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Learning Outcomes

1

2

3

Understand the pensions and IHT changes and 
what they could mean for your firm, clients & 
beneficiaries.

Explain the new administration processes, 
timelines, and roles and responsibilities.

Consider the implications for your 
bereavement processes and proposition. 
Including key risks, opportunities and 
challenges.
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The session will cover the proposed pension  and 
Inheritance Tax (IHT) changes announced in the 
October 2024 budget, together with the process and 
administration changes this will bring. By the end of 
this session, you’ll be able to:

Your questions answered



The biggest change 
of all?
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Inherited pensions to be subject to inheritance tax

• The value of pension pots will be added to 
the total value of other assets and if over the 
IHT threshold of £325,000, aside from other 
exemptions, will be taxed in the same way.

• "This represents a fundamental shift to how 
wealthier individuals think about accessing 
their money in retirement.

At present it makes more sense to access ISAs 
and other forms of saving before touching 
pensions. In time we’re likely to see more 
pensions accessed earlier to prevent them 
from becoming part of people’s IHT bill at a 
later date."

Source: https://www.ftadviser.com/pensions/2024/10/30/budget-2024-inherited-pensions-move-into-scope-of-iht-from-2027/
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Inheritance Tax – A Voluntary Levy?

• Inheritance Tax -  'a voluntary levy 
paid by those who distrust their 
heirs more than they dislike the 
Inland Revenue’ 

• Former chancellor Roy Jenkins

Source; https://www.evelyn.com/insights-and-events/insights/inheritance-tax-is-a-voluntary-levy-paid-by-those-who-distrust-their-heirs-
more-than-they-dislike-the-inland-revenue/
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How do people feel about the change?

Everyone affected will have a view

It’s not a me problem!

It will have an effect on my plans…

It changes everything!
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Freedom and Choice revisited

Source: https://www.telegraph.co.uk/finance/budget/10711652/Budget-2014-Pensioners-should-be-free-to-buy-Lamborghini-says-minister.html?msockid=1e1dc5d03c31682f33c2d64b3d9d6913



This is going to change pension behaviours…

Source:https://www.telegraph.co.uk/money/tax/im-blowing-my-pension-on-a-ferrari-to-spite-rachel-reeves/?msockid=1e1dc5d03c31682f33c2d64b3d9d6913



Three ways to avoid the effect of IHT on an asset

Everyone affected will have a choice

Spend it

Give it away

Change plans/insure it
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Is it already changing 
behaviours?
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Overall cost of pension tax relief
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Net cost of pension tax relief
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Gross pension income tax and NIC relief

2023 -2024

£bn£bn

79 83.9

2024 -2025

Class 1 primary and secondary NIC relief on employer contributions 

2023 -2024

£bn£bn

2024 -2025

24.3 23.5

Income tax paid on payments from registered private pensions 

2023 -2024

£bn£bn

25.6 30.1

2024 -2025

Net cost of pension income tax and NIC relief 

2023 -2024

£bn£bn

2024 -2025

53.4 53.8

*Estimated annual cost of pension tax relief and NIC relief (2024/25). Source: https://www.gov.uk/government/statistics/personal-and-stakeholder-pensions-statistics/private-pension-statistics-commentary



Impact on 
bereavement value 
propositions
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Current value propositions will need to be reviewed
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Source: https://www.professionaladviser.com/news/4529856/firms-urged-build-fit-purpose-processes-amid-fca-bereavement-

review?utm_campaign=Professional%20Adviser%20Newsletters&utm_medium=email&_hsenc=p2ANqtz-93tLO-djezWSXv7bWx1391OE-
eTiE3YhIH5c9rAoEIO6uGDekfEtBMEyJKX_8Sp4Jd52mJGotF5nV-zGlryP81sspJClmcx7D79lHRFdClS-fQ6T4&_hsmi=136126623&utm_content=136126623&utm_source=hs_email



Some further context

“Despite 75 per cent of respondents citing rising 
numbers of clients asking about intergenerational 
wealth planning, even where there has been a 
relationship with the spouse or children of a client, 
the family has moved money away.

According to the study, 29 per cent of advisers 
claimed they had an equal relationship with both 
individuals in a couple. A further 40 per cent said 
they advised each person separately.

Yet seven out of 10 admitted losing the advisorship 
over that family’s wealth, because the family or the 
spouse has gone to a different adviser or just 
walked away from advice.

Source: https://www.ftadviser.com/content/f002f12e-b89a-430b-bfc6-
9903164be44c?xnpe_tifc=xdH7h.YlbIHZhI1phFzpxypsafeWaeiWhFW9bMPsEkzchkedRfUDny4.ajQlRM46Eds_ajEDtu4vt9UgrFn7OFhs4fnjxF_7bDeubuYT&utm_
source=exponea&utm_campaign=FTA%20-%20Morning%20Bulletin%20-%20Newsletter%20-%2008.07.26&utm_medium=email
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The headlines
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IHT on pensions – concerns are already building

“Adding pensions to the IHT calculation is going to 
prove to be an administrative nightmare for 
personal representatives — who are often family 
members appointed to work out what happens to 
someone’s estate when they die — at a time when 
they are at their most vulnerable.”

It also confirmed that final guidance for both 
industry and the general public, including lay 
personal representatives (PRs), will not be 
published until days before the new rules go live 
on April 6, 2027 

Source: https://www.ftadviser.com/content/1b29ef19-b89d-4c07-b82b-
c0bd5c94fc14?xnpe_tifc=OI1p4F18OknJbublbfn7hypsafeWaeiWhFW9bMPsEkzchkedRfUDny4.ajQlRM46Eds_ajEDtu4vt9UgrkoZxfx8xkY84dHjxdn84._T&utm_s
ource=exponea&utm_campaign=FTA%20-%20Lunchtime%20Bulletin%20-%20Newsletter%20-%2031.03.26&utm_medium=email
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Three actions firms need to do now

Review your bereavement value proposition

Identify risks and opportunities

Create and execute a new strategy 
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The clock is ticking… the time to act is now!

19



The detail

20
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New roles and responsibilities

▪ Personal representatives will be liable for reporting and paying any inheritance tax due 
on unused pension funds and death benefits.

▪ Pension scheme administrators will have new duties to support personal 
representatives in paying inheritance tax, including the new Pension Inheritance Tax 
Payments Scheme. Advisers should stay informed and be ready to adjust planning 
strategies as final rules are confirmed.

▪ The Finance Bill contains legislation that allows legal personal representatives to 
request a scheme withholds up to 50% of the taxable death benefits for up to 15 
months after the end of the month in which the individual died. However, this rule does 
not apply if the death benefits are being paid to a spouse or civil partner who is a long-
term UK resident.



Post April 2027 bereavement stakeholders

Legal Personal 
Representative 
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Beneficiaries

Probate 

Solicitor

Adviser

Speed & flexibility

SimplicityControl & process

Tax efficiency

Pension Scheme 
Administrator 

Timely info



The new process
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Process for reporting and paying Inheritance Tax

Stage 4: Distribute benefits Stage 5: Amendments

PSAs identify 
beneficiaries, 
notify them of 

entitlements and 
options

Non-exempt 
beneficiaries liable for 
IHT and may need to 

claim income tax 
refunds

PRs handle estate charges 
submit amended IHT 

accounts manage refunds 
or additional IHT

If no IHT due:
PRs notify PSA
and proceed 
to probate

If IHT due: 
PRs file account

notify PSAs/
beneficiaries

coordinate payment*

Stage 3: File and pay IHT

If IHT account
needed, PRs request

beneficiary info 
from PSAs

Stage 2: Estate valuation

PRs gather
pension and

estate data to
determine total

estate value

*Note: PRs can ask PDAs to pay the IHT due. If asked, PSAs then have 3 weeks from request to pay IHT

PRs notify PSA 
of death and 

surviving 
spouse status

Stage 1: Info exchange

PSAs value
pension benefits
and notify PRs
with 4 weeks

PSAs inform PRs
of split between

exempt/
non-exempt 
beneficiaries



Options for 
paying the IHT
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Options for paying the IHT charge

Pay the liability from 
the free estate.

Option 1

Pension beneficiaries 
take their pension 
benefits in full and 

pay inheritance
tax directly.

Option 3

The personal 
representative or 

pension beneficiaries ask 
pension scheme 
administrators

to pay.

Option 2



What does
all of this mean?
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Notification of death

Field queries from beneficiaries

Liaise with Product Providers

Field questions from LPRs

Liaise with Probate Solicitors

LPR meetings

Beneficiary meetings

One pension 
(and provider)

Tasks you have to do
upon a client’s death

Multiple pensions 
(and providers)

Could simplifying your client’s 
pensions now avoid pain later?

With your charges stopped, do 
you need a time costed value 
proposition around death and 
estate administration. 

Who is paying for this?

Simplifying the process 
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Defining your new bereavement value proposition

What support will you provide 

families and beneficiaries?

What role will you play alongside 

probate solicitors?

What information 

will you gather and 

provide?

What providers do you 

trust and want to work 

with?

How will you work with legal 

personal representatives?

How will 

communication 

work across 

multiple parties?

What does a good beneficiary 

experience look like?

How will this all 

be costed?

QQ

QQ

QQQQ

QQ

QQ

QQ

QQ



Learning Outcomes

1

2

3

Understand the pensions and IHT changes and 
what they could mean for your firm, clients & 
beneficiaries.

Explain the new administration processes, 
timelines, and roles and responsibilities.

Consider the implications for your 
bereavement processes and proposition. 
Including key risks, opportunities and 
challenges.

30
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The session will cover the proposed pension  and 
Inheritance Tax (IHT) changes announced in the 
October 2024 budget, together with the process and 
administration changes this will bring. By the end of 
this session, you’ll be able to:

Your questions answered



Thank you 

Every care has been taken to ensure that this information is correct and in accordance with 
our understanding of the law and HM Revenue & Customs practice, which may change. 

However, independent confirmation should be obtained before acting or refraining from 
acting in reliance upon the information given.

Scottish Widows Limited. Registered in England and Wales No. 3196171. Registered office in 
the United Kingdom at 25 Gresham Street, London EC2V 7HN.

Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct 
Authority and the Prudential Regulation Authority. Financial Services Register number 181655.

FCA ref:   40168         05/26
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