

by interest-iree instalments  allowante for property settled into trust quatifying fori00% agricultural property relief d t IoON ru I es
8. The consultation process or business property retief. [ ]

periodic charges

Annex A: Case studies
Annex B: Summary of
applica-_ionm‘l.'l mitlion

allpwance to trust property Who should read this



Red money

0 0% relie ore D benericiary Fe
Growth 6% 6% 6% 6% 6%
Starting value £100,000 £100,000 £100,000 £100,000 £100,000
Withdrawal (per annum) £4,000 £4,000 £4,000 £4,000 £4,000
Death after 10
Closing Value £126,362 £126,362 £126,362 £126,362 £126,362
Withdrawals £40,000 £40,000 £40,000 £40,000 £40,000
Income tax £0 £0 £0 £0 £0
dra
IHT
(assume no NRB) £0 £50,545 £25,272 £0 £50,545
20% Beneficiary Income Tax f0 f0 £f0 £13,272 £15,136
Deductions £0 £50,545 £25,272 £13,272 £65,681
o e
Legacy Value £126,362 £75,817 £101,090 £113,089 £60,654




Gifting Matters



Inheritance Tax

Exempt

Potentially Exempt (PET)

=
(%)

@\D Chargeable (CLT)
Largely as is




Trusts

Holding BR Holding
and APR Excluded
assets Property




Pension IHT Matters



At Autumn Budget 2024, the government announced several
measures to reform Inheritance Tax. This included a measure to
bring most

for Inheritance Tax purposes from

As part of these changes,

any Inheritance Tax due
on unused pension funds and death benefits.

Technical consultation - Inheritance Tax on pensions: liability, reporting and payment,



Where we are after 2027

AGE 75
———— —No—
IHT IHT
(unless exempt) (unless exempt)

NO
INCOME IN%X)I;/IE
TAX*

(Marginal / 45%)

The “2 year” rule

* DB income is taxable, lump sum benefits subject to LSDBA



Pension Funding

Moving money




£100 of pension beyond April 2027

40% 52% 64% 67%

40% for pre 75 deaths and non pension assets



Scenario 1 y 7

: : In pension
dlenaghegfleo% delra]tpr)wer?os:t)r%) Loan trust Exempt Gift Business relief deezi;ljlc_ﬁt) 75

Growth 5% 5% 5% 5% 5% 3% 5%
Pension value £100,000 £100,000 £100,000 £100,000 £100,000 £100,000 £100,000
Gross value £110,250 £110,250 £110,250 £110,250 £110,250 £106,090 £110,250
IHT (assume no NRB) 40% £0 £0 £40,000 £40,000 £0 £42,436 £0
Income tax 20% £0 £22,050 £2,050 £2,050 £2,050 £0 £22,050
Net legacy £110,250 £88,200 £68,200 £68,200 £108,200 £63,654 £88,200
Gross value £110,250 £110,250 £110,250 £110,250 £110,250 £106,090 £110,250
IHT (assume no NRB) 40% £44,100 £44,100 £40,000 £40,000 £0 £0 £0
Income tax 20% £0 £13,230 £2,050 £2,050 £2,050 £0 £22,050
Net legacy £66,150 £52,920 £68,200 £68,200 £108,200 £106,090 £88,200
Gross value £140,710 £140,710 £140,710 £140,710 £140,710 £122,987 £140,710
IHT (assume no NRB) 40% £56,284 £56,284 £40,000 £0 £0 £0 £0
Income tax 20% £0 £16,885 £8,142 £8,142 £8,142 £0 £28,142

Net legacy £84,426 £67,541 £92,568 £132,568 £132,568 £122,987 £112,568
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IHT calculation

Net Estate (after liabilities)
+

settled property*
+

Lifetime gifts within 7 years of death

Exemptions

Reliefs

Available RNRB(s)

Available NRB (s)

* where there is settled property and tax due the bill is proportioned between the estate and the settlement



The plan

PENSIONS
Apportioning
April 2027

WILLS RNRB
RNRB & NRB Tapering

NIL RATE BANDS




IHT planning

NIL RATE BANDS




IHT is a tax on gifts

More mitigation options 15t death or 2"d death

When to gift?



IHT planning hasn’t changed

Access Control Tax
/ AN / \
Your Their Owning

: C e . . " in” |
client  beneficiaries directly ~lrusteeship It follows!



KYC

Objectives

Pros and
Ccons

CLIENT

Alternatives Experience



Insurance?

Good... Not so good...

e Simple?
e Keep access to whole estate
e Liquidity on death (if in trust)

e Does not reduce IHT

* Cost

e Trust required — complexity
e Lapse risk?

Are you happy not reducing your IHT liability?



Business Relief or Gift

5 things you need to consider




They’ve left it too late

Age Sex
=] | Male |
Calculate your life expectancy

Your average life expectancy is

91 years

However there's a chance you might live longer...

® 94 years e 97 years

1in 4 chance 1in 10 chance

Chance of reaching age (%)
100

91 years
Your life
expectancy

75

50

25

e 100 years

3.0% chance

85 105 110

120

125
Age

Sex

Age
-] =
Calculate your life expectancy

Your average life expectancy is

93 years

However there's a chance you might live longer...

® 96 years ® 99 years e 100 years

1in 4 chance 1in 10 chance 6.2% chance

Chance of reaching age (%)

100 93 years
Your life
expectancy

75
50
25

90 95 100 105 110 115 120 125
Age

2 years and hope might be the only chance they have?



Access

Business Relief Discretionary Trust Absolute Trust Outright gift
Yes Dependent on type Dependent on type
Client (None, Capital or Reg (None, Capital or Reg None
Payment) Payment)
Gift required Trust distribution Trust distribution Complete
Benefici : ) : )
eneficiary (may be a failed PET) (maybe reslicc:;c:)ed DGTor (maybe reslj:c:;cr:?d DGT or (once 18, or 577)

How much money do they need to be available for beneficiaries immediate spend?



Flexibility

Business Relief Discretionary Trust Absolute Trust Outright gift
None Full Full Full
Investment : L : L : L :
(unless change provider)  (fund switching available) (fund switching available)  (fund switching available)
Full Full None None
Beneficiaries (distributed by will) T TSEE. i A (beneficiary selected at (beneficiary selected at
outset) outset)

Are you certain on who the beneficiaries are to be?



Investment

Business Relief Discretionary Trust Absolute Trust Outright gift
Limited Asset Classes Full Full Full
Diversification (split between (wide investment (wide investment (wide investment
providers?) universe) universe) universe)
Varies Full Full Full

Liquidit : . . : : :
AR (dependent on asset)  (subject to suspension) (subject to suspension) (subject to suspension)

Would you recommend it if there was no IHT liability?



Legislation

Business Relief Discretionary Trust Absolute Trust Outright gift

No change to gift

treatment No change to gift
(retrospection unlikely) & & No change to gift
: treatment
Claimed on (retrospection unlikely) treatment
Risk gifting/death Potential for change in P Y (retrospection unlikely)
trust :
Relief may change (periodic/exit charges) DS/l RN NEOOI claimed on

death death

DGT/NEOOI claimed on
death

If the client was expected to live for over 7 years would you use business relief?



Timeline - Reliefs v gifting

Business

Relief

Asset
becomes
eligible for
relief
0 2
years years
Gifts leave
estate

Growth on gifts
“leave estate”.

3
years

Non-exempt
gifts become
eligible for
taper relief on
any tax due if
death <7rs

7
years

Non-exempt
gifts no
longer added
back into
estate.

IHT based on asset
being eligible AND
relief available.

10
years

CLTs may
have
periodic
and exit
charges

No IHT

At what point are the downsides not worth the potential for failed planning?



Business Relief 3% v Loan Trust 6%

£180,000
£160,000

£140,000

20% tax on bond gain

No tax on BR £120,000
40% IHT on Loan

50% IHT relief on BR

100% IHT relief on BR

£100,000

£80,000

£60,000

£40,000
0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15

@=»]100% Bus Rel e===50% Bus Rel e=mm|o0an

Should you let the tax tail wag the investment dog?



Learning objectives

By the end of this session, you will be able to:

Assess the impact of
the IHT changes in Describe the Describe the Evaluate the pros
the 2024 Autumn fundamental different treatment and cons of using

Budget on your elements of an IHT of reliefs and gifting gifting and reliefs in
clients’ financial plan. for IHT planning IHT planning
planning




Please complete the feedback
form



Thank you for your time

Get in touch with your usual M&G contact if you need further help



M&G plc, incorporated and registered in England and Wales. Registered office: 10 Fenchurch Avenue, London EC3M 5AG. Registered number: 11444019. M&G plciis a
holding company, some of whose subsidiaries are authorised and regulated, as applicable, by the Prudential Regulation Authority and the Financial Conduct Authority.
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