
Case study 1:
John and Jean are looking to use a Controlled 
Access Account to reduce their potential 
inheritance tax (IHT) bill and are happy to give 
away a sum of money in order to do so. Although 
they want to gift the money to a child under the 
age of 18, they do not want the child to have 
automatic access to the money at age 18.

“ We want to make sure our 3 grandchildren have their school 
fees covered and that any university fees and expenses are 
also covered”. John and Jean

John and Jean:
• John is aged 73 & Jean is 71

• Married

• Both retired

•  Have three grandchildren Rachel 8, 
  Timothy 5 and Samantha 3

•  Want to set aside £150,000 for each grandchild 

• Live in Hertfordshire 

• Own their house outright

• Financially secure in their own right

Both John and Jean want to make sure that their 
grandchildren’s school fees are covered up to the age of 
18. Furthermore, once the grandchildren have reached 18, 
the grandparents would like to be able to provide a pot of 
money that becomes available at key dates during their 
grandchildren’s lives. For instance, to fund a gap year at age 
18 or to pay for university fees to age 21 and perhaps even 
provide a deposit for their first house at age 25. However, 
they want to make sure that their grandchildren will not have 
automatic access to all of the money on their 18th birthdays.

By combining a bare trust and a series of life assurance 
policies with different maturity dates, the Controlled Access 
Account (CAA) allows John & Jean to invest £150,000 for 
each of their grandchildren. The policies can be set to 
mature individually or in groups, at specific dates up to their 
grandchildren’s 18th birthdays. If all maturity proceeds are 
not required, the maturity dates can be reset to a date in 
the future after the grandchild’s 18th birthday, up to them 
reaching age 49.

Each CAA will provide a sum of money on selected maturity 
dates which is split between the child beneficiary (under 18) 
and an adult beneficiary. They will receive 99% and 1% of 
the proceeds of each policy respectively. There are a number 
of factors which help to achieve John & Jean’s goals:
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•    Combining a bare trust and a series of life assurance 
policies provides an arrangement which is both tax efficient 
and securely controlled by trustees appointed by John & 
Jean;

•    As the CAA is subject to a bare trust with an adult 
beneficiary and no full surrender option is available, 
the possibility of the grandchild forcing a surrender is 
eliminated. 

John & Jean intend to act as trustees and would like to involve 
their children in control of the investment.

John & Jean look to invest in a separate CAA for each of their 
grandchildren. They appoint themselves as trustees to each of 
the bare trusts and appoint one of their children as the adult 
beneficiary to each trust.

Because the CAA consists of a series of policies with a variety 
of maturing dates which, upon reaching maturity before the 
child beneficiary’s 18th birthday, can be allowed to mature 
at that time or can be reset to mature at specific dates in the 
future. 

For example, the scenario for the youngest grandchild 
Samantha could be to allow some policies to mature at 
the policy anniversary before ages 14, 15, 16 and 17. Other 
policies could mature in groups at anniversaries before ages 
19, 20, 21, 25 and 30. Once these future dates have been 
selected, they cannot be changed by either the trustees or the 
beneficiaries.

As each policy matures, the proceeds are paid to the trustees 
of the bare trust for distribution in accordance with the trust 
deed. The adult beneficiary may at any time elect to waive 
his/her share by assigning it to the child beneficiary. However 
it should be noted that the funds allocated to the adult 
beneficiary may be subject to tax and advice should be sought 
on prudent tax planning.

This achieves their objectives because:

•    The gift into the CAA is a potentially exempt transfer and 
therefore outside of their estates providing they survive 
seven years.

•    99% of any tax due on the maturities will fall on the child 
beneficiary thus utilising the grandchild’s personal income 
tax allowance and the other 1% on the adult beneficiary.

•    John & Jean are able to control the timings of the amounts 
given to the beneficiaries because they will be trustees of 
the bare trust.

This document is based on Canada Life International 
Limited’s understanding of applicable legislation, 
law and current HM Revenue & Customs practice as 
at November 2021. The events and all characters 
described in this document are entirely fictitious. 
It is provided solely for general consideration. The 
information regarding taxation is based on our 
understanding of current legislation, which may be 
altered and depends upon the individual financial 
circumstances of the investor. We recommend investors 
take their own professional tax advice.

Past performance is not a guide for the future. 
The value of units can fall as well as rise. Currency 
fluctuations can also affect performance.

For more information on the Controlled Access 
Account, please contact your professional adviser.


