
Segregated Portfolio Service –
the importance of a robust control framework



Purpose of this document
This document has been created to support the adviser 
due diligence process in ensuring that a robust controls 
and governance framework exists when selecting a 
provider of solutions that enable the selection of a wider 
range of assets through Canada Life International’s open 
architecture investment linked life assurance products. 
This will enable the adviser to make a recommendation 
with confidence, mitigating the risk of significant potential 
financial consequences borne by the policyholder that this 
type of investment solution carries. 

Background
Under current legislation, international investment linked 
life assurance products issued to UK residents are subject  
to HMRC rules on permissible assets. 

Under normal circumstances, stepping outside these 
rules would cause the product to be treated as a ‘highly 
personalised portfolio bond’ which would incur a 15% 
annual deemed chargeable gain-irrespective of how the 
investment performed. 

However, our Segregated Portfolio Service (“SPS”) has 
been designed to enable a Discretionary Fund Manager 
(“DFM”) to step outside the usual permissible assets for 
an international investment linked life assurance product, 
whilst remaining compliant with HMRC legislation. 

How is this possible?
By removing the ability for either the policyholder or 
financial adviser to influence the selection of assets, and 
through our investment into developing a robust and 
controlled framework, the SPS extends the permitted 
investment universe beyond the usual permissible assets 
for an international life assurance product whilst remaining 
compliant with HMRC legislation.

Our investment in developing and  
maintaining a framework
External legal and taxation advice has been sought 
at various points since we first launched SPS in 2014, 
including the addition of in-specie transfer in 2015 and 
more recently in 2020 with the roll out of SPS across all 
our open architecture products available through Canada 
Life International (‘CLI’) on the Isle of Man and Canada Life 
International Assurance (Ireland) Dac (‘CLIAI’)  in Ireland 
(‘we’ or ‘us’).

Applying this advice, and with the support of our own legal, 
risk, compliance, marketing and operational teams, we 
have designed, developed and implemented a significant 
number of controls and safeguards to ensure that the 
administration of SPS is well controlled with key risks 
mitigated. 

Specific activity is noted on page 3 which in summary has 
involved changes to contractual agreements, product 
literature, operational systems and processes as well as 
investing in additional resourcing to deliver the ongoing 
compliance and audit checks necessary to ensure all parties 
are operating according to the strict rules and criteria in 
place. Our significant investment and commitment to SPS 
provides peace of mind to DFMs, advisers and policyholders 
alike. 
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Section Title Safeguards Controls

DFM acts independently •   SPS is only available through a DFM that 
has an SPS agreement in place with us. 

•   They must demonstrably act 
independently of both the client and  
the adviser.

•   Bespoke contractual agreements in place.

•   Additional controls have been built into 
our initial and annual DFM due diligence 
process to ensure an auditable process is 
in place. 

Policyholder Influence •   Neither the client nor adviser may give any 
investment instructions to the DFM

•   Our marketing literature, forms  
and agreements include relevant health 
warnings. 

•   A declaration to this effect is required from 
all three parties.

Correspondence •   All correspondence from the client or 
Adviser must go through us.

•   We have adapted our operating model to 
manage correspondence. 

•   Our marketing literature, forms and 
agreements reference this requirement  

•   A declaration is required from all parties.

Investment containment  
and contagion

•   Policyholders cannot invest in any assets 
other than the SPS. 

•   We have the right to veto the purchase 
of any asset or to insist on its sale if 
purchased in error.

•   Our systems and processes support 
checks at application stage and regularly 
thereafter. 

In specie Transfer •    Assets transferred in specie must originate 
from a discretionary portfolio and have 
been selected by the investment manager 
of the portfolio.

•   The assets must have been held for more 
than 6 months and no asset can exceed 
33% of the portfolio. Otherwise the assets 
must be sold and transferred as cash.

•   A declaration to this effect is required from 
all three parties. 

•   Additional controls in place within our 
operating model to support SPS in specie 
transfers.

What are the Safeguards and Controls?

This is based on our current understanding and interpretation of current legislation in the UK, Isle of Man and Ireland, and 
HMRC practice, which may change. The value of an investment in the Account can fall as well as rise and your clients may 
receive back less than they invest. While every effort has been made to ensure the accuracy of the information contained in 
this document, neither we nor our representatives can accept any liability for the consequences of any action taken, or not 
taken, on the strength of this information.
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This is not a consumer advertisement. 
It is intended for professional advisers 
and should not be relied upon by private 
investors or any other persons.

Getting in touch
To find out more, talk to your usual 
representative.

Call us 
+44 (0) 1624 820200 
We may record and monitor calls.  
Call charges will vary.

Online
www.canadalife.co.uk


