
A Controlled Access Account (CAA) is for someone 
who wants to reduce their potential inheritance 
tax (IHT) bill and is 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 three 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 eight, Timothy five and 

Samantha three
•  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 
grandchildrens’ 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 the money on their 18th 
birthdays.

John and Jean would both feel uncomfortable allowing 
their grandchildren to have full access to this money on their 
18th birthdays. They like the CAA because it allows them to 
decide when and how their grandchildren access the money. 

Two beneficiaries have been appointed to each CAA, the 
grandchild as the child beneficiary with a 99% share and a 
parent as the adult beneficiary with a 1% share. 

At age 17, the eldest grandchild wants to know what options 
are available to the trustees.
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Policy background for the eldest child Rachel
The CAA had been set-up to provide a sum of money on 
selected maturity dates for Rachel (the child beneficiary) at 
selected ages between 18 and 28. Alternatively, the maturity 
dates of the policies maturing before Rachel’s 18th birthday 
can be deferred.

Maturity
Upon each policy maturity, the funds are payable to the 
trustees of the bare trust and may be used for a number 
of different purposes. Alternatively, the maturity dates of 
the policies maturing before Rachel’s 18th birthday can be 
deferred.

Additionally the adult beneficiary may elect to assign his/
her 1% allocation to Rachel but should note that his/her 
allocation may be subject to tax and advice should be sought 
on prudent tax planning.

It is also important to note that the final maturity differs 
from earlier maturities in that the Rachel may elect to further 
extend the maturity date to any point in the future. Should 
she do so, Rachel may then also elect to take regular or 
single/ad hoc withdrawals at that time.

This achieves their objectives because:
The gift into the CAA is a potentially exempt transfer and is 
therefore outside of John and Jeans estates providing they 
survive for seven years.

99% of any tax due on the maturities will fall on Rachel 
therefore utilising Rachel’s personal tax allowances and the 
other 1% on the adult beneficiary.

John and Jean (as trustees) are able to control the timings 
and the amounts given to the beneficiaries.

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. 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.
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