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...in this world nothing can be said to be
certain, except death and taxes...

(... and changes to the taxation regime!)

Graham Wrightson, Partner
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« LTA launched at £1.5m (2006/07) - gradually increased to £1.8m (2010)
« Now at all time low of £1m
« Excess taxed at 55% (if paid as lump sum)

Benefits counting Benefits not counting
towards the LTA - towards the LTA -

Pension benefits (GPP, Dependants' death in
Stakeholder, service pensions
occupational DB and DC Relevant Life Policies
etc.)

Registered lump sum

death in service benefits
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LTA Protection Regime What the regime protects

2012 Fixed Protection 2012 Preserves LTA of £1.8m
2014 Fixed Protection 2014 Preserves LTA of £1.5m
2014 Individual Protection 2014 Preserves LTA of 1.5m
2016 Fixed Protection 2016 Preserves LTA of £1.25m
2016 Individual Protection 2016 Preserves LTA of £1.25m

- On joining a new registered scheme
Loss of LTA protection - On pension benefit accrual

Obtain Financial advice on LTA protection

SmieyEee” iespamsallisy (They should be fully aware of issues / constraints)



Example situation Benefits counting towards LTA

Salary £180,000 On retirement On death

DB pension £30,000 £600,000 (20 x pension) not applicable

SRELEEE Dok 220 000 not applicable not applicable

DC Fund £350,000 £350,000 £350,000

GLA 8 x salary . £1,440,000
not applicable

Total registered benefits £950,000 £1,790,000

LTA Position LTA Tax charge LTA Tax charge

With FP 2016 - LTA £1.25m Nil £159,500

No LTA protection — LTA £1m Nil £434,500
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“"Non-registered” life cover
Death benefit does not count towards the LTA

Generically referred to as Excepted Group Life Policies
(EGLPs), with policies covering 2+ employees

Key conditions:
Death under age 75
Same benefit formula
No surrender value
Paid to individuals or charities
Group membership criterion
“Tax avoidance” must not be a "main purpose”

Usually established under discretionary trust
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Income tax
on lump sum death
benefit?

Income tax and NICs
on premium?

Do benefits count
towards LTA?

IHT chargeable?

HMRC requirements

Registered

No

No

Yes (55% charge on excess)

Usually, no

HMRC registration

No

No

No

Potentially

None, as such

Yes (45% charge on whole
benefit)

Yes

No

Potentially

HMRC notifications
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EGLPs should be accommmodated in a trust
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Partner
T: +44 207 809 2557
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