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Highest earners will be able to save 32 per cent on Revenue income tax bill as Assured Fund secures ‘distributor status’…

 …returns on leading life settlement fund to be levied at capital gains (18 per cent) rate

                                                 
HIGH earners can now avoid paying income tax at up to 50 per cent on profits from their investments if they choose Assured Fund – the UK’s biggest traded life settlement fund – managed by  Policy Selection Ltd.

The fund has been granted ‘Distributor Status’, by HM Revenue & Customs - meaning UK retail investors will find it far more advantageous to invest in the Fund.

 ‘Distributor status’ is incorporated within The Income and Corporation Taxes Act 1988 of the United Kingdom (Schedule 27 paragraph 15). 

“The UK’s offshore fund rules were introduced back in 1984 to prevent the avoidance of UK tax through accumulating and rolling up income, tax free in a fund until disposal of the shares by a UK investor,” explained Assured Fund’s Andrew Walters.

“If a fund was deemed to be distributing sufficient income, any remaining gain would be classified as a capital gain.

“In order to be classified as a ‘qualifying’ or ‘distributing’ fund, 85% of its UK equivalent profits or accounting income in the fund needs to be distributed. Funds fulfilling the criteria are then issued with a certificate by HM Revenue and Customs,” he said.

Award of the status will make a big difference to investors going forward.

“Previously the returns to UK investors on the disposal of their shares in Assured Fund have been taxed as income, which for 2008/09 was at 40% on income greater than £34,800 (rising to £37,400 in 2010),” he said.

“For 2010 this becomes even more relevant where an additional higher rate band of 50% is applied to income over £150,000.

“Now, with the new distributor tax status, returns will be taxed as Capital Gains at 18% for 2008/09 and 2009/10.

“In other words, the high earners finding themselves in the 50 per cent bracket when the new law kicks in from 2010 will be able to pay tax at just 18 per cent on gains from our fund – as opposed to 50 per cent on profits from other non qualifying investments.”

With Capital Tax, the price paid for the shares may be indexed for inflation when calculating the gain, so reducing the taxable gain.

Importantly, investors may now offset their CGT annual exemption amounts against any gains, which for 2008/09 was £9,600 and for 2009/10 is £10,100 which to some investors may mean there is the potential of little to no tax to be paid on the realised gain. 

Assured Fund is aimed at high net worth individuals who, as sophisticated investors, tend to operate through financial planners or wealth managers.

An initial financial planning assessment will be a financial health check for the client which will of course involve assessing their tax status and only then, based on that review, will they recommend a product.  

“By achieving distributor status we make Assured Fund far more attractive from a tax perspective and thus more useable to financial planners,” said Walters.

Assured Fund will shortly complete a new Euro-zone tax structure in order to ring fence investor returns from impending US tax legislation affecting traded life settlements.

The new initiative sees the company move its assets from its offshore Cayman base to Brussels, Belgium, in order to utilise dual taxation treaties between Belgium and the US.

It is understood that American IRS (Internal Revenue Service) Withholding Tax legislation will apply to all policies purchased after 26 August 2009.

Assured Fund invests in US life assurance policies sold on the second hand traded market by elderly US citizens – the typical age of policy holders is between 75 and 85. 

Reflecting similar products in the UK, the US-based policies carry a guaranteed death benefit ie the sum assured. When the policyholder dies, the full sum assured is realised, with Assured Fund then receiving the proceeds.

For more details on the Assured Fund/PSL go to www.policyselection.com.
- Ends -

Editors notes: 

(1)

Assured Fund gives the investor access to a diverse portfolio of assets as opposed to being exposed to the uncertainty of holding a single policy. If the portfolio is sufficiently large there will be a degree of certainty to the returns.

The investment concept is attractive as the concept is relatively simple and the returns clearly defined. However, an investor must be circumspect about his choice of Fund Manager in that their practices do not compromise the integrity of the asset.

The Team behind Assured Fund, are not looking to deliver dramatic returns, though in the current climate, its Share Class A, denominated in USD, has delivered appealing returns of 11.51% (annualised since launch).

Its philosophy is to be building to institutional standards a robust structure that will continue to deliver consistent returns into the future. To this end, Assured has had its valuation model verified by the independent actuarial firm, Institut fur Finanz und Aktuarwissenschaften, and its monthly pricing is checked by Deloitte in Zurich.

It operates with complete transparency with no hidden performance fees which may distract from the consistent application of the valuation methodology. 

It continually refines its purchase criteria in order to secure a balanced portfolio by illness, sex, and life office spread. It only purchases traditional Life Settlements, i.e. no premium financed or contestable policies, issued by Life Offices rated A or above by Standard and Poors.

It seeks to protect the assets of the Fund at all times, becoming the beneficial owner of the Life Settlement policies prior to making payment to all parties in the supply chain.

(2)

Policy Selection Ltd was established in 2003, and is specifically designed to specialise in the US Senior Life Settlement market. With around $412 million (US) in assets under management, PSL is a private limited company registered in the Cayman Islands. The Assured Fund is an independent company with its own Board of directors.  The Fund is audited by PriceWaterhouseCoopers, Douglas, Isle of Man and has been evaluated by Deloitte & Touche.

Assured Fund management fee – 0.75 to 2.25 per cent depending on share class. A PDF is available giving full details on the fund’s structure/charges/authorisation etc.
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