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The Probate Trust key points - at a glance

® Designed toavoid probate delays - helpingto ensure a quicker
payout foryourloved ones.

® Suitable forpeople who are simply trying to avoid probate delays
in paying out the value of theirinvestment bond on death.

® TheProbate Trustdoesn’t give any tax benefits. Itis a gift with
reservation of benefit (GWR) forinheritance tax (IHT) purposes.
In some circumstances use of the Probate Trust could resultin a
higher IHT liability than would otherwise be the case.

® Accesstoyourbondinyour lifetime - take withdrawals when
you wish.

® Usewithanew orexisting bond.
® Suitableforsingle andjointbondholders.

® Chooseyour beneficiaries —and change them atany time.
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About this guide

We appreciate that some trusts and tax terminology can be complex,
sowe've included a useful glossary at the back of this guide. You'll
notice thatany wordsin our glossary are highlighted. There’salso a
helpful ‘Questions and Answers’ section which looks at some of the
common queries our customers have. Of course, you’ll still need to
speaktoyourfinancial adviser, who’ll be able to look at your personal
position and answer any further questions you have.

Thisdocumentis purely a guide on the features of a Probate Trust
andshouldn’tbe relied on as professional or legal advice. We
recommend customers take their own professional advice.
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The Probate Trust - designed to help avoid
probate delays

Aviva’s Probate Trustis specially designed to avoid lengthy probate What are the stages of probate?
delays-allowingthe proceeds fromyourinvestmentbond to reach

) When a person dies, the daunting task of administering the estate
your loved ones quicker afteryourdeath.

is often taken on by relatives or friends of the deceased, although
asolicitorcan be engaged particularly when the estate is large or

Who might choosetosetupa complex. Probate can take a long time to complete, often stretching

Probate Trust? into months ratherthan weeks. There are a number of stages that

must be completed.
The Probate Trust could be suitable if you want to ensure P

aquicker claim value payout from your Aviva bond when you die.

Stagel
Death certification

Stage 2
Application for Probate or
Letters of Administration

Stage3
Listand value the assets

Stage4
Transfer of assets

Stage5
Probate completion

You can find more details at:
http://www.netprobate.co.uk/questions-answers.html
and

https://www.gov.uk/when-someone-dies-

Neither of these two websites are affiliated to Aviva.
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How does the Probate Trust work?

® YouapplyforanyAvivabond and complete the Probate Trust ® Afteryourdeath the benefits pass to the beneficiaries
Deed (‘the Trust Deed’). you have named in the Trust Deed. You have the power to change

L these beneficiaries atany time.
® |fyouhavean existinginvestment bond, on the otherhand, you clar yH

simply complete the Trust Deed including details of that bond. ® Providedthereisatleastonesurviving Trustee, we can normally
pay the claim value of the bond without the need for probate or

® Youarethecreator (settlor) of the Trust. .
other grant of representation.

® TheTrustissuitableforboth single and joint bondholders.
€ Hrustissuttabietorboth singie andjointbondnoiders The flowchart below shows, in basic stages, how the Probate

® Unlessyouchangethe Trust,you have total access to your bond Trustworks:
duringyour lifetime. That means you can take withdrawals for
yourself.

You apply foranAviva bond Existing bond
Complete the Probate Trust Deed

Total access toyour bond during your lifetime.
Take withdrawals if you wish.

Your death.

Thevalue of your policy at the date of your death isincluded in your estate
forinheritance tax purposes. In addition, if death occurs within seven years of setting up the
trust, the chargeable lifetime transfer made when the trust was created becomes chargeable
atdeath rates (but double charges arerelieved).

Claim value of bond paid to surviving Trustees without probate delays

Benefits pass to your named beneficiaries
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How does it affect my inheritance

tax position?

Ifyou are domiciled in the UK, you should only set up a Probate
Trustifyou simply want to avoid delay in the payment of the death
benefitwhilstapplicationis made for probate or other grant of
representation. The Probate Trust doesn’t give any inheritance
tax (“IHT”) advantage, and in some circumstances its use could
resultinahigher IHT liability than would otherwise be the case.

There are several reasons why:

® Thevalueofthe Trust property counts as part of your estate for
IHT. Aswe have said, the Probate Trust doesn’t give an IHT benefit.

® Thetransferofyourbondintothe Trustisachargeable lifetime
transfer (CLT). If the value of the CLT exceeds your available nil
rate band thereisanimmediate IHT liability. The current charge
is20% of the excess. The annual exemption, if available, may be
used to reduce the chargeable value. Yourfinancial adviser can
explain more about thisto you.

® Therewillalsobean IHT charge ateach 10 year anniversary of the
Trustifitsvalue (thevalue of thebond at that time) exceeds the
available nilrate band. That charge would currently be 6% of the
excessamount. There might also be exit charges when money is
distributed from the Trust to beneficiaries.

® |fyoudiewithinsevenyearsofsetting up the trust, IHT death rates
willapply tothe CLT. Atthe sametime, the full value of the Trust
(thebond, in otherwords) will be included in your estate for IHT,
asagiftwith reservation (GWR). However, there will be no double
chargetoIHT asthe event producing the lower IHT charge will be
relieved.

® |fyoudiesevenyearsormore aftersetting up the trust, no IHT
chargeswillarise onthe CLT duetoyourdeath. The IHT will be
calculated on the GWR value which is the full value of the Trust
(the bond, in otherwords).

TheHT treatment of trustsis complex and thisis just a brief
summary.You can find furtherinformation on the HMRC website at
www.hmrc.gov.uk.

The examples below are purely anillustration as to how you could
usethe Probate Trust. They are notintended to be used as advice.
You should seek your own financial and/or legal advice.

These are points foryou to consider and is not intended as advice.
Individual circumstances will vary. You should seek your own
financial advice via your advisororyou can find an advisor at
unbiased.co.uk
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Examplel

Rachel wantsto take out an Aviva bond. When she dies, she wants the
death benefit to be paid to her chosen beneficiaries without delay.
However, she wants to benefit from the bond herself during her
lifetime.

The Probate Trust meets Rachel’s requirements. [t will let her retain
accessto the bond during her lifetime but, in the event of her death,
the proceeds can be paid to her chosen beneficiaries without the

delays often associated with applying for a grant of representation.

Rachel has an estate valued at £200,000, including £20,000 in liquid
assets forinvestment. She discusses bonds as a possible option with
herfinancial adviser. Rachel understands that the value of a bond
canfall, butis happytotake thisrisk. So she decides toinvestin an
Avivainvestment bond and put this under the Probate Trust, naming
her children as the default beneficiaries.

Rachel’s IHT position when the Probate Trust is
created:

Rachel'sannualexemption for this yearand the lastis unavailable, so
setting up the bond subject to the Probate Trust creates a chargeable
lifetime transfer of the full value of £20,000. As she has made no
previous chargeable transfers, thereisno IHT to pay.

IHT position on Rachel’s death:

If she dies within seven years of making the chargeable lifetime
transfer, two calculations will be performed. Thefirst willignore the
£20,000 CLT butwillinclude the value of the Aviva bond as at the
date of herdeathin herestate in herestate asa GWR. The second will
include the £20,000 CLT in the calculation, but willignore the value of
thebond at the date of death. HMRC will assess the higheramount of
IHT calculated.

In both calculations here, thereis no tax to pay.

Providing Rachel survives for seven years, the £20,000 chargeable
lifetime transfer will no longer countin the calculation of her estate.
However, the value of the Probate Trust will continue to form part of
hertaxable estate for IHT purposes asitis a gift with reservation.

InRachel’s case, the Probate Trust provided exactly the outcome she
was looking for. It did not have any adverse effect on her IHT position.

These are points foryou to considerand is notintended as advice.
Individual circumstances will vary. You should seek your own
financial advice via youradvisor oryou can find an advisor at
unbiased.co.uk

07/02/24 8:35 PM



Example 2

We have included this example to show you why the Probate
Trustis not suitable for everybody:

In July 2007, George assigns a £300,000 investment bond to a Probate
Trust. He hasnoavailable IHT exemptions and has not made any
previous chargeable transfers. Thereis no lifetime IHT charge as the
transferiswithin the available nil rate band.

GeorgediesinAugust 2012, atwhich time the nil-rate band is £325,000.

On George’sdeath, the chargeable lifetime transfer becomes
chargeable atdeath rates of IHT. The value of the Probate Trust
(£250,000 at the date of death) is still subject to a gift with reservation
(GWR) andisincludedinthevalue of his IHT estate. The value of the
rest of his estate is £500,000. However, The IHT (Double Charges Relief)
Regulations 1987 willapply to give relieffrom any double charge. On
his death, everything passes to his children.

Two calculations are performed to establish the IHT charge:

® Asthough there had been no gift, ieincluding only the GWR.

® Asthoughthereisno GWR,ieincludingonly the gift.

TheHT payableis the higheramount produced by these calculations.
Calculation (1) ignoring the lifetime gift made, butincluding
thevalue of the GWR.

Value of the Probate Trust at date of death £250,000

Estate at death 500,000

750,000

Nil rate Band (325,000)

425,000

IHT at40%=£170,000

Calculation (2) ignoring the GWR, but including the lifetime gift.

Gift becomes chargeable £300,000

Estate at death 500,000

800,000

Nil rate band

(325,000)

475,000

IHT at40% =£190,000

Calculation (2) produces the higher charge so the IHT liability is
£190,000.

Had the Probate Trust not been set up the IHT would have been
£170,000, asin Calculation (1).

N.B. A claim for fall in the value of the lifetime transfer is not
allowable as the reduction is due to capital payments made
to George.
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UKincome tax

As the settlor of the trust, you will be liable to income taxon any
gain thatarises underthe policy whilst you are living (orin the tax
year of your death) provided you are resident in the UK (See
‘Whatis achargeable gainunder aninvestment bond?’
inthe ‘Questions & Answers’ section).

Ifa gain arises after the tax year of your death or when you are not
UKresident, then the trustees (if they are UK resident) are liable to
income taxatthe rate applicable to trusts (currently 45%). If the
trustees are not UK resident then any beneficiary ordinarily resident
inthe UK may be liable to income tax at theirmarginal rate on any
money received from the trust, with no credit for corporation tax
payableinthe UKon policyholderfunds.

You should note thata chargeable gain might affect your eligibility for
income-related benefits and allowances such as child tax credit and
child benefit.

Onshore policies and income tax

Any gain arising underan onshore policy won't be subject to basic or
lower rates of tax. This is because the life company pays corporation
taxonits policyholderfunds. You will only pay tax on the gain if you
already payincometaxat higher rates, orifthe gain takes you into the
higherrate band. You may be able to claim top slicing reliefto reduce
the tax payable. Where taxis payable, the rate is currently 20% of the
chargeable gain for higher rate taxpayers or 25% for those paying
taxatthe 45% rate. Your financial adviser can explain more about
thistoyou.

Offshore policies and income tax

For UK residents, any gain arising under an offshore policy may be
subjecttoincometax atthe marginal rate of the person liable. This

is because typically no direct taxis paid on offshore policyholder
fundsi.e.where the life company is established in a tax favoured
jurisdiction. The only tax onincome and capital gains that offshore
life assurance funds may suffer is some unrecoverable withholding
taxthat most countries deduct from dividend and interest payments.
Ifthe person liable for tax only becomes liable toincome tax at the
higherrates after any gain has been added to their otherincome, they
canclaimtopslicing relief to reduce the tax payable. Your financial
adviserwill be ableto let you know if this applies to you.

Please note that Aviva UK no longer provides offshore insurance
policies.

Capital gains tax

Your bond will generally be exempt from capital gains taxin the
handsof the trustees.
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What you should do now

Firstof all, you should speak to yourfinancial adviser - trusts and
tax laws are complex and your adviser will look at your personal
circumstances to see whether the Probate Trust is the best option
foryou.

Onceyou have spoken toyouradviserand are happy to go ahead,
you will need to complete:

® theapplicationformforyourAvivabond (ifyou don’thavean
existingbond)

® theProbate Trust Deed.

You should then send these to Aviva, along with your cheque
(ifyou areapplyingforanewbond).
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Questions and answers

1.

Who s the settlor?

The person(s) who set(s) up the trust. You as the policyholder are
the settlorof yourtrust. Asettlormust be aged 18 oroverand be
of full mental capacity.

Who can be atrustee?

You canappointany adult whois of sound mind as a trustee. You
canalsoappointatrustcompany. There are a number of things
to bearinmind when choosing trustees and you should speak to
yourown professional advisers about this.

Inthe Probate Trust, you are automatically a trustee. You should
appointatleastone additional trustee to act with you.

Who has power to change the beneficiaries
under the Probate Trust?

Whenyou set up the Probate Trust, you choose who you want
to benefit afteryour death. However, you can change those
beneficiariesifyou wish. Also, the trustees can change the
beneficiaries, within the class of potential beneficiaries, after
your death orwhen you are not capable of acting yourself.

Canaspouses (or civil partners) each take out
their own Probate Trust?

Yes.

Canaspouses (or civil partners) establish a joint
Probate Trust?

Yes.

Canlusethe Probate Trust with an
existing bond?

Yes.
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7. Whatisachargeable gainunderan

investmentbond?

Whena chargeable event occurs, we do a calculation to see
ifthereisachargeable gain. Thisis basically the difference
between the proceeds of cashingin yourinvestment and the
amountyou paid forit. Achargeable gainis subject to income
tax,and we will send you a chargeable event certificate giving
you the detailsyou’ll need to complete your tax return.

Thefollowingare chargeable events underan investment bond:

a)  deathresultinginapaymentunderthebondi.e.whenthe
lastoronly lifeinsured dies,

b)  fullycashinginthe bond, orawholeindividual policy
withinthe bond,

c)  assigningthe bondformoneyorsome other consideration,
d)  takingapartial surrenderin excess of the 5% allowance.

You make a partial surrender by taking some cash from every
individual policy within the bond, but without fully cashingin
those policies.

Before making a cash withdrawal, the trustees should
consult their professional advisers, as the different methods
of withdrawing cash have significantly differentincome tax
consequences.
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Glossary

Annual exemption

The amountyou can give away each tax year that will be exempt from
IHT. Thisis currently £3,000 and applies to one gift ora number of
giftsuptothatamount.

Chargeable event

Achargeable eventhappenswhen a gainis made on a lifeinsurance
policy. Achargeable gainis usually triggered by a chargeable event
suchasthefull surrenderofyour policy. Generally on full surrender,
the gain isthe amount by which the value of a policy exceeds the
amount paidintoit. Chargeable gains can also arise when the
amountwithdrawn by partial withdrawal exceeds the accumulated
5% p.a. allowance.

Gift with reservation

Thisiswhere you make a gift ‘with strings attached’ - forexample,
ifyou gave your house toyour children, but carried on living there
without paying them a full commercial rent. The value of the gift
(your house in our example) would still be liable for IHT.

Inheritance tax

Inheritance tax (often called IHT) is the tax paid on your estate. Your
estateis everythingyou own atthetime of your death, less what
you owe. Inheritance Taxmay also be payable on assets you have
given away duringyour lifetime. Assets include things like property,
possessions, money and investments.

Nilrate band

Theamountof an estate thatis charged to inheritance
tax at 0%.
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Settlor

Aperson who puts property into a trust. Forinheritance tax purposes,
asettloristhe person who makes a settlement orwho directly or
indirectly provides the assets for a settlement.

Topslicingrelief

Topslicingreliefis away of reducing the tax paid on any gains your
investment makes. You could benefit from thisifyou are currently a
basic ratetaxpayer, but the gains from yourinvestment (when added
toyourusualincome) take you into the higher rate taxpayer bracket.

Trustee

Apersonwhois the legal owner of the Trust property and is obliged
todeal withit, subject to the terms of the trust, for the benefit of the
beneficiaries.

Withholding tax

When a dividend orinterest paymentis made, tax may be deducted.
Thisis known aswithholding tax.
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Important notes

Please bearin mind this guideis notintended to give advice. If you
are considering the Probate Trust from Aviva, or doing anything
under the provisions of the Trust, you must get advice from your legal
and/orfinancial advisers. Thisisimportant because:

® creatinga trust hasboth legal and taxation consequences
® oncetheTrusthasbeen created it cannot be revoked

® thetrusteeshaveaspecial dutytothe beneficiaries.
If they misuse their power under the trust, trustees
can be held personally liable if the beneficiary loses out as a result.

Where we have talked about taxissuesin this guide, itis based

on Aviva’s understanding of current tax laws and HM Revenue &
Customs’ practice. Remember that taxlaws can changein the future.
This could mean you become liable fortax under the arrangement
you take out, evenifyou aren’t now. We've taken great care to

ensure the content of this guide is accurate. However Aviva and its
representatives can take no responsibility for any loss suffered by any
personasaresultof actingornotactingon the material contained in
this guide. This also applies to any associated material.

In this guide, where we say “spouse”, this includes both “civil partner”
and where we say “widow” or “widower”, thisincludes “deceased’s
civil partner”.
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Need thisin adifferent format?

Please getin touch ifyou'd prefer this key features (IN90008) in large font,
braille, oras audio.

How to contact us?
) 0800068 6800
@ contactus@aviva.com

@ MyAviva.co.uk

| Retirement | Investments | Insurance | Health |
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