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Quotation validity
Offshore Onshore

What is the taxation 
position of the  
investment within the 
wrapper?

Investments can grow free of UK income tax 
and capital gains tax.

It may not be possible to reclaim withholding 
tax suffered on some foreign income received.

Underlying fund pays 20% corporation tax on 
any interest, deemed capital gains and any 
realised gains.

UK dividend income is not subject to tax in the 
fund.

Depending on the funds and assets being held, 
the actual tax paid in the fund may be less 
than 20%.

What is the policyholder’s 
taxation position if 
chargeable gain occurs?

May use up any remaining personal allowance, 
starting rate band for savings and personal 
savings allowance. The balance of the gain will 
be taxed at the policyholder’s marginal rate of 
income tax. 

The whole gain sits in the client’s income 
tax calculation and could push any dividend 
income, in excess of the dividend allowance, 
into higher tax bands. 

Time apportionment relief may also be 
available, to reduce any gain, subject to the 
qualifying conditions.

Top-slicing relief may be available.

Chargeable gains have a 20% tax credit so 
there is generally no liability for a basic rate 
taxpayer. 

Higher rate taxpayers will be subject to tax of 
20% and additional rate taxpayers subject to 
tax of 25% on the gain.

The whole gain sits in the client’s income tax 
calculation after dividend income. 

Time apportionment relief may also be 
available, to reduce any gain, subject to the 
qualifying conditions.

Top-slicing relief may be available.

Investment options Can be open-architecture – offers 
policyholders access to almost any 
permissible collective fund and can be used 
with investment platforms or investment 
managers. 

This can appeal to more sophisticated 
investors.

Ability to invest outside the normal range of 
permissible investments.

Generally only offers access to a fettered fund 
range made available by the provider. This can 
cover a wide range of asset classes and fund 
types.

The different features of an investment wrapper may lead an investor to prefer one over another. When an investor has decided on 
a wrapped investment they then have the choice of an offshore or onshore bond.

The purpose of this document is to give an overview of the differences between offshore and onshore bonds.
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Cost of administration 
of the bond

Generally cost higher.

Depending on the bond there could be:

•     An initial or establishment charge

•      Ongoing administration charges, usually  
a fixed quarterly fee reviewed annually

•      Transaction fees where the provider is 
involved in the switching between  
investments

Generally cost lower.

The charges are generally lower and much 
more transparent, involving a wrapper charge 
and a fund charge.

Policyholder Protection This varies by jurisdiction:

Policyholders of Isle of Man policies will be 
protected by the Isle of Man Life Assurance 
(Compensation of Policyholders) Regulations 
1991 if the company becomes unable to meet 
its liabilities to them. Should such a situation 
arise, the Policyholder Compensation scheme 
would meet up to 90% of the provider’s 
liabilities to its policyholders, with no 
maximum.

Irish providers are authorised and regulated 
by the Central Bank of Ireland, which monitors 
their management and financial strength. In 
addition, CLIAI has low fixed costs in relation 
to the size of its long-term business fund and 
new premium income, and operates stringent 
financial controls.

Policyholders resident in the UK will not be 
entitled to benefit from the UK Financial 
Services Compensation Scheme (FSCS), if CLIAI 
is unable to meet its obligations to them. 

Policyholders are covered by the Financial 
Services Compensation Scheme (FSCS).

The FSCS is designed to pay compensation if 
a company is unable to pay claims, because 
it has stopped trading or been declared in 
default. 

If the provider is unable to meet its liabilities, 
you may be able to claim compensation from 
the FSCS. Currently, 100% of the value of a 
valid claim is covered by the FSCS.



The information regarding taxation is based on our understanding of current legislation, as at April 2021, which may be altered and 
depends on the individual circumstances of the investor. We recommend that investors take their own professional tax advice.

Quotation validity
Offshore Onshore

Target Market/Exit 
Strategy

Individuals who are planning to live or retire 
abroad. 

Individuals who are, or will be, non-UK 
taxpayers at the time of a chargeable event or 
encashment, or who will be taxable at a lower 
rate than currently.

Individuals looking for wider asset classes for 
investment.

Individuals who want to benefit from tax 
deferral by investing in a life fund that can 
grow free of UK income tax and capital 
gains tax.

Trustees of certain trust who want a simple to 
administer investment that does not produce 
an income.

Investors who are looking for a capital 
redemption option where there are no lives 
assured, with the policy running for a pre-
determined term.

Individuals who are likely to remain UK 
resident whilst owning the bond.

Those looking for tax deferral.

Individuals who are likely to remain UK 
taxpayers at the time of any chargeable event.

Trustees of certain trusts who want a simple to 
administer investment that does not produce 
an income.

Those looking for dividend producing 
investments could be attracted by the tax 
advantages and the tax credit on any gain.

Those looking for simplicity and whose 
investment needs can be satisfied by the 
fettered fund range and who do not want their 
executors to be concerned with the need to 
obtain probate in foreign jurisdictions. 

Those who are nervous at the thought of 
investing offshore and prefer the familiarity 
of a UK-based provider and the security this 
provides.
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ican Technical Services 
We understand how important high quality, accessible 
technical support for advisers is, both in maintaining and 
generating business. Canada Life’s ican Technical Services Team 
understands that you, as advisers, have specific needs and that 
you need the right technical information delivered to you in the 
right way, at the right time. 

The team has more than 250 years of experience between them 
and delivers accessible technical services across tax, trusts, 
estate planning, pensions and investments. 

ican@canadalife.co.uk

Technical
Services


