Assignment of a Company Owned
Policy to the Life Assured

Technical Flowchart

For professional advisers only and
not to be relied upon by individuals

The following flowchart provides information on the
taxation consequences of assigning a company owned
policy to the life assured. It provides details of the
issues on both the assignment, and when the policy
pays out.

This document is for guidance only. Law and HM
Revenue & Customs practice may change at any time.
This flowchart is based upon our understanding of
both, as at 1%t August 2005. Whilst every care has
been taken to ensure the accuracy of this information,
Friends Provident cannot accept any responsibility.
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Assignment of a Company Owned Policy to the Life Assured

On Assignment

Company assign policy to
life assured, Mr A (who is
an employee or director)

Y

Is assignment for money
or money’s worth, i.e.
any consideration?

Yes No
Chargeable event* Not a Chargeable Event

l

-
Is the assignment between ]

connected persons?

\
Yes \g\

Gain based on market ] Gain based on

value minus premiums consideration given
paid minus premiums
paid

*  Unless the policy commenced before 14/3/1989 AND was not made paid-up within 10
years of commencement, in which case it would not be a chargeable event.
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Assignment of a Company Owned Policy to the Life Assured (Continued)

On Termination of Policy

Income Tax Capital Gains Tax
Qualifying Policies Qualifying or Non-Qualifying Policies
Policy is either Is payment as the
surrendered, matures result of Mr A’s
or Mr A dies death?
l No
fWas the policy either: \
- surrendered within 10yrs or % of premium
payment term from commencement, or No CGT

- previously made paid-up within that
period, either before or after the original
assignment?

liability

) Y

Was consideration
given on the
Yes No orlgmal
assignment?
Chargeable Yes No
event arises Chargeable
event

CGT liability No CGT
4 will arise liability

fGain based on value \
of payment minus
(consideration plus
premiums paid plus
previous chargeable
gains)

No income
tax liability

J

Non-Qualifying policies

\ 4

Where there is a chargeable event gain, the policy
proceeds are reduced by the amount of the
chargeable event gain in calculating the amount of
gain chargeable to CGT.

Chargeable
event arises
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	Non-Qualifying policies

