Growing together, with integrity and respect

Octopus Inheritance Tax Service (OITS)

Manager Overview

Octopus Investments Limited

e Established in 2000; part of the wider Octopus Group (including Octopus Energy,
Octopus Renewables, and Octopus Ventures).

e Authorised and regulated by the FCA.

e Certified B Corporation and UN PRI signatory, reflecting ESG integration across
investment activity.

e £9.6 billion in assets under management (as of March 2025), making it the largest
manager of Business Relief (BR) investments in the UK.

e Over 31,000 investors and 6,940 estates have successfully claimed BR through
Octopus since 2007.

e Scale and service metrics: Octopus supports over 11,000 advisers, with 55
technical specialists and a dedicated Intergenerational Planning Team.

e Customer outcomes: For the last 12 months, Octopus achieved all its Consumer
Duty outcome metrics — including liquidity (average 10 days), performance and
full BR qualification for all claims to date.

e Complaint record: Fewer than 0.15% of OITS customers express dissatisfaction
annually, and no complaints have been upheld by the Financial Ombudsman
Service (FOS) since inception.

Investment Category

e Discretionary Business Relief (BR) service designed to mitigate Inheritance Tax
(IHT).
¢ Aims to deliver steady, sustainable growth (target 3% p.a. net of fees) while
qualifying for BR after two years.
e Suitable for investors seeking IHT mitigation with flexibility, typically aged 70-85.
¢ Minimum investment £25,000 (additional top-ups from £10,000).
o Positive social impact: Fern Trading’s activities aligh with the UK’s renewable,
housing, and digital infrastructure priorities — supporting:
o UK’s net-zero goals (largest commercial solar producer in the UK),
o 85% gigabit-capable broadband target by 2025,



o and the development of affordable and retirement housing through Elivia
Homes and Rangeford Villages
e Longevity: OITS is now in its 18th year, giving one of the longest continuous BR
track records in the market.

Current Offer

e Targetreturn: 3% per annum (net of 0.5% + VAT AMC).

e Growth Shield: Annual management charge accrues but is only taken upon sale if
3% annualised return is achieved.

e Liquidity:

o Stage 1-Matched sales and purchases (target 7-10 days).
o Stage 2 — Buyback facility (up to £21m/month) — only used 4 times in 18
years.
o Stage 3- Loan book sell-down (~£20m/month natural liquidity).
o Stage 4 - Assetsale.
All of stages 2-4 will be a share buyback mechanism.

e Average payout: 7-10 days; never, yet beyond four weeks. If it goes up to this, it
moves from stage 1 to stage 2.

e In line with Octopus’ Consumer Duty framework, liquidity has been achieved
within 10 days on average (maximum 4 weeks) for the past 15 years. Octopus
provided over £1.7 billion of withdrawals since inception without any delays
breaching its four-week target.

o Over the past year, BR qualification success rate remained at 100%, with 700 BR
claims processed and no known challenges from HMRC.

¢ Insurance (OITSPlus): Covers 40% of investment if death occurs within two years
(eligible deaths only).

e Average client age: 79, average case size £200k.

Downside Protection

Insurance Protection

Eligible investors are covered for 40% of the initial investment if death occurs within two
years, mitigating the potential IHT liability. The policy is included and paid for by Octopus
for the first two years, subject to health declarations and eligibility criteria. The maximum
benefitis £250,000 per individual or £500,000 for joint life second death.



Fees and Structure

Charge Type Rate Notes

Initial Charge 1.5%

Dealing Fee 1% Applied to both purchase and sale

Annual Management | Upto 0.5% + | Only taken on sale and only if 3% net return is
Charge VAT achieved

Company running 2.5% + VAT Paid by portfolio companies to Octopus;
costs (tiered) reviewed by independent directors

Growth Shield: The deferred AMC acts as a buffe—Octopus forfeits AMC if the target is
not achieved.

Investment Strategy

e Capitalinvested in unquoted UK trading companies expected to qualify for BR.

e Core underlying business: Fern Trading Limited — diversified across multiple real
asset sectors:

o Renewable Energy (#38-40%) — solar, wind, biomass, landfill gas, reserve
power.

o Fibre Broadband (236%) — B2B (Vorboss) and residential FTTP via Cuckoo.

o Real Estate (#25%) - housebuilding (Elivia Homes), retirement living
(Rangeford Villages), and property lending.

e Diversified across ~340 subsidiaries and 450+ assets. Fern now owns 146 solar
sites, 19 landfill gas plants, 6 biomass facilities, 19 wind farms, 1 energy-from-
waste plant, and 26 reserve power sites, providing geographically and
technologically diversified energy production.

e Borrowing: ~20% of gross asset value (secured, first-charge basis).

e Loan book: ~250 loans with average LTV of 60% and 98% first-charge security,
while the fibre portfolio (Vorboss and Cuckoo) has completed network build and
entered the commercialisation phase.

e Fernemploys 1,500 people and operates more than 330 subsidiaries, positioning
it as one of the UK’s largest privately held infrastructure trading groups.



Loan Book

Table 8: Tax Efficient Review Loan Comparison Table
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Portfolio Overview

e Fern Trading Limited (est. 2010) is wholly owned by OITS and OITSPlus investors.
e Employs 1,500 people; generates predictable income from real assets.
e Sectoral allocation (as of July 2025):
o Renewable energy - 39%
o Fibre broadband - 36%
o Realestate-25%
o Diversified income streams (rent, energy sales, loan interest).
¢ Acts as a long-term trading entity rather than a fund — maintains BR qualification
through continuous active trading.



Fern's business lines
Based on the managerent accounts for the period ending 31 December 2024.

Housebuilding 11% Landfill gas and biomass 14%

Property lending 14%
Wind 13%

Fern’s sector
allocation

Solar 8%

Fibre 36% Reserve power 5%

Numbers may not sum due to rounding.

Performance and Track Record

Fern’s 2024-2025 valuation declined -4.41%. The biggest part of that came from recent
transactions in the fibre sector — two distressed companies not belonging to Fern were
sold at a reduced price —which, as a private company valuing under the IPEV rules, Fern
needed to reflect in its own Fibre holdings. It does not reflect a material reduction in the
underlying company’s performance.

Despite this, the portfolio has maintained average annualised growth of 3.13% since
inception (2010) and continues to target sustainable returns through steady
reinvestment and cautious gearing (~20% GAV).

Period (to Jul 2025) Fern Share Price Growth
1year -4.99%

3 years -1.69% p.a.

5years 2.17% p.a.

10 years 2.73% p.a.

Since inception (2010) 3.13% p.a.




Fern’s share price since inception (£)
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e Returns have been slightly below target recently due to renewable energy
valuation adjustments from lower long-term power price forecasts, and Fibre
industry impact as above.

e« Despite near-term valuation falls, Fern continues to generate consistent revenue
and maintain liquidity (average withdrawal 6 days, £91m liquidity provided last
quarter).

e Over6,900 estates successfully claimed BR— strong operational and compliance
record.

e No outright “failures”, though small write-downs have occurred in renewables
where the equity element was written down to zero (but didn’t impact the BR as
equity held by EIS and BR only held the loan element), the renewable part of the
portfolio took on the assets.

Key Strengths

e Proven 18-year track record and largest BR manager.

e Strong diversification across sectors and assets, unlike single-sector BR
schemes.

e Liquidity management framework with a four-stage process and strong historical
delivery.

e Growth Shield aligns interests—AMC contingent on performance.

¢ Dedicated Intergenerational Planning Team and Octopus Legacy partnership for
probate and estate administration.

¢ Robust ESG credentials (B Corp, PRI, sustainable assets).

e Low operational risk — long-established governance, independent directors, and
transparent valuation methodology.

e Rightsissues are only issued where there is a business case, the last one in 2021



Risks and Considerations

e Unquoted companyrisk: Shares not listed, potentially illiquid in stressed markets.

e Valuation risk: Prices based on discounted cash flow and trading assumptions;
can fluctuate materially.

e Sector concentration: Heavy exposure to renewables and property; sensitive to
interest rates and energy pricing.

e Borrowing risk: Moderate leverage (20% GAV) magnifies volatility.

e Policy risk: Future IHT/BR reforms (notably April 2026 IHT allowance changes).

e Tax qualification: HMRC assessment occurs post-death; cannot be guaranteed.

e Client vulnerability: Average age 79 — need for clear explanation of liquidity
timelines and potential delays. Total portfolio liquidation is currently estimated at
18 months —if there is a “potential worst case” to be quoted in a suitability report,
it should be 18 months.

Principal Risks and Uncertainties

Energy Division
Risk Mitigations Change

Market risk:

Operational risk:

Financial risk:

Construction risk:



Risk Mitigations Change

Market risk: « Following the consolidation of ocur FTTP businesses, we

Expected sales from customers  are pursuing a wholesale network strategy, increasing

are lower than anticipated due t© our network commercialisation opportunity of cur own

increased competition from other  regional network assets. We also have national reach via

providers. cur partners like Cityfiore and BT Openreach allowing

A change: in 7 the access to customers in a wider array of locations. —

regula(org in 'aery ofbylarger + Management engages preactively with the Office of No—
Communications and the Government (‘Ofcom’] to ensure change

operators could impact our ability
to deliver planned development,
reducing revenues and efficiencies
gained from a larger presence ina
particular area.

the benefits of smaller operators are well understood and
their interests are appropriately represented.

We are an active participant in relevant industry bodies,
particularty those representing alternative  network
operators.

Construction risk:

Construction of the network
takes tonger or Is more costly
than anticipated due to resource
availability of increased cost of raw
matenals.

» In the year we moved past our peak FTTP bulld phase and
closer to completion of cur Vorboss London build. The
strategic focus has shifted to commercialisation of our fibre
networks.

M

Decreased {due
to construction
largely finalised)

Operational risk:

Network service is interrupted or
unreliable leading to potential loss
of customers and reputational

damage.

« Our networks are bullt in a resdient way with diverse route
options should a faillure occur in one route.

o This. combined with an ability to identify and resolve
cannectivity issues quickly, minimises downtime of the
networks.

No change




Risk Mitigations Change
Market risk: « The teams pro-actively manage our position in the
Increasing inflation and interest ~ Marketplace and are prepared to enforce where needed if a
rates lead to 3 rmarket-wide  l0anmoves into default, pa—r’
affordability issue, resulting in a ° Qur Ioans are made at conservative loan-to-value ("LTV') —
drop in property values across all  ratios with a maximum LTV of 70%, No change
sectors of real estate. This may
impact our ability to recover a toan
in full through a refinance or sale,
Counterparty risk: » Loans are secured against physical underlying security,
Loans may be made to unsuitable  Such 85 a charge over the property or other assets of the
counterparties, impacting our borrower. These are typically on a first charge basis to
ability to recover the loan balance  ensure maximum chance of recovery should enforcement
in full. action be needed, =

» Thorough due diligence is performed prior to writing loans, No¢hange

Including property or fand valuations and credit checks
done on borrowers

« Where loans are written for assets under construction,
milestones and covenants are put in place to ensure stages
are comptete prior to releasing further drawdowns

Risk Mitigations Change
Market risk: « Planning consents on undeveloped land are optimised to

.mpac( our ab'uty 10 generate v Dunng the Undefwlllmg DIOCGSS 'Or eatfl site, the DTOQOSGG

expected revenue from the sale  Pricinglis reviewed against current sales in the area. Minimal

of apartments in our retirement  HPI is used and price movement/sales speed sensitivities

villages and housing developments are included and reviewed l'}f”ueeaigd
built by Elivia consistently
An increase in interest rates could "‘9',’;:25’“‘
lead to delays In the purchase

process, resulting into completion

and revenue not being realised as

planned.

Construction risk: « The Group enters fixed price contracts where appropriate

Construction takes longer or is O reduce exposure toincreasing material costs.

more costly than anticipated gue * 'he Group only works with reputable third parties with 3

to resource avallabm(y or increased strong track record of de“‘ve’lﬂg simitar projects.

codt of faw materals. » Theassessmentof all potential projectsinclude conservative —
Inability 1o engage with suitable building cost assumptions with material contingency levels No change

contractors, who are financially
stable and can honour fixed-
price contract in the current
environment

and a heaithy allowance for inflation which is benchmarked
against other comparable projects.




Group
Risk Mitigations Change

Market risk:

Liquidity risk:

Health and Safety risk:

Cyber Security risk:

Vulnerability and Governance

e The Annual Report lists input risks, including concentration, energy price
sensitivity, and refinancing (see principal risks for more details).

e Octopus adopts strong oversight via its Investment and Conflicts Committees,
and each portfolio company board includes a majority of independent directors.

¢ Rightsissues only undertaken with a strong business case (lastin 2021).

e Fern’s board includes five non-executive directors with deep experience in
infrastructure, corporate finance, and academia, including Keith Willey (Chair)
and Sarah Grant (Director and Chair of Octopus Investment Committee),
providing strong independence and oversight.

e Octopus’ internal Investment and Conflicts Committees ensure independence
between Octopus as manager and Fern as trading entity.

e Octopus formally assesses its Consumer Duty outcomes annually. As of the latest
report (Oct 2025), all four outcomes — product & services, price & value,
consumer understanding, and consumer support — achieved a ‘good outcome’
designation.



¢ Vulnerable client processes are embedded throughout the service, including Ml
monitoring, intergenerational planning support, and <3% abandoned call rates.

Market Position

With £3.5 billion in assets under management within OITS and OITSPlus, Octopus
remains the largest and most diversified Business Relief provider in the UK, with scale
and governance unmatched by smaller peers. Its combination of strong liquidity,
deferred fees, and robust governance makes it a benchmark product within the BR sector.

Summary

The Octopus Inheritance Tax Service (OITS and OITSPlus) is a long-established, large-
scale BRinvestment desighed to offer predictable growth, flexible access, and rapid IHT
mitigation.

Despite short-term valuation pressure from lower power price forecasts and
macroeconomic pressures in the fibre industry, the portfolio remains fundamentally
diversified and cash-generative. Liquidity management, risk governance, and alighnment
through the Growth Shield set Octopus apart from its smaller peers.

It remains one of the most robust BR services in the market for clients seeking steady,
low-volatility exposure to real assets with proven inheritance tax benefits.

Disclaimer: For Professional Clients Only — Not for Retail Distribution. Past performance
is not a reliable indicator of future results. The value of investments can fall as well as
rise, and investors may not get back the amount originally invested. Money Wise UK is not
a regulated entity, and this document does not constitute investment advice or a
recommendation to buy or sell any fund or security mentioned. The information is based
on fund documentation, meetings with the fund manager, and performance materials,
and is provided for informational purposes only. These plans are complex, high-risk
products and may be difficult to sell. Investors should seek advice from a qualified
financial adviser to determine whether this is suitable for their individual circumstances.



