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What is a trust?

Why Should You Put Your Life Cover 
Policies in Trust?
Well quite simply…it’s nearly always in your  
best interest!
Trusts are used alongside life assurance in particular 
 as they:
— Are free and easy to do
—  Can help reduce Inheritance Tax on death  

(saving 40p in the £)
— Bypass the legal hassle of probate
—  Ensure that people receive exactly what you  

want them to.

Human nature means we generally don’t like to think 
about death but in order to help provide security for your 
dependants, taking out life assurance is a necessity for 
most of us. 

Life assurance should form a part of everyone’s  
financial planning.

A trust is essentially a legal means of allowing a gift to 
be made to someone without giving them control over  
the gifted “property”.
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When is it recommended?

Here are the main types of policies  
and how they should be treated.
Single proposer/Single life plans:
We recommend they are always written in trust (we will 
ask you to document why you do not want to do this if that 
is the case) …unless the policy is to be assigned to a lender 
(very rare) or the Life Cover element exceeds the Critical 
Illness cover or the plan is for the life of another.

Joint proposer / Joint life assured policies
On a joint plan 1st death
The claim proceeds automatically go the to 
co-owner on 1st death, however you may still wish to 
consider using a trust to cover the possibility that you 
both die at the same time.

If you are married you will qualify for the inter-spouse 
exemption which avoids IHT anyway.

On a joint plan 2nd death
Always put into a trust to avoid IHT i.e. put your money  
in to the ‘right hands’.

Gifting and Surplus Income.

You could choose to use your £3,000 annual gift 
allowance and any surplus income (out of your 
after-tax income), to make a series of regular 
gifts to fund an insurance policy written in trust 
for the family. The policy proceeds will 
themselves, usually be exempt from Inheritance 
Tax.

The most common form of trust is a 
Discretionary Trust
How do the discretionary trust benefits work?
— Death benefit paid to trustees
— Trustees choose who benefits
— No probate delay
— No intestate ‘lottery’
— Potential for No Inheritance Tax

There are various types of trusts and 
different ones may suit your needs.  
Always take financial & legal advice 
before deciding which is best for you.

As mentioned in almost every single case putting your 
life policies into trust is the right thing to do.
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Things worth remembering

— Firstly your policies will not go into trust unless you actually complete the forms. 

—  If you have decided that putting your policy into trust is the right thing for you, completing the 
paperwork is extremely important. Should anything happen to you in the meantime the intention  
to put into trust will not  count for anything.

—  Once a policy has been put into trust you cannot normally reverse this, however the trust beneficiaries 
may bring it to  an end as long as they all agree. It is therefore important to make sure that the trust 
meets all your needs before you actually create it.

—  We recommend you also read our trustee guide which explains the role of a trustee. Trustees play  
an important role and it is common for the settlor (you) to be one of the trustees.

—  The legal and tax effects of a trust will vary depending on  your individual circumstances.

Whilst putting you policies into trust is a relatively 
simple procedure, it is important you get it right so 
always act on advice.

If you would like more information or advice in this  
area contact an adviser at The Penny Group who will 
be able to help.
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