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Annex A 
 

Authorised Pension Death Benefits included in the value of an individual’s estate for Inheritance Tax from 6 April 2027 

 

All life policy products purchased with pension funds or alongside them as part of a pension package offered by an employer are not in scope of the 
changes in this consultation document.  

 

Any unauthorised payments made from a deceased member’s pension fund will be in scope of Inheritance Tax.    
 

Death Benefit 
Scheme 

Type 
Description 

Included in 

estate value 
for IHT? 

DB lump sum death benefit DB Lump Sum.  Usually paid if member is still employed Yes 

Pension protections lump sum death benefit DB 
Lump sum. Usually paid if a member dies within a short period after taking their 
pension 

Yes 

Uncrystallised funds lump sum death benefit DC Lump Sum. Only paid from uncrystallised funds Yes 

Annuity protection lump sum death benefit DC Lump sum. Allows beneficiaries to take lump sum from an annuity Yes 

Drawdown lump sum death benefit DC Lump Sum. Allows beneficiaries to withdraw lump sum from a drawdown fund. Yes 

FAD fund lump sum death benefit DC As above Yes 

Charity lump sum death benefit DC 
Included in the estate for IHT, but exempt provided payment made to a 
qualifying charity 

No 

Trivial commutation lump sum death benefit DC & DB Taxed at beneficiaries’ marginal rate Yes 

Dependants scheme pension DC & DB Income taxed at beneficiaries’ marginal rate No 

Dependants annuity DC Income Yes 

Dependants drawdown pension DC Income Yes 
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Death Benefit 
Scheme 

Type 
Description 

Included in 

estate value 

for IHT? 

Dependants short-term annuity DC Income Yes 

Dependants drawdown pension fund DC Income Yes 

Dependants flexi-access drawdown DC Income Yes 

Nominees annuity DC Income Yes 

Nominees short-term annuity DC Income Yes 

Nominees flexi-access drawdown DC Income Yes 

Successors annuity DC Income Yes 

Successors short-term annuity DC Income Yes 

Successors flexi-access drawdown DC Income Yes 

 
Source: https://www.gov.uk/government/consultations/inheritance-tax-on-pensions-liability-reporting-and-payment 


