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GUIDE TO

Although this rate is lower than the standard
40%, many families who were previously
unaffected by IHT may now find themselves
impacted, presenting new challenges for
estate planning.

Understanding these proposed changes is
crucial for anyone who owns a family business,
farmland, or other qualifying assets. Effective
planning could help minimise tax liabilities,
safeguard your estate, and ensure your financial
legacy for the next generation.
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Starting in April 2026, farmland and trading
businesses valued over £1 million will enter the
IHT framework for the first time.

While the reduced 20% rate applies only to
these qualifying assets, the associated financial
responsibility could pose challenges for families,
particularly when liquidating assets to cover tax
bills is not feasible.

Early planning is essential to mitigate
exposure and ensure your wealth is preserved.
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1Lifetime gifting

Lifetime gifting is one of the most
straightforward but effective ways to reduce

IHT liabilities. Assets gifted during your lifetime
aren’t subject to IHT as long as you survive for
seven years afterwards.

This can be particularly useful for
transferring ownership of businesses or farms.
By doing so, families can avoid unnecessary tax
consequences while securing the financial future
of the next generation.
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B Affordability: Before making a gift,
ensure it won't compromise your financial
stability. Cash flow planning is critical to
maintaining your lifestyle after gifting.

B Timing: The renewed £1 million limit on
which 100% relief applies exemption every
seven years allows you to make structured,
smaller gifts over time, offering greater
flexibility while spreading the tax benefit.
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John, a Hertfordshire farmer with £2 million
in farmland, gifted half of the land to his
daughter in 2023. By doing so, this portion

of the estate will fall outside IHT calculations
by 2030, assuming he survives the seven-year
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Welcome to our Guide to Navigating the New UK Inheritance Tax Rules.

The October 2024 Budget proposed significant changes to UK Inheritance Tax (IHT) rules, particularly
for trading businesses and farmland owners. Effective from April 2026, these types of assets will have
reliefs capped at 100% for the first £1 million of qualifying assets. For valuations exceeding £1 million, the
relief will reduce the IHT payable by 50%.

timeline. This move alone could save his family
£200,000 in taxes (20% of the £1 million over
the available threshold).
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manage liabilities

For families for whom gifting isn't practical,
selling a business or property could be an
alternative. While the new rules reduce IHT

on qualifying assets to 20%, the proceeds from
asset sales may still be taxed at the standard 40%
rate upon death.
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Placing assets in a trust before a sale can help
reduce tax risks while providing families with
greater control over how sale proceeds are
distributed. Although the upfront costs for
setting up and managing a trust may increase
under the new regulations, early preparation
makes this a worthwhile option for many.

Managing Capital
Selling assets often triggers Capital Gains Tax
(CGT), which can diminish financial gains.
Balancing this with tax-efficient investments,
such as gilts or qualifying corporate bonds, may
mitigate some of these liabilities while providing
a stable income stream.
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Life insurance specifically designed to cover
IHT bills can serve as a safety net to protect your
estate. Policies established within an appropriate
trust are particularly effective, as the payout to
trustees outside of the estate of the donor will
provide funds in order to pay the IHT due.
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Life insurance is a valuable addition to strategies
such as gifting. For example, term policies can
offer temporary coverage for the seven-year
period following a gift, ensuring that heirs have
the funds provided by the policy to meet the
burden of tax.
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Insurance premiums depend on age, health,

and required coverage. For families facing
significant liabilities, the long-term benefits far
outweigh the costs. With our professional advice
we'll enable you to identify the right policy
tailored to your needs.
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David, the owner of a £2.2 million
manufacturing firm, faced a £240,000 IHT
liability under the new rules. He purchased a life

insurance policy and placed it in an appropriate

trust to cover the amount to address this. He
also began gifting company shares to his heirs.
This strategy not only reduces immediate tax
exposure but also preserves the business’s long-
term viability.

Why early planning matters
IHT planning is becoming more complex
under the new regulations. A combination

of lifetime gifting, trusts, and life insurance
offers the flexibility needed to tackle these
challenges and protect your estate. Starting
early provides you with more options and
ensures your plan aligns with your personal
goals and family values.
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No two families are alike, and developing an
effective IHT strategy necessitates thoughtful
consideration of your distinct circumstances.
Seeking professional advice enables you to
grasp the intricacies of the new rules while
maximising the opportunities available.
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The proposed IHT changes introduced in
October 2024 require timely and careful
preparation. Don’t wait until the last minute.
These rules are an opportunity to take control
of your financial future and ensure your assets
remain safeguarded for generations to come. B

We provide expert professional advice

to navigate the complexities of UK IHT.
From lifetime gifting to trust creation
and tax-efficient insurance, our solutions
will help you preserve what you've
worked hard to build. Contact us today
for personalised guidance and start
planning for a secure future.

THIS GUIDE DOES NOT CONSTITUTE
TAX, LEGAL OR FINANCIAL ADVICE

AND SHOULD NOT BE RELIED UPON AS
SUCH. TAX TREATMENT DEPENDS ON
THE INDIVIDUAL CIRCUMSTANCES OF
EACH CLIENT AND MAY BE SUBJECT

TO CHANGE IN THE FUTURE. FOR
GUIDANCE, SEEK PROFESSIONAL ADVICE.
THE VALUE OF YOUR INVESTMENTS
(AND ANY INCOME FROM THEM) CAN GO
DOWN AS WELL AS UP, WHICH WOULD
HAVE AN IMPACT ON THE LEVEL OF
PENSION BENEFITS AVAILABLE.

THE FINANCIAL CONDUCT AUTHORITY
DOES NOT REGULATE ESTATE PLANNING
OR TRUST PLANNING.




ARE YOU READY
TO TAKE CONTROL
OF YOUR ESTATE
PLANNING TODAY?

With expert guidance, we'll help you navigate
the complexities of UK IHT. Don’t leave your
financial legacy to chance—contact us now for
personalised advice and start building a secure
future for your family.

To discuss how we can help you, please
contact us.
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This guide is for your general information and use only and is not intended to address your particular requirements. The content should not be relied upon in its
entirety and shall not be deemed to be, or constitute, advice. Although endeavours have been made to provide accurate and timely information, there can be no
guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No individual or company should act upon
such information without receiving appropriate professional advice after a thorough examination of their particular situation. We cannot accept responsibility for any
loss as a result of acts or omissions taken in respect of the content. Thresholds, percentage rates and tax legislation may change in subsequent Finance Acts. Levels
and bases of, and reliefs from, taxation are subject to change, and their value depends on the individual circumstances of the investor. The value of your investments
can go down as well as up and you may get back less than you invested. Unless otherwise stated, all figures relate to the 2024/25 tax year.



