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Segregated Portfolio Service (‘SPS’).

Aims
Canada Life International Limited and Canada Life 
International Assurance (Ireland) DAC (“we/us”) offer 
a range of open architecture international investment 
linked life assurance products (the ‘Account(s)’). These 
Accounts allow investors to choose from a wide asset 
universe, although the choice is reduced to some extent 
by limitations imposed by HMRC. However, if it can 
be shown that the choice of assets and their ongoing 
management is conducted at arm’s length from the 
policyholder, HMRC allow a much wider range of assets 
to be available.

This is where SPS can help. 

With SPS, investors nominate a Discretionary Fund 
Manager (‘DFM’) to manage the underlying assets of 
the Account. The DFM needs to already have a SPS 
agreement in place with us, and this allows them to 
manage the assets on our behalf without any influence 
or direction from the investor. In these circumstances, 
the HMRC limitations on asset availability do not apply.     

Please be aware that SPS should only be selected where 
the investor is willing to pass all investment decision-
making to the nominated DFM. If this will not be 
possible, SPS will not be appropriate.

Risks
With any investment it is important to understand the 
potential risks before deciding to invest. 

A description of the general risks relating to the 
Accounts can be found in the relevant Account Key 
Features document(s).  

With SPS, the nominated DFM’s choice of assets may 
involve additional investment risks. These will be 
identified by the nominated DFM following a detailed 
assessment of the assets they select, but this may have 
a bearing on:

+  the DFM’s aim for the underlying portfolio; and

+  the assets that make up that portfolio.

It should be noted that investment performance and 
capital values are not guaranteed, and the Account 
value can go down as well as up.

Specific risks for the Segregated Portfolio Service
There are specific risks that apply to this service that 
investors must be aware of before proceeding:

Investors could face punitive tax charges by remaining 
in SPS, if: 

+  the investor, their financial adviser or the nominated 
DFM failed to adhere to the terms of the agreement; 
and/or

+  HMRC change their view regarding the service, 
or they change the tax regulations applying to 
investment products 

Should these circumstances arise, the Accounts include 
an option to instruct the nominated DFM to sell any  
non-standard assets and revert to the standard 
investment options.

Invest in a much wider 
range of assets, not 
normally available 
under HM Revenue 
& Customs (‘HMRC’) 
Personal Portfolio Bond 
regulations.

This is an important document. 
Please keep it safe for future reference.
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Investment Restrictions and  
permissible assets
The assets permissible under HMRC Personal Portfolio 
Bond regulations, The Income Tax (Trading and Other 
Income) Act 2005 (ITTOIA05 sections 515 – 526), for 
individual policyholders, and UK Statutory Instrument SI 
1999/1029 (Personal Portfolio Bonds (Tax) Regulations 
1999), for corporate policyholders, are limited to the 
following:

+ Authorised unit trusts

+ Authorised investment trusts

+ Open-Ended Investment Companies

+ Linked life funds

+ Cash/Deposits

The assets that may be held under SPS are not restricted 
by the HMRC Personal Portfolio Bond regulations. 
However, there are additional regulatory restrictions 
that apply outside of HMRC regulations which vary 
depending on the jurisdiction of the Account provider. 
These are as follows:

•  Canada Life International Assurance (Ireland) Dac 
(CLIAI), is subject to the European Union (Insurance 
and Reinsurance) Regulations 2015 (S.I. 485 of 2015) 
(which transposed into Irish law the Solvency II 
Directive (Directive 2009/138/EC)) (the “Solvency II 
Regulations”) as well as any additional requirements 
set out by the Central Bank of Ireland, which 
regulates CLIAI

•  Canada Life International Limited (CLI), is subject 
to the Isle of Man Insurance Act 2000 as well as any 
additional requirements set out by the Isle of Man 
Financial Services Authority, which regulates CLI

The permitted assets allowed through SPS that would 
otherwise not be permitted by HMRC limitations, 
include:

•  UK and Global equities (listed on a regulated 
exchange);

• UK gilts;

• Government, municipal and corporate bonds;

• Eurobonds;

• Structured products.

The Solvency II Regulations may allow other types 
of investment to be held, but we believe the above 
normally cover most requirements. However, we will 
provide support in assessing other types of investment 
should the nominated DFM want to use them.

We monitor the assets held within portfolios from time 
to time. If we identify any non-compliant assets, we 
advise the nominated DFM, who must dispose of the 
assets immediately.

Moving to SPS from an existing DFM 
agreement (within an existing Account)
Investors can move from an existing DFM arrangement 
to SPS, although this will significantly change the 
relationship with the nominated DFM.

Where investors may have previously been able 
to influence investment decisions, this flexibility 
disappears under the SPS terms and no assets other 
than SPS investments can be held within the investor’s 
Account.

Transferring assets from an existing 
discretionary portfolio (to a new or 
existing Account)
Investors can choose to transfer assets already held in 
a portfolio that is being managed by a qualifying DFM. 
Such a transfer can be instead of or in addition to a cash 
payment. Assets can be transferred in-specie, which 
means the DFM need not physically sell the assets. 
If assets are already held, transferring them to us in-
specie can save costs and eliminates time spent out of 
the market, which may lessen risk. However, in-specie 
transfers of permitted assets are only allowable subject 
to the following conditions:

•  Any assets that are to be transferred to an Account 
must be held within a discretionary portfolio and 
have been selected by a DFM

•  The DFM has complete discretion over the nature 
and management of the assets it will accept into 
the portfolio, including the choice of any wrapper in 
which they are held. They will not accept any assets 
held directly by the investor

•  The DFM has complete discretion over the assets 
that can be transferred to the Account. The investor 
must not influence the selection of assets, but 
may indicate their desired level of risk and broad 
investment objectives. This also applies to any 
investment adviser or any other person acting on the 
investor’s behalf

•  No individual asset can represent more than 33% 
of the total value of the assets the investor wants to 
transfer to us

•  The investor can have no influence on when 
individual assets are sold and no influence over any 
assets subsequently purchased

•  Any assets held on the investor’s behalf by the DFM, 
must have been held for more than six months.

Investor Obligations
The Accounts allow investors to select certain types 
of assets allowable under HMRC rules. However, if you 
select SPS to get the benefit of a wider range of asset 
types, certain terms that apply to your Account will not 
apply while you remain invested in SPS.

+  The investor cannot invest in any assets other 
than SPS while this agreement remains in force. 
Additional DFM SPS accounts can be held

+  The nominated DFM will manage the assets in 
accordance with the investors risk profile and 
investment objective for as long as the agreement 
stays in place. They will only change the asset mix in 
the underlying portfolio if the investors risk profile 
and/or investment objectives change

+  Neither the investor nor anyone else may instruct 
or seek to influence the decisions of the nominated 
DFM when purchasing or redeeming any asset

+  Neither the investor nor anyone else has any 
discretion over the choice of assets. For instance, 
the investor cannot ask for a specific or bespoke 
investment to be included in the portfolio

Should the investor or their financial adviser have any 
instructions in respect of the Account, these should 
be given to us rather than the nominated DFM. This 
will ensure that investors continue to comply with the 
investment agreement and the restrictions listed above, 
so that the Account will not be treated as a Highly 
Personalised Bond for tax purposes by HMRC.

If investors are found to have influenced the 
selection or de-selection of assets within 
a SPS portfolio, significant adverse UK tax 
consequences will apply to the Account. 
The Account would be treated as a ‘personal 
portfolio bond’ for UK income tax purposes 
and the Account owner would be subject to 
an income tax assessment each year on a 
deemed 15% gain. This income tax liability 
is compounded each year the Account is 
classified as a personal portfolio bond. For 
more information on this, please seek advice 
from your tax adviser.

We need to be advised if the investor’s risk profile and/
or investment objectives change, and we will instruct 
the nominated DFM to change the asset mix in the SPS 
portfolio to ensure that they manage the investment 
accordingly. We will not pass on instructions if they 
are likely to conflict with the terms of the investment 
agreement. If we feel that instructions do not comply 
with the agreement, we will let the investor know. 

The nominated DFM knows that they cannot take 
instructions directly from the investor or anyone else. 

We have authority to prevent the purchase of any 
particular asset or instruct the sale of an asset should 
we become aware that the investor or the nominated 
DFM overlooked the rules of the agreement.

Account Liquidity
The nominated DFM is responsible for ensuring that 
sufficient cash is available to maintain a positive 
balance in the Account’s cash transaction account. 
If a withdrawal is required, we will arrange for the 
nominated DFM to sell sufficient assets to cover the 
withdrawal. The investor or their adviser cannot request 
that specific assets are sold to maintain the cash 
transaction account balance or to cover withdrawal 
requests.

Cancelling the Agreement
Some investors may decide that having the ability 
to directly influence investment decisions is more 
attractive to them in the long term than having the 
opportunity to invest in a wider range of assets than 
those limited by HMRC regulations. In this case, 
the investor can advise us in writing to cancel the 
agreement with the nominated DFM. We will advise the 
nominated DFM that the agreement has been cancelled 
and will instruct them to sell all non-permissible 
holdings at the earliest possible opportunity.

Once all SPS holdings have been sold, the cash value of 
the assets will be returned to us. We pay the proceeds 
from the sale of the portfolio into the Account’s 
cash transaction account, and the investor can then 
purchase other assets that better suit their needs, 
manage these themselves, or appoint a new investment 
adviser or a new DFM.

If the nominated DFM is unable to sell all the assets 
from the SPS portfolio for any reason (for example if 
the underlying asset is suspended from dealing or is 
difficult to liquidate at short notice, such as commercial 
property), this will delay the investors’ ability to make 
their own investment choices.
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Assets can be 
transferred in-specie. 
This can save costs and 
eliminates time spent 
out of the market, 
which may lessen risk.

•  The DFM must ensure that all investments held within 
the Account comply with;

 –   For CLIAI, the European Union (Insurance and 
Reinsurance) Regulations 2015 (S.I. 485 of 2015) 
(which transposed into Irish law the Solvency II 
Directive (Directive 2009/138/EC)) (the “Solvency 
II Regulations”) as well as any additional 
requirements set out by the Central Bank of Ireland, 
or

 –   For CLI, the Isle of Man Insurance Act 2000 as well 
as any additional requirements set out by the Isle of 
Man Financial Services Authority

•  The value of the first transfer of assets must be at least 
£100,000 (€150,000 or US$200,000)

Points to consider
Wrapping a discretionary portfolio in an 
international investment product that  
has been transferred in-specie is a  
disposal for capital gains tax purposes.  
This will create a tax liability if the gain on the 
discretionary portfolio, plus any other gains, 
exceeds the investors annual capital gains tax 
allowance.

Holdover relief is not available, even when the 
Account is held in a trust, as the tax wrapper 
has changed. The transferred funds become our 
property, and it is then the Account that represents 
the trust property, not the underlying assets in the 
transferred portfolio.

The in-specie process is dependent on the time 
taken by the Discretionary Fund Manager to register 
us as the owner of the assets. In-specie transfers can 
take some time to complete, and investors should 
factor this into their any plans – for instance, if they 
intend using the Account to provide an income 
stream.

Our International Investment Products
Also known as open architecture bonds, our range of 
international investment products offer the opportunity 
to accumulate and manage wealth with the flexibility of 
allowing tax efficient withdrawals. Investors can enjoy a 
wealth of investment options tailored to their investment 
objectives and attitude to risk.

Where we use ‘Account(s)’ within this document we mean 
the following range of international investment products:

Open to new business:
•  Premiere Account & Premiere Europe Account

•  Premiere Discounted Gift Trust Account & Premiere 
Europe Discounted Gift Trust Account

•  Wealth Preservation Account & Wealth Preservation 
Europe Account

•  Controlled Access Account

Closed to new business but open for top-ups:
•  International Portfolio Bond 

Closed to both new business and top ups:
•  Enhanced Estate Preservation Account 

•  Estate Preservation Account

•  Inheritance Planning Account




