Inheritance
Tax is
changing

It's time to review
your Will

By Steven Whiting

For a long time, Inheritance Tax (IHT) has been one of those
things that very few of us have had to worry about — but that
might be about to change as we welcome the new tax year.

With the rising value of assets, the Government's freeze on IHT
thresholds until at least 2031 and new reforms to Agricultural
Property Relief (APR) and Business Property Relief (BPR), more
families will find themselves caught in the tax net than ever
before in the years to come.

Don't want to get caught out? Well, there is still plenty of time
to plan, but it must start with a review of your estate and Will.
A good place to begin is to consider how the freeze on the
nil-rate band — the amount of an estate that is exempt from
IHT — affects you.

This allowance currently stands at £325,000 for the main rate,
with an additional £175,000 via the residence nil-rate band
where your home is passed to lineal descendants (children,
stepchildren and/or their offspring).* As it is transferable to

a surviving spouse, this means that as long as your estate is
structured properly and doesn’t exceed £1 million between
both of you, it can be passed on IHT free.**

The growing value of properties, in particular, means that even
if your circumstances haven't changed, your estate may now
fall into the IHT net simply due to the value of your home.

In addition to frozen IHT thresholds, changes to the Agricultural
Property Relief (APR) and Business Property Relief (BPR)
schemes are expected to impact many individuals and families,
particularly those with agricultural and business assets. These
changes, effective from April 2026, could affect how you plan
for your estate and how assets are distributed.

Although the Government has provided a last-minute reprieve
any eligible assets that exceed the £2.5 million threshold will
now only enjoy 50 per cent relief and will be taxed at 20 per
cent. Once again, this is transferable to a surviving spouse,
giving you 100 per cent relief on the first £5 million.

The Government is also changing how unspent pensions will
be treated for IHT purposes and from 2027, most pensions
will be included in estates for IHT calculations. This means
that those with substantial pension pots will need to plan
accordingly to mitigate the risk of their estates being taxed.
Many pensions are currently exempt from IHT, but this change
could significantly increase IHT liabilities.

When was the last time you looked at your Will? If your estate
plan hasn't been updated recently, it's a good idea to take a
fresh look, particularly in light of the upcoming IHT changes.

Alongside reviewing your Will, there are some other proactive
steps that you can take, including gifting, but these need to
be undertaken sometime before you pass away.

Our message is simple, don't leave it too late. Review your
estate and Will with our team to minimise your risk of a future
tax bill for your loved ones.

* Residence nil-rate band (RNRB) is limited to the value of your home at death if the
home is worth less than the available RNRB.
**Any non-exempt gifts made in the 7 years before your death can reduce this figure.
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