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What we know P, ROYAL LONDON

Death in service benefits IHT to apply to unused pension

(registered schemes) exempt Residence-based taxation funds from 06/04/2027
Spousal / civil partner Survivor benefits from APR and BPR capped £1m NRB and RNRB remain
exemption applies joint life annuities not cumulatively. Non-transferrable frozen until 2030

subject to IHT from 06/04/2026



A suite of protection solutions 4 ROYAL LONDON

Joint Life 2nd ’ .
Death Term

Cost effective estate planning

Trusts

Control

IHT
liability

Legacy and liabilities

Gift Inter Vivos e @ Whole of Life
(Guaranteed / Reviewable)
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Putting the solutions into practice
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Gustav Anna

Control

Legacy and liabilities Legacy and liabilities



Gustav

- Age 75

- Widowed

- Homeowner, property worth £1,750,000 mortgage free
- |Income drawdown £350,000

- £18,000 p.a. DB income

- Receives £12,000 p.a. in State Pension benefits

- Two children — Anna (55) & Theo (45)

- Existing WOL plan to cover IHT on home.




Gustav 4 ROYAL LONDON

Current position Post-April 2027 position

Residential property £1,750,000
Gustav’s pension £350,000

Standard nil rate band (£325k) and residence nil
rate band (£175k), transferrable. m Total subject to IHT £2,100,000
Total £1,000,000

Residential property £1,750,000

Total IHT liability: Total IHT liability
(£1,750,000 - £1,000,000) x 40% = £300,000 (£2,100,000 - £950,000) X 40% = £460,000

£160,000
Additional IHT liability



Gustav 4 ROYAL LONDON

What we know Possible solutions

Gustav has a substantial home value but limited Do nothing...
cash reserves outside his pension.

Existing WOL plan to cover the IHT charge on

the property. Gift

He wants to provide his son, Theo, with a
£100,000 house deposit while also aiming to

reduce his potential inheritance tax charge. Specialist strategies

Insurance

OCO0W
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An indefinite liability 4 ROYAL LONDON

A whole of life plan is designed for clients who want to mitigate an overall IHT liability on
their death. The level of cover should be equal to the client’s potential IHT liability after
you've considered all appropriate allowances and reliefs.

Guaranteed Reviewable Hybrid
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Why you should be fussed about trusts 4 ROYAL LONDON

Discretionary? Bare?
Something else?

= Right Money

==  Right Hands Impact of the Relevant

Property Regime?

==  Right Time

Does the trust need to be
registered?

12
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Anna
Legacy and liabilities

Gustav
Legacy and liabilities
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Anna

She is 55
Sole owner of a trading business valued at £1.5m

Divorced with 2 adult children who work in the business
but are not shareholders

Owns a £500,000 home

No pension provisions.




Anna

Current position

Anna owns 100% of a trading business worth
£1.5m and qualifies for 100% Business Relief

Full standard nil rate band (£325k) and
residence nil rate band (£175k) available

Total IHT liability: minimal or nil

£100,000
Additional IHT liability

4 ROYAL LONDON

Post-April 2026 position

New Business Relief cap. 100% relief on first
£1m, 50% relief on next £500k

£500k x 50% % 40% = £100,000 IHT liability

Full standard nil rate band (£325k) and
residence nil rate band (£175k) available

15
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What we know Possible solutions

Anna faces a potential £100,000 IHT liability Life Cover for the IHT liability
post-April 2026 due to the Business Relief cap.

While gifting shares is one strategy, it carries
risks (e.g. loss of control, PET survivorship). Business Protection

Protection advice offers a guaranteed solution
to cover this liability.

Relevant Life

16



Guaranteed whole of life vs savings account

Amount of cover

£120,000

£100,000 Results

4 ROYAL LONDON

£80,000 Amount of cover £100,000
60,000 Policy year where a claim is expected 38
Premiums paid by expected point of claim £58,865

£40,000
Value of savings in bank account (2% interest rate) £85,738

£20,000 . .

Value of policy compared to savings £14,262

£0
T S - T T T - S ) S S P P - I " B ¥ Life 1

Policy Year
Age at which savings value equals amount of cover value 97
—p SAVINQS g Savings net of 40% IHT charge — — Amount of cover — — Expected claim point
Age at which premiums paid equals amount of cover value 120+
Shortfall between amount of cover and savings Additional shortfall if subject to 40% IHT charge

What if the liability changes?

Life expectancy is based on the Institute and Faculty of Actuaries’ Continuous Mortality Investigation ‘16’ series assured
lives mortality tables. Ex Smoker rates have been derived using non-smoker mortality rates with a flat loading applied.

17
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Theo
Control

Anna
Legacy and liabilities

Gustav
Legacy and liabilities
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Theo

- Married, age 45
- Looking to get on property ladder
- Three children, triplets 4 years old

« Annual income £70K.




Theo 4 ROYAL LONDON

What we know Possible solutions

While Theo faces no immediate IHT problem,
he is subject to the high-income child benefit
tax charge.

3rd party pension contribution
Via a single premium

3rd party pension contribution
To assist with a house deposit, the gift from Via a regular premium
Gustav will be considered a PET.
Equity Release
Gustav is also interested in giving money to
his grandchildren.

Interest on Equity Release
Equity release interest is a factor to consider. quity

Insurance

C0O006O
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Theo

Equity release

Provides £100K lump sum, tax free

man Gift will be a PET
Will require short term protection policy

=l VWho pays the protection premiums?

Interest on equity release

Reduces value of estate

Residence nil rate band




The impact if the PET fails? 4 ROYAL LONDON

Years_ after Taper Rate of t_ax on the Taxable amount IHT due Cover Term
gift relief gift amount
0 — 3 years 0% 40% £100,000 £40,000 £8,000 3
3 —4 years 20% 32% £100,000 £32,000 £8,000 4
4 — 5 years 40% 24% £100,000 £24,000 £8,000 3
5 — 6 years 60% 16% £100,000 £16,000 £8,000 6
6 — 7 years 80% 8% £100,000 £8,000 £8,000 7
7+ years 100% 0% £100,000 £0 (fully exempt)

Who pays the premiums? What about the residual estate?

22



Planning with Joint Life Second Death Term 4 ROYAL LONDON

Timing

Provide clients with time to implement other estate
planning strategies.

Estate planning efficiency
Designed for IHT mitigation, especially for couples
leaving assets to each other on first death.

®& Jo

Cost-effective alternative
They can offer affordability for clients with large
estates but limited liquidity.

Shifting mindset
Recent changes to IHT rules are prompting a
radical re-think in estate planning.

23



Intergenerational planning

O ~s0

Gustav aged 75

Son Theo, 45, has 4-year-old
triplets. Daughter Anna will
get a greater share of estate.

Q Theo

Has an adjusted net
income of £70,000, but no
disposable income.

Currently taking ad hoc
income from income
drawdown policy but
considering increasing
this to gift out of
normal expenditure.

4 ROYAL LONDON

Theo

For the £10,000 Theo
earns over £60,000, as
well as paying higher
rate tax, he also loses a
further £1,574 in child
benefit tax charge. Total
income tax charge
£5,574.

24



Intergenerational planning

9 Gustav

Gustav decides to
contribute £2,880
(£3,600 gross) a year
into a pension for each
of Theo’s children until
they reach age 18.

©

®

2

£2,880 per annum

£2,880 per annum

£2,880 per annum

4 ROYAL LONDON
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Intergenerational planning 4 ROYAL LONDON

9 Gustav @
Saved each year until age 18 = £81,567 in each fund*

By doing this Gustav
has an IHT saving of
£3,456 per year.

®

No further contributions post 18

Triplets reach age 60 = retirement savings of £633,089*

* Assumes investment growth of 5% excluding charges 26



Intergenerational planning 4 ROYAL LONDON

Gustav Theo

Theo’s now has the benefit of:

Gustav pays £8000 .
per annum to Theo'’s > £2,000 ?’R rellef.
pension fund, meaning £1,574 child benefit
a £2,000 HRTR
£3,200 [HT saving. Plus £10,000 in his pension.

109.7% tax relief

27
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And another thing...




IHT plus Income Tax

Impact on income

4 ROYAL LONDON

S O O

Salary
Inherit £60K

Total Tax (on £60k)

Net amount (from £100k)

Loses child benefit
HICBTC

Total net amount (from £100k)

TLoss of £10,000 personal allowance
2 Loss of £12,570 personal allowance

£35,000
£95,000

£20,946
£39,054

Yes
£2,251.60
£36,802.40

£60,000
£120,000

£28,000
£32,000

Yes
£2,251.60
£29,748.40

£100,000
£160,0007

£30,771
£29,229

N/A

£29,229

£150,000
£210,000

£27,000
£33,000

N/A

£33,000

29
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The gravity of collaboration 4 ROYAL LONDON

Estate planners ¢ ‘
‘ e Accountants

Specialist protection ® ‘ o .
* Solicitors

Mortgages e '

‘ * Equity Release
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Planning points 4 ROYAL LONDON

Keep up to date with Make sure the scheme Don’t overlook Involve beneficiaries/ Engage with
the changes. offers the desired protection. parents as soon as insurers.
OpthﬂS and the possible_

expression of wish is
completed
appropriately.
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ns will have on clients.

s available to clients

e technicalities of intergenerational planning = §
tegies, including the use of pensions, protection and equ\ltx
release to reduce IHT liabilities across generations.
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Important Information

The Royal London Mutual Insurance Society Limited is authoris
Authority and regulated by the Financial Conduct Authority an
The firm is on the Financial Services Register, registration n
assurance and pensions. Registered in England and Wale
Registered office: 80 Fenchurch Street, London, EC3M 4
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