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Expatriate investors who plan
to become UK resident can
benefit from an important tax
relief available to holders of
offshore life assurance and
capital redemption policies.

2 Friends Provident International

If a policy is surrendered while the policyholder is a UK
resident, HM Revenue & Customs makes allowance for the
period the policyholder was not UK resident. Each day of
non-UK residence from the start of the policy reduces any
chargeable gain. This is called time apportionment relief.

Case study

Karen is originally from the UK. On 8 April 2014 she invested
£100,000 into a single premium offshore bond. Karen was

not UK resident when she invested in the bond and does not
intend to return to the UK until 6 April 2020. She is looking to
surrender the bond on 4 April 2024 when she retires. Assuming
the bond is worth £180,000 when she surrenders it, and that all
other things remain the same, the position will be as follows:

Key Events

8 April 2014
Karen pays bond premium of £100,000

6 April 2020
Karen moves back to UK

4 April 2024
Bond surrendered for £180,000
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Calculating the total gain

The surrender of the bond will create a chargeable event.

The total chargeable gain will be:

Surrender value of Karen's £180,000
bond in April 2024

LESS premium paid (£100,000)
Full gain £80,000

Applying time apportionment relief

Total days Karen's policy in force
Number of days Karen held policy as
non-UK resident

3,650 (10 years)
2,190 (6 years)

The amount of time apportionment relief is calculated as:

Full gain x (Number of days Karen held policy as non-UK

resident / Total days policy in force)
£80,000 x (2,190/3,650) = £48,000

Karen's full gain is reduced by the amount of time
apportionment relief as follows:

Full gain £80,000
LESS time apportionment relief (£48,000)
Reduced gain £32,000

Conclusion

Claiming time apportionment relief will reduce Karen's
taxable gain by £48,000 to leave only £32,000 of her
£80,000 gain on her policy subject to UK income tax.

Karen may also be able to benefit from other reliefs and
allowances, such as top slicing relief.

Karen’s full gain = £80,000
Reduced gain

= £32,000

B Non-Resident - £48,000 not taxable in the UK

B UK-Resident - £32,000 taxable in the UK



Important information

This case study is based upon our understanding of current
UK tax and other legislation at November 2019 and may be
subject to change in the future. While every care has been
taken to ensure the accuracy of this information, Friends
Provident International Limited can accept no responsibility
for any actions taken as a result of this release. The monetary
values used in this case study are purely fictitious and are no
indication of actual investment performance.

This factsheet is intended for general information purposes only and does not
constitute legal advice. It is based upon our understanding of current UK legislation
as at November 2019 and may be subject to change in future. Whilst every care has
been taken to ensure the accuracy of this factsheet, Friends Provident International
Limited cannot accept any liability to any party for loss or damage caused by errors
or omissions. No part of this factsheet may be reproduced without prior approval
from Friends Provident International Limited. Friends Provident International does
not condone tax evasion and the company’s products and services may not be used
to evade taxes.
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