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Relevant Life
Did you know?
•

69% of people have never heard of a Relevant Life Plan

•

28% of people did not know enough about it or the benefits*

*Source (Legal & General State of the Nation report, October 2019)

There are significant potential tax savings for business owners wanting to take out life insurance, and we often find it
surprising that high earning company directors are not utilising the benefits of this type of policy.
What is it?
A Relevant Life plan is a tax eﬃcient way for employers to provide an individual death in service benefit to an employee.
It is designed to pay a lump sum upon death or diagnosis of a terminal illness whilst employed throughout the policy
term.
Who can have a Relevant Life plan?
The individual must be an employee, a UK resident and must be employed by a UK company.
Many high earning directors provide themselves with this type of benefit, as they are able to provide tax eﬃcient lump
sum death benefits to their loved ones, without aﬀecting their Pension lifetime allowance.
How much cover can I have?
The sum assured is calculated as a multiple of
remuneration which can include salary, dividends,
bonuses & P11D benefits.
The maximum varies depending on provider however on
average, it is capped at around 10 to 30 times total
remuneration depending on age at inception.
How is it taxed?
The premiums are an allowable business expense and
are not classed as a P11D benefit. In the event of the life
assured’s death, the policy pays tax free into a
discretionary trust for the benefit of family or
dependants.
Can I include Critical Illness Cover?
Some providers used to oﬀer Critical Illness alongside Relevant Life, however due to questions surrounding compliance
with HMRC rules, many providers now oﬀer ‘Significant Illness Cover’ instead.
‘Significant Illness Cover’ is a less comprehensive cover than Critical Illness, which is designed to pay out upon
diagnosis of a condition which results in the retirement, or anticipated retirement, of the employee covered.
The levels and bases of taxation, and reliefs from taxation, can change at any time. The value of any tax relief depends
on individual circumstances.
Trusts are not regulated by the Financial Conduct Authority.
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Life Cover - Personal vs Relevant Life
A Relevant Life plan is a personal life insurance policy which can be treated as an allowable business expense, so the
business would qualify for corporation tax relief. There’s no additional income tax or national insurance to pay.
If you compare the cost of buying life assurance from an employee’s taxed income compared to that of the company
paying for a Relevant Life plan, the benefits are clear to see in the table below.

For example purposes only.

This is a saving of £779.27, which is almost 50%!
*Source (Legal & General State of the Nation report, October 2019)

What happened in the markets
During August, we saw the FTSE All-World Index rise to it’s highest ever level, recording the best August for global
stocks in decades. The S&P 500 and Nasdaq 100 continued to climb to new highs, but it’s important to note that the
recovery in share prices isn’t evenly spread.
Originally there was speculation on how the economies around the globe would recover from the eﬀects of the
pandemic, whether this would be a ‘V’, ‘U’, ‘W’ or so on. There has been much talk recently of a so called ‘K’ shaped
recovery. This remains to be seen but essentially means that the recovery is uneven with some areas thriving whilst
others continue to struggle longer term. It will be interesting to see how this plays out and who the real winners and
losers will be.
Tesla and Apple both announced stock splits recently, meaning that the share price is reduced, and investors are
compensated with additional shares. This doesn’t change the value of the company, and wouldn’t normally be seen as
good news for their share price, however both companies made substantial gains following the announcement.
It would also be wise where your investments are concerned to have one eye on the US elections, and of course the
ongoing talks when it comes to Brexit.
The Partner Practice is an Appointed Representative of and represents only St. James's Place Wealth Management plc (which is authorised and regulated by the Financial Conduct Authority) for the purpose of
advising solely on the Group's wealth management products and services, more details of which are set out on the Group's website www.sjp.co.uk/about-st-james-place/our-business/our-products-and-services.
The titles 'Partner' and 'Partner Practice' are marketing terms used to describe St. James's Place representatives.
Our privacy policy is available on our website which informs you how to opt out if you do not wish to receive any further marketing communications from us.

2

