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* Life policies
* Pensions
* Planning ideas

Agenda
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Pre-FA 2006 policies

» Continued payment of premiums not
added property
* Provided
— premiums not increased
— term not extended
* Unless
— in accordance with terms of original policy
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Caution!

Increased payment
outside of option or
terms

Premium payment by
another person

Exercise of
convertible term
option




Where we were

Flexible power of appointment
— Interest-in-possession

Premiums — potentially exempt (PET)

Sum assured
— paid to trustees IHT free
— paid to beneficiaries IHT free

Change of beneficiary
— PET
— no need to inform HMRC

Remember — still time up to 5t October 2008! -
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Where we are

All treated as discretionary
Premiums — CLT

Sum assured

— paid IHT free to trustees
 periodic charge

Paid to beneficiaries

— exit charge

Change of beneficiaries
— no IHT
— inform HMRC on IHT 100
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Premiums

* CLT unless exempt
— Annual Exemption
— gifts from normal expenditure
— record-keeping
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Periodic & exit charges

» Periodic charge determines exit charge

* Periodic charge not an issue unless
— life assured in serious ill health or
— proceeds paid and retained in trust
— premium paid rule applies on whole-life
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Rysaffe planning

 Different days
* Different trusts
e Each has own NRB
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Rysaffe

* Whole-life policy in trust £100k premium
* One policy, one trust
* Value at 10 year anniversary £1M

Date Premium 10 year value
18t April £20,000 £200,000

24 April £20,000 £200,000

3rd Apri £20,000 £200,000

4t Apri £20,000 £200,000

5% Apri £20,000 £200,000
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Critical lliness Policies

« Split trusts
« Should be OK

— Separate benefits within same policy
— Death benefit is extinguished by CIC

* May not be OK

— Death benefit is reduced by CIC
« GROB
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Life company trusts

* Not limited to the life company’s own trust
» Can use another company’s trust
« Can use your own wording
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Pensions

* Death benefits are separate
* Death benefits are exempt from IHT

* Spousal bypass trust
— retains death benefits outside estate
— spouse discretionary beneficiary
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Pensions - caution

» Statutory schemes
— pilot trust

* Multiple pensions

— consider multiple trusts
— multiple NRBs

» 2 yearrule
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Planning ideas

 Discounted Gift Trust
e Gift & Loan Trust
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Discounted Gift Trust

 Remove capital from estate
» Retain right to “income” stream

* Value of “income” is discounted against

full value

—age
— sex

— level of income
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DGT advantages

Immediate reduction in IHT liability
— 40% of value of discount

Full reduction after 7 years

Gift can be larger than NRB

— Because of discount
— Joint settlors get much larger discount

Settlor retains “income” stream
Future growth outside estate A
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 Underwrite

DGT caution

* The very elderly
— Value of discount may be nil

 Powers of the trustees

— Can investment be rewritten
« Can trustees pay any Income Tax

 Can trustees make loans/advances to beneficiaries

A\

b e



Gift & Loan Trust

« Small gift to trust

» Large loan to trust
— assets now owned by trustees
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Advantages of G&L

» Estate value frozen
— Future growth outside of estate
» Flexibility
— Not sure about beneficiaries
— Funds gradually shifted to gifted portion

* Loan can be repaid over time to settlor to
supplement income

A\

b e




G&L caution

* Loan may be repaid
— No further access for settlor

* No immediate IHT saving
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Contact details

David Crozier CFP Chartered Financial Planner TEP

Navigator Financial Planning Limited

E: david@navigatorFP.com

W: www.nhavigatorFP.com

Newry Office: Belfast Office:

3b Milltown Hill The Gasworks

Warrenpoint 5 Cromac Avenue

Newry Belfast

Co Down BT7 2AJ

BT34 3QY

T: 028 3085 1199 T: 028 9044 7621 /"\
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David Crozier is a CFP (Certified Financial Planner), a Chartered
Financial Planner, and a Fellow of the Personal Financial Society.
He is NI Branch Chair of the Institute of Financial Planning. He
specialises in looking after the financial planning needs of senior
members of the NI legal community, both solicitors & barristers, and
is also happy to work with selected clients of partner solicitors.

He has assisted the NI Courts in matters of matrimonial ancillary
relief, pensions disputes, bad advice in financial services, and non-
payment of claims against life insurance companies.

He writes occasionally for the NI and national trade press, and has
done so for national newspapers. He is currently writing a regular
financial column for NI4Kids.
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Important notes

Solicitors and clients must not construe the presentation or the notes
as formal advice, and must take advice on individual circumstances.
David Crozier and Navigator Financial Planning Ltd accept no
responsibility for actions or failures to act based directly or indirectly
as a result of this presentation or these notes.

Navigator Financial Planning Ltd is an appointed representative of
Investments Ltd which is authorised and regulated by the Financial
Services Authority.
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