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Articulate the Inheritance Tax (IHT) changes 
impacting clients made at the budget

Better understanding of the transitional rules 
and changes proposed in the budget 

1

2

Learning objectives

Identify clients who need to adapt or 
implement changes to their IHT legacy plans 3



Inheritance tax
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Inheritance tax: the basics
Inheritance tax is paid on the value of the assets that a person leaves behind when they die. It can 
also apply to some gifts that are made before someone dies.

Not everyone is required to pay inheritance tax

Everyone gets an inheritance tax-free allowance of £325,000 (the nil-rate band)

Anything above £325,000 will be taxed at 40% when a person dies

There are plans that can be put in place for what happens to an estate when someone dies
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The resident nil rate band (RNRB) rules
The additional inheritance tax allowance of up to £175,000 only applies to the family home in 
certain circumstances. Not everyone will benefit.

Tapers on estates worth 
more than £2 million. 

£1 lost for every £2 over 
£2 million.

Property passes to
direct descendants on 

death

Owned and lived in
a property

Capped at value of 
home
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Inheritance tax overview

Some gifts are exempt immediately 

Annual 
exemption £3,000

Small gifts £250

Marriage
Parent: £5,000
Grandparent: £2,500
Other: £1,000

Gifts from 
income

Gifts made as part of normal
expenditure out of income

Charitable 
donations

£ unlimited + gifts over 10% of net
estate reduces IHT rate to 36%

Inheritance tax gifting taper relief
for gifts above NRB

Years before death % IHT payable

0-3 100%

3-4 80%

4-5 60%

5-6 40%

6-7 20%

Additional nil-rate band applicable 
ONLY to a residence

Frozen to 2030 £175,000

Chargeable 
transfers Death rate

Lifetime settlement 
into discretionary 

trusts
£0-325,000 

(nil rate band) Nil Nil

Over £325,000 40% 20%



Key Autumn 2024 Budget changes
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Key inheritance tax Budget changes

Agricultural Property Relief (APR) and Business Relief (BR)-qualifying companies (unquoted) from April 
2026
£1m combined APR and BR allowance @ 100% inheritance tax (IHT) relief.
Above £1m @ 50% IHT relief. An effective IHT rate of 20%.

Business Relief-qualifying companies (AIM) from April 2026
50% IHT relief. An effective IHT rate of 20%.

Pensions included for inheritance tax from April 2027
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• Government consultation period 12 weeks.
• Government response period 12 weeks.

• Finance Bill from first reading to Royal Assent 2-4 months.

Pension and Business Relief – the road to legislation

30-Oct-24 22-Jan-25 26-Mar-25 Apr-25 Jul-25 Autumn
(Oct/Nov-25) Feb/Mar-26 

Budget 2025

Pension 
consultation
Stage 1 starts

Pension 
consultation
Stage 1 ends

Spring 
statement

Pension 
consultation
Government 

response to stage 1

Pension 
consultation

Stage 2 starts - draft 
legislation 

Pension 
consultation

Stage 2 ends – draft 
legislation

Finance Bill 
2025-26

Finalised 
legislation 

2025-26

Budget 2024

Business Relief 
consultation

Trusts

* The timelines above are estimations and cannot be used to predict precise dates of events.
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Reconfirmed

Business/Agricultural Relief

New Not explicitly clarified

£1m not 
shareable

£1m reset every 7 
years (or 10 for 

trusts)

Multiple trusts 
same settlor - 

post 30 October 
2024 share £1m

No BR in 
pensions

Trust transfer 
in/out - October 
2024 –April 2026 

unimpacted 

£1m to increase 
with inflation 
from April 30

BR replacement 
relief – AIM to 

unquoted

Transfers before 
30 October 2024 

protected
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Reconfirmed

Pensions

New Not explicitly clarified

Spousal and 
dependant 

transfers exempt

Death in service 
pensions exempt

All other 
pensions subject 

to IHT

Personal 
representatives 

liable

No BR in 
pensions

IHT relief against 
income tax paid 
by beneficiaries

RNRB £2m 
tapering test

Pension in 
drawdown caught
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Sarah is 66 and is widowed.  
She has an estate worth £2,450,000. 
This is made up of:
House - £600,000
Unquoted BR investments - £350,000
AIM BR investments - £200,000 

2025 2026 2027
Estate £2,450,000 £2,450,000 £2,450,000
Less pension (£800,000) (£800,000) n/a
Less unquoted BR investments (£350,000) (£350,000) (£350,000)
Less AIM BR investments (£200,000) (£100,000) (£100,000)
Less RNRB and NRB (£1,000,000) (£1,000,000) (£775,000)
Remaining £100,000 £200,000 £1,230,000
IHT @40% £40,000 £80,000 £490,000
NRB and transferable NRB £650,000 £650,000 £650,000
RNRB and transferable RNRB £350,000 £350,000 £125,000

This example is for illustrative purposes only. It assumes no gains or losses on the assets referenced, and no product fees 
have been included.

IHT Budget impact 2025-2027

ISA non-BR qualifying - £300,000
General investment account (GIA) - £200,000
Pension - £800,000



The estate planning opportunity
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1. The need for estate planning is growing 

1 Inheritance Tax Receipts, HMRC, as of 31 March 2025. 2 Office for Budget Responsibility (OBR), March 2025 Economic and Fiscal Outlook.

£8.2bn
IHT receipts between 

April 2024 to March 20251  

£9.1 bn 
in 2025–26

Your clients
Create a suitable plan to pass as 
much wealth on as possible to their 
loved ones

Your business
Discover client assets, retain assets 
under advice, grow your business

£13.9 bn 
by 2029–30
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2. Part of your Consumer Duty obligations
Estate planning using Business Relief

Deliver 
good outcomes

Avoid 
foreseeable harm

Your clients
Clients can pass on more of their 
wealth

Your business
Evidence ‘value’ of advice, able to 
charge more as area of skill



Estate planning strategies
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Gifting

Trusts

Charity

Life insurance

Pension

Business Relief

Included in IHT 
from April 2027

Reconsidering the order of estate 
planning for clients
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Spend it



Benefits
• Easy to understand
• Can see the recipient benefit
• Reduces value of estate

Drawbacks
• Irreversible and loss of access
• Clients can’t get their money back if 

they need it later on
• Uses NRB if death within seven years
• Unsuitable for Power of Attorney 

(POA)
• Seven years for full IHT relief

Gifting
Gifting is a popular way to reduce 
the value of a client’s estate 
before they die.
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Taper relief
If a client makes a gift and dies within seven years, the value of the gift will be included in their 
estate and the beneficiary will have to pay any IHT due. 

Time between making gift and death Rate of taper relief

0 – 3 years No taper relief

3 – 4 years 20%

4 – 5 years 40%

5 – 6 years 60%

6 – 7 years 80%

7+ years No inheritance tax due

Only applies 
to gifts of 
more than 
£325,000
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IHT403 – Documenting gifts

Schedule IHT403 (publishing.service.gov.uk)

https://assets.publishing.service.gov.uk/media/5f60b44cd3bf7f7234487bf0/IHT403-05-20.pdf


Benefits
• Can reduce the value of the estate on 

death
• Gives client control over what happens to 

assets after they have given them away
• Can be useful for long term inter-

generational planning

Drawbacks
• Irreversible and loss of access
• Tax may be payable upon set up and if 

the client dies within seven years
• Can be complicated and expensive
• Uses up the NRB

Trusts
Trusts can be used to ensure assets are given 
to beneficiaries in a controlled manner, without 
incurring an inheritance tax bill.
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Discretionary trusts

Trust assets 
outside of 

settlors and 
beneficiaries 

estates

Trustees 
with 

maximum 
control

Named or 
class of 
potential 

beneficiaries 

CLT, 10 year 
periodic and 
exit charges
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Business Relief Trusts - £1m allowance
Charges after 6 April 2026

Pre 30 October 2024 After 30 October 2024

Each have £1m 
allowance

Share a £1m 
allowance

£1m is reset every 
10 years

Exits 

10 year periodic

Uses £1m allowance

Multiple trusts one settlor
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Charity



Benefits
• Client maintains access and control 

over their money whilst they are alive
• Instant inheritance tax benefit

Drawbacks
• Medical underwriting is often required
• Policies are usually expensive
• Doesn’t reduce inheritance tax due 

on an estate
• Value of policy part of estate unless 

put into trust

Life insurance
Clients can take out a life insurance 
policy that can help to pay any 
potential IHT bill when they die. 



Business Relief



28

Business Relief:

For clients For your business

 Hold for at least two years

 Fast inheritance tax planning

 Access

 Simple

 Potential for investment 
growth

1

1

1

1

Supports your consumer duty 
obligations

Professional connections

Intergenerational door opener 

Used alongside and part
of all planning



29

Claiming the allowance

Source: Inheritance Tax account, IHT400, www.gov.uk

IHT 400

Section 
39 for 

BR
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Who could a BR-qualifying investment be suitable for?

Clients investing in BR-qualifying investments needs to be comfortable with the risk profile associated with this type of investment.

Clients who want 
access and control

Clients who need a 
fast inheritance tax 

solution

Clients with a 
Power of Attorney 

in place

Clients who have 
sold a business

Planning for IHT 
on pensions

Planning for 
clients with over 
£1m of assets in 
Business Relief 

Maximising 
married couples’ 
IHT allowances

Planning for 
clients with AIM 
Business Relief 

portfolios 



Deep dive into post-Budget client 
planning
Planning now for deaths after April 2026
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Wendy
• House: £700,000

• ISA non-BR qualifying: £200,000

• GIA: £300,000

• Pension: £800,000

• Total Estate: £2,000,000

• Not accessed pension

• £325,000 NRB and £175,000 RNRB

Pension pot IHT planning
Under 75

£600,000

IHT calculation
6 April 2027

Revised IHT calculation
6 April 2027

Planning 
6 April 2025

• Maximum lump 
sum £268,275

• Business Relief 2-year 
hold.

25% tax free lump sum 
with BR investment: 

£200,000

Gift out of surplus income: 
£80,000 over 2 years

Income tax: marginal rate

• Standard of living 
• Pattern of giving
• NRB unused
• No 7-year gifting rule 

£488,000



Susan is 78 and has not yet accessed her pension.

Pension IHT planning – investors over 75
Pension drawdown, freed up capital and Business Relief

Draw down marginal 
rate of tax

Fund
lifestyle

Reinvest

Unquoted BR 
investment

Freed up

Pension pot Capital

No IHT as funds
are spent

100% IHT relief 
up to £1m. 50% 
relief thereafter



Planning for clients wanting to retain access and capital

Liquidity in BR-qualifying investments is not guaranteed.

Carol is 86 years old and widowed.

Her estate is worth £1.5 million, and she is receiving 
income from a pension.

She wants to do estate planning with her 
grandchildren in mind but is reluctant to give away 
assets in her lifetime in case she needs them.

Carol’s adviser suggests selling £250,000 of her 
existing share portfolio and making a BR-
qualifying investment. 



35

Maximising Agricultural/Business Relief allowances

Joint tenants vs 
tenants in common

Mirror wills
£1 million unquoted 

allowance not 
shareable

Deed of variation

BR successive transfer 
and succession reliefWill writing / amendingSpousal exemptions
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* All details relating to the tax treatment of trusts and Business Relief assets are subject to consultation.

Transfers into trust and deaths after 6 April 2026

Unquoted BR

AIM

No CLT

Gift Death in 7 
years

No IHT No CLT

Gift Death in 7 
years

New rules 
apply

New rules 
apply

Gift Death in 7 
years

New rules 
apply

Nil rate band 

Before 
30 October 2024

30 October 2024 – 
5 April 2026

6 April 2026 – 
onwards

Business Relief, trusts and the Autumn Budget 
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Farmers & Business 
owners

Lifetime gifts farm/businesses
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Articulate the Inheritance Tax (IHT) changes 
impacting clients made at the budget

Better understanding of the transitional rules 
and changes proposed in the budget 

1

2

Learning outcomes

Identify clients who need to adapt or 
implement changes to their IHT legacy plans 3



How Octopus can help
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2000
Founded in 

70%
Private business

owned by employees31502+

Investment
professionals

£9.9bn2

Funds under 
Management

The Octopus Group is a certified B Corporation

• Meeting the highest standards of 
verified social and environmental 
performance, public transparency and 
legal accountability.

• Working to redefine success in 
business by measuring success by 
more than just profit. 

• The interests of employees, 
customers, communities, environment 
and shareholders are treated equally.  

A snapshot of Octopus
The largest provider of Business Relief-
qualifying investments1

1 By funds under management, Comprehensive Analysis of Business Relief Offers, Tax Efficient 
Review, April 2024.
2 Octopus as of 30 June 2025. Funds under Management includes undrawn commitments, funds 
under advisory mandates and funds monitored, and is based upon the latest available information 
at the time of calculation. The figure includes Octopus Investments, Octopus AIF Management 
and Octopus Investments Australia.
3 Relates to Octopus Group Holdings Limited.
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Sales and 
Customer team

Intergenerational 
Planning team

Ask 
Octopus The Knowledge Base

Award winning sales and 
customer team of around 
100 people based on our 
London office and around 
the UK.

The team is there to help you 
and your client’s pass on as 
much of their estates as 
possible onto loved ones. 

Ask us a technical question 
about estate planning or 
inheritance tax.

A suite of IHT whitepapers, 
webinars, tools and technical 
support for advisers.

We have dedicated resources and technical expertise to help you
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Octopus Legacy, part of the Octopus Group, can offer 
support for you, and when the time comes, your 
beneficiaries.
Octopus Legacy offers legal, practical and emotional 
support with estate planning and following a 
bereavement. Services include wills, power of attorney, 
grant of probate and professional executorship.

We have partnered with Octopus Legacy and arranged 
two lifetime estate planning packages of their services, 
offered at preferential rates for eligible customers 
making new investments of more than £250,000 in our 
estate planning products.

Please speak to your Octopus Investments contact 
to find out more.

Estate planning support for your clients 
and their loved ones
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Octopus BR investments

Octopus Inheritance Tax Service
• Launched in 2007.
• Discretionary fund management service that invests 

in one or more unlisted companies expected to qualify 
for BR

• Aims to deliver a consistent, predictable return of 3% 
per annum to investors and provide liquidity if needed.

OITSPlus
• OITSPlus invests in the same unquoted companies 

expected to qualify for Business Relief (BR) as the 
Octopus Inheritance Tax Service. 

• It includes our two-year insurance cover for eligible 
advised investors.

• Our insurance aims to cover 40% of initial investment 
to mitigate inheritance tax liability if an investor dies 
within the two-year qualifying period to achieve relief 
from inheritance tax.

• No requirement for a medical examination or 
complicated questionnaire. 

Octopus AIM Inheritance Tax 
Service & ISA
• A portfolio of 25–30 smaller companies listed 

on the Alternative Investment Market.
• Launched in 2005.
• Targets significant growth for investors.
• Also available in an ISA.

Two established services targeting qualification for BR
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Useful documents

Untangling IHT 
guide

SIFA Professional – 
Financial Solutions for 

Estate Planning

Guide to being
an executor

BR and trusts 
guide

Client friendly 
videos

IHT toolkit Planning 
scenarios
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Key investment risks

Capital at risk

These investments are 
high risk. The value of an 

investment, and any 
income from it, can fall as 

well as rise. 

Investors may not 
get back the full amount 

they invest.

Tax treatment

Tax treatment depends 
on an investor’s 

personal circumstances 
and may change in the 

future.

Qualifying status

Tax reliefs depend on 
the portfolio companies 

maintaining their qualifying 
status.

OITSPlus 
eligibility

For OITSPlus investors
the benefits offered by 

Octopus’ Insurance Policy 
only apply to eligible deaths. 

Ineligible deaths, or a 
misrepresentation in the 
health declaration could 

result in the Insurer refusing 
to settle a claim under the 

Insurance Policy.

Volatility and 
liquidity

The shares of AIM and 
unquoted companies 

could fall or rise in value 
more than shares listed on 

the main market of the 
London Stock Exchange. 
They may also be harder 

to sell.



0800 316 2067  
support@octopusinvestments.com 
octopusinvestments.com

Octopus Investments
33 Holborn,
London EC1N 2HT

Thank you
If you’ve got any further questions about this webinar, 

please get in touch with our inheritance tax experts using 
the details below.



0800 316 2067
support@octopusinvestments.com
octopusinvestments.com

Octopus Investments
33 Holborn
London EC1N 2HT

These are high risk investments. Any recommendation should be 
based on a holistic review of your client's financial situation, 
objectives and needs. 

This presentation does not constitute advice on investments, legal 
matters, taxation or any other matters. Personal opinions may 
change and should not be seen as advice or a recommendation. 

All information, unless otherwise stated, is sourced from Octopus 
Investments and is correct as of July 2025.

Issued by Octopus Investments Limited, which is authorised and 
regulated by the Financial Conduct Authority. Registered office: 33 
Holborn, London EC1N 2HT. Registered in England and Wales No. 
03942880. We record telephone calls. Issued: September 2025. 
CAM00XXXX
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