



Assurance Trust Suitability Letter Template

Dear

It was good to see you when we met at ……. on the ……

When we met we discussed many areas of financial planning. In this letter, I want to focus on the estate planning aspects of our discussions, so that you have a full record of my recommendations for your files, together with all relevant information. If anything in this letter is unclear, or you want to discuss any aspect in more detail, please call me directly or send me an email.

Objectives
When we discussed estate planning we established that you have one/a number of life insurance policies. The purpose of these policies/policy is to (add reason for policies and details of each policy)

Or/and

We agreed that you should establish a life policy because you want to (add reason for policy).

(Include your wording to describe the policy and relevant compliance details of policy)

In the event of your death you want the policies to ADD DETAILS OF PURPOSE

Unfortunately, this will not be the case for three reasons:

1. In the event of your death the money from the policies will fall into your estate. It may only be used by your Beneficiaries after probate has been granted. This means that there will be a delay in the distribution of the money.
2. As the money will fall into your estate there is a potential inheritance tax liability, if the value of your estate exceeds the “Nil Rate Band” threshold.
3. As the money falls into your estate, its value can be claimed by creditors or can be contested.
4. The addition of the proceeds to your estate could increase the payment of probate fees under proposed new legislation.
5. The addition of the proceeds to larger estates could eliminate the ability to claim the full new tax allowance under the new residential nil rate band legislation.

Recommendation
The solution to these problems is to place an Assurance Trust around the policy/ies. This has the effect of removing the death benefits from your estate. This means that the insurance money can be paid to your Assurance Trust before probate is granted. Crucially it is paid free of any inheritance tax, no matter what the value of your estate. As the money is held in your Trust, the money is protected from third party claims, or indeed claims against a Beneficiary. 




This is particularly important because if a Beneficiary (such as ADD DETAILS BY NAME) were to divorce, the insurance money could be claimed in any settlement.

The Trust will ensure that the proceeds will not impact the ability to claim the new Residential Nil Rate Band allowance and will not increase the estate value and result in higher probate fees.
 
The Assurance Trust is a specially constituted Trust that is established during your life time with an initial £10 Trust Fund and is specifically designed to collect your life assurance benefits. On your death the benefits from your policies are directed into your family controlled Assurance Trust. Your chosen Beneficiaries (typically your spouse, children and future generations) will then have full access to the Trust (at the discretion of the Trustees). 

As the death benefits are held in Trust, this means that the assets will be protected from any future inheritance tax charge, and from loss through the re-marriage of your partner and ultimately your children's partners in years to come. 

Under the General Anti-Abuse Regulation (GAAR) review published by HMRC, this Trust approach is not considered to be an abuse of current tax legislation. The use of these arrangements is recognised as best practice within the financial planning community, and indeed by the Financial Conduct Authority.

Trustees
We agreed that XXXXX will be the Trustees of the Trust together with yourself. In essence, the Trustees are there to hold the value of the life policy and then to pass it to your chosen Beneficiaries.

Costs and On-going Administration
The cost of establishing the Trust is only £XXXX. This fee covers the costs of drafting, certification, assignment, case management and proofing. There is no on-going charge for running the Trust. 

Administrative Considerations 
We need to make you aware of one potential downside of Trust planning, which may be relevant to your planning now or in the future. If the value of your Assurance Trust, after your death, exceeded the Trust allowance at the time, then on every 10 year anniversary of the Trust (not your death) it may incur a tax charge (Periodic Charge) of up to 6% of the value above the Trust allowance at the time. For example, if the Trust fund was £50,000 above the allowance, £3,000 could be payable every 10 years by the Trustees.

It may be possible to avoid periodic charges by means of having separate policies going into separate Trusts. 

It is important that Trustees take advice on periodic charges once assets are received by the Trust, and make provision for the payment of ongoing charges by withholding a proportion of the Trust fund if required.




To draft the Trusts we will be using Solidus Independent Estate Planning Ltd. Solidus, is a specialist Trust drafting company who establish Trust arrangements for hundreds of financial advisers, accountants and solicitors. All Trusts have been settled by counsel, and you will receive independent solicitor’s certification from the consulting law firm.
 
Should you require further life cover or replace all the existing policies then the proposed Assurance Trust(s) may be used to receive the benefits from these new policies. There may be a charge for assigning these new benefits. 

Following your death it is essential that your Trustees receive advice from qualified professionals. Some annual administration will be required, but should be minimal and could be carried out by your Trustees.

I will be contacting you again shortly to arrange to meet with you and your Trustees so that they can sign their sections of your Assurance Trust. 

I look forward to speaking with you again soon.

Yours sincerely


Please sign and bring this copy of the letter, as confirmation of receipt and understanding, to your Implementation Meeting/ Please sign and return this copy as confirmation of receipt and understanding.


Sign _____________________ Date ________________




Notes

The advice provided to you is based upon the information you have disclosed and therefore if this letter does not accord with your view of the situation or you require any further clarification please let me know. All statements concerning the tax treatment of Trusts and their benefits are based on our understanding of the current law and HMRC practice as at the date of publication and does not form personal advice and is for general guidance only. Whilst every effort is made to ensure accuracy, no liability can be accepted for any errors or omissions. Levels and bases of, and relief from, taxation are subject to change.
Work associated with this Trust, and the Trust itself is not regulated by the Financial Conduct Authority.

Any information contained in this client suitability message must not be construed as giving advice, This document has been prepared using information believed by the author to be reliable and accurate, but Solidus IEP makes no warranty as to accuracy or completeness. In particular Solidus IEP does not accept responsibility for changes made to this letter or its contents. Any opinions expressed in this document are those of the author and do not necessarily reflect the opinions of the Company..
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