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This guide is for individuals, married couples or civil partners looking to establish an Utmost 
Discounted Gift Trust using an existing Utmost International Isle of Man Limited Evolution 
bond or a Selection bond issued by Utmost Pan Europe dac. If you are looking to make a new 
investment into an Utmost Discounted Gift Trust, refer to our Estate Planning Bond Product 
Guide or Generation Planning Bond Product Guide and speak to your financial adviser.

Utmost Wealth Solutions is the brand name used by a number of Utmost companies. This 
item has been issued by Utmost International Isle of Man Limited and Utmost PanEurope dac. 
Utmost offers a range of solutions that may be appropriate for your financial planning needs 
and you should discuss your requirements with your financial adviser before investing.

This guide should be read with the supporting literature for your existing bond. We have also 
referenced other documents within this guide that can give you further information on aspects 
such as trusts and underwriting. These can be requested from your financial adviser or are 
available online by logging in to our website www.utmostinternational.com
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Utmost Wealth Solutions is the brand 
name used by a number of Utmost 
companies. 

This item has been issued by Utmost 
International Isle of Man Limited and 
Utmost PanEurope dac.

https://www.utmostwealthdocs.com/mb/EXCK8n
https://www.utmostwealthdocs.com/mb/EXCK8n
https://www.utmostwealthdocs.com/mb/CZRMes
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B E F O R E  Y O U  B E G I N

T O  H E L P  Y O U R  U N D E R S TA N D I N G

This guide provides information on our Discounted Gift Trusts, which are designed to place an 
existing Utmost International Isle of Man Limited Evolution bond or Selection bond from Utmost 
PanEurope into trust.

Throughout this guide we refer to ‘you’, ‘we’, ‘us’, ‘our’ and ‘trustees’:

 › ‘You’ refers to you personally as the person creating the trust

 › ‘We’, ‘us’, ‘our’ and ‘Utmost’ mean Utmost International Isle of Man Limited or Utmost PanEurope dac 
as the provider of a product or trust

 › ‘Trustees’ refers to the individuals (or a company) whom you appoint as the trustees of your trust. 
This will include you if you also appoint yourself as a trustee.

Throughout this guide words in the singular shall include the plural and vice versa. ‘Your lifetime’ means 
the lifetime of you and your surviving spouse/registered civil partner if you are making a joint application.

I M P O R TA N T  N O T E S

The Discounted Gift Trust is not generally suitable for people who have no other form of savings or 
income, as it cannot be surrendered during your lifetime.

Once you have transferred your bond into the Discounted Gift Trust this cannot be reversed.

Ownership of the bond will be transferred to your appointed trustees of the Discounted Gift Trust.

The 2024 Autumn Budget moved the scope of IHT from a domicile-based system to a residence-
based system from 6 April 2025, although prior to this date the domicile-based system still applies. 
From 6 April 2025 a person will be liable to UK IHT if they are ‘long-term resident’ at the time of their 
death, meaning that they have been UK tax resident for at least 10 of the last 20 tax years. For the 
purposes of determining a person’s long-term residence, a person’s UK residence each year is tested 
using the UK’s statutory residence test - with split-tax years also counting towards the 10 year test. 

The information in this guide assumes you are long term resident in the UK. You should speak to your 
Financial Adviser if you are unsure of your current residence or domicile status.

To settle your Evolution or Selection bond into the Discounted Gift Trust you must be under 90 years 
of age and your bond must:

 › have been established on a capital redemption basis

 › be worth over £50,000 at the time of settlement

 › have been in force for over 12 months

 › be denominated in Pounds sterling (GBP).

Taking into account market fluctuations and charges, the trustees may not get back as much as you 
invested. Please also note that inflation will reduce the value of what can be bought in the future with 
the proceeds of the bond.

The information in this guide is based on our interpretation of current law and taxation practice in 
the UK, Isle of Man and Ireland as at January 2025, which could change in the future and depends on 
individual circumstances.

T R U S T  R E G I S T R AT I O N

It is important to note that most UK express trusts, including the Discounted Gift Trust, will need to be 
registered under the UK trust registration service and may need to be registered in an EU Member State. It 
is your responsibility (or the responsibility of your trustees) to ensure that this trust is registered accordingly.

This information is based on our understanding of current legislation and HM Revenue & Customs 
practice. It does not constitute legal or taxation advice. Speak to your financial adviser for further 
information on trust registration requirements.
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I N T R O D U C T I O N

I H T  P L A N N I N G

IHT may reduce the amount you can 
leave to your loved ones upon your 
death. In the UK you will currently 
be liable to IHT if your estate is 
valued over the current allowance of 
£325,0001; tax is currently payable at 
40%2 on the amount that is over this 
threshold. After you pass away any 
unused IHT allowance can be passed 
on to your husband, wife or registered 
civil partner.

Just owning a home and having 
sufficient capital to provide a 
reasonable income during retirement 
may leave your estate with a sizeable 
IHT liability.

M A K I N G  A  G I F T  D U R I N G 
Y O U R  L I F E T I M E

An effective way of reducing your 
potential IHT liability is giving your 
wealth away during your lifetime, 
either by making a gift to somebody, 
or placing into a trust from which you 
cannot benefit.

However, one of the drawbacks of 
this type of gift is, for it to be effective 
under UK IHT rules, you must ordinarily 
have no access to it in the future. This is 
a complex IHT rule known as ‘gift with 
reservation of benefit’.

Furthermore, this method does not 
cause an immediate reduction in the 
value of your estate. If you do not 
survive for seven years from the time 
you make a gift, the gifted amount 
will be included in your estate for 
the purposes of calculating any IHT 
liability3.

H O W  A  D I S C O U N T E D  G I F T 
T R U S T  C A N  H E L P

The Discounted Gift Trust enables 
you to choose a level of ‘income’ 
(regular withdrawals of capital) to take 
from your bond for the rest of your 
life (or until the value of your bond is 
exhausted). The remaining value of 
the trust is then distributed to your 
beneficiaries after your death.

This arrangement still involves making a 
gift and therefore the whole investment 
will be outside of your estate after 
seven years. But, in addition, your right 
to fixed regular withdrawals from the 
Discounted Gift Trust:

 › provides you with a degree of access 
to your ‘gifted’ capital

 › causes an immediate reduction 
(known as the ‘discount’) in the value 
of your estate for IHT purposes

 › does not cause a gift with reservation 
of benefit, because you only have 
rights to regular withdrawals and 
cannot benefit from the trust itself.

One of the dilemmas you may face when carrying out UK 
Inheritance Tax (IHT) planning is deciding how to gift money to 
your beneficiaries, but still keep enough ‘income’ to maintain a 
comfortable lifestyle.

1 The nil-rate band is currently frozen at £325,000 until at least the end of tax year 2029/30. The 2015 budget introduced 
a residence nil-rate band that is currently set at £175,000 and frozen until 2029/30. This provided an additional nil-rate 
band to be used against certain qualifying residential property. If you think this could apply to you, then you should 
speak to your financial adviser for more information.

2 A reduced rate of 36% applies if a person gives away at least 10% of their net estate to charity (i.e. after deductions such 
as the available nil-rate band reliefs and exemptions).

3 In some cases this IHT charge applied to a gift can be reduced by taper relief. For further information, speak to your 
financial adviser.
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H O W  T H E  D I S C O U N T E D 
G I F T  T R U S T  W O R K S

At the point you gift your bond into the Discounted Gift Trust, the value of your 
bond is split into two notional parts. These parts are treated differently for IHT 
purposes:

T H E  D I S C O U N T T H E  G I F T

W H AT  I T  I S The discount, also referred to as the 
Grantee’s Fund, is an estimate of the total 
amount that will be paid to you in regular 
withdrawals from the trust throughout 
your lifetime. The amount you actually 
receive could be more or less than this 
estimation

The gift, also known as the Residuary 
Fund, is your gift into trust. This is the value 
of the transfer into trust minus the estimate 
of the total amount that will be paid to you 
in regular withdrawals (the discount)

H O W  I T  I S 
E S T I M AT E D

The estimated discount is based on a 
number of factors including:

 › the chosen amount and frequency of 
your withdrawals

 › your life expectancy (your age and state 
of health)

 › any withdrawals taken from your bond 
prior to setting up the trust

The gift is the value of your bond when it is 
transferred into the Discounted Gift Trust, 
minus the estimated discount

H O W  I T  I S 
T R E AT E D  F O R  
I H T  P U R P O S E S

The discount value is immediately
removed from your estate for IHT
purposes when the Discounted Gift Trust 
is set up

The gift is outside your estate after seven 
years. If you die within seven years of 
making the gift, it will be added to other 
gifts in the seven years prior to death to 
assess the nil-rate band available for the 
rest of your estate

C E R T I F I C AT E  O F  V A L U AT I O N 

When the Discounted Gift Trust is set up we issue a Certificate of Valuation. This certificate provides the value of the 
Residuary Fund (the gift) or, in the case of joint applications, each applicant’s Residuary Fund. Whilst Utmost follows 
current HM Revenue & Customs (HMRC) practice on the valuation of discounts, HMRC reserve the right to examine any 
individual value. This may lead to a difference in the IHT assessment of your trust.

A F T E R  T H E  T R U S T  H A S  B E E N  S E T  U P

Once the trust has been set up your pre-determined withdrawals are paid for the rest of your life, or until the value of the 
bond is exhausted. Following your death the regular withdrawals will stop and your trustees can:

 › keep the bond in force and start new regular withdrawals and/or take one-off withdrawals for the beneficiaries

 › make additional investments into the bond

 › assign individual policy segments to beneficiaries, for them to surrender

 › surrender the bond, either wholly or partially, and distribute the proceeds in accordance with the terms of the trust.
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S E T T I N G  U P  Y O U R  
D I S C O U N T E D  G I F T  T R U S T

Our Discounted Gift Trust is available as either an absolute or a discretionary trust:

A B S O L U T E  T R U S T 

With the absolute trust, you will name who is to benefit from the trust after your 
death and in what proportion. This cannot be changed by you or your trustees at 
a later time.

D I S C R E T I O N A R Y  T R U S T 

Under the discretionary trust you set out the beneficiaries who may be able 
to benefit from the trust at your trustees’ discretion. These are referred to as 
the potential beneficiaries. Your trustees will then have discretion over who 
eventually benefits from the trust after your death.

You can provide your trustees with a letter of wishes to guide them, but a letter 
of wishes is not legally binding and your trustees are not obligated to follow your 
instructions.

Both trusts are treated differently for tax purposes. Please see the Inheritance 
Tax and income tax sections of this guide and speak to your financial adviser for 
further information.

For an explanation of trusts and the role of trustees, refer to our Guide to Trusts 
document.

Your chosen trustees will be responsible for administering the trust and, if you 
use a discretionary trust, they will also have the power to determine who is to 
benefit from the classes of potential beneficiaries after your death. In all cases, 
appointment of your trustees is a very important decision, as you are giving 
them responsibility for part of your financial affairs. We recommend that you 
discuss this decision with your financial or legal adviser.

In situations where a trust is administered by a single individual trustee and that 
individual dies unexpectedly, it can be very difficult to appoint a new trustee. 
Therefore it is strongly recommended that you appoint at least two trustees, 
unless you are appointing a corporate trustee.

A P P O I N T I N G  U T M O S T  I N T E R N AT I O N A L  T R U S T E E 
S O L U T I O N S  L I M I T E D  A S  Y O U R  T R U S T E E 

Utmost International Trustee Solutions Limited is a corporate trustee, offering 
professional trustee services and can be appointed to act on your Discounted 
Gift Trust. For more information refer to Utmost International Trustee Solutions 
Limited - A Guide to our Services.

If you are appointing Utmost International Trustee Solutions Limited, you will 
need to leave the appropriate, marked sections of the trust deed blank for the 
trust company to sign. You will also need to complete appropriate appointment 
forms for Utmost International Trustee Solutions Limited and pay the trustee’s 
appointment fee.

The company details for Utmost International Trustee Solutions Limited can be 
found in the footer at the end of this document.

https://www.utmostwealthdocs.com/mb/B47gVO
https://www.utmostwealthdocs.com/mb/B47gVO
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As explained earlier in this guide, the level of withdrawals you choose will affect 
the immediate discount to your estate and the value of your gift when setting up 
the trust. Your chosen level of withdrawals will also impact the amount that is left 
for your beneficiaries after your death.

Each time you receive a withdrawal from the trust, the amount is transferred 
back into your ownership. If these withdrawals are left to accumulate as savings 
they will form part of your estate for IHT purposes. Therefore if you simply save 
your withdrawals you could counteract some of the IHT mitigation achieved by 
the trust.

Your withdrawals are expressed as a percentage of the total premium(s) paid 
into your bond, not as a percentage of the bond value on the date you set 
up your Discounted Gift Trust. The reason for this is that your 5% annual tax-
deferred entitlement (explained on page 10) is based on the total premiums 
paid into your bond, not the value of your bond at the time of transfer.

When choosing your level of withdrawals, you are able to set them to increase 
annually at a specified rate. For example, if the total premium paid into your 
bond was £100,000 and you decide to take withdrawals of 4% increasing by 5% 
per year, you would receive £4,000 in year one, £4,200 in year two, £4,410 in year 
three and so on.

The table below shows the level of withdrawals and the rates of increase available:

An important part of setting up the Discounted Gift Trust is the underwriting 
process, as it allows us to more accurately estimate your life expectancy and 
therefore the value of the discount. We always underwrite Discounted Gift 
Trust cases at the outset in order to meet HMRC requirements for this type of 
arrangement.

The health-related questionnaire in your application form is reviewed by our 
underwriters along with a General Practitioner’s Report (GPR), which we request 
from your doctor. Our underwriters then assess this information and reflect any 
relevant health factors by ‘adding’ years to your age to provide an ‘adjusted age’. 
In some cases our underwriters may require a medical examination or additional 
information from your doctor before reaching a decision.

If your ‘adjusted age’ after underwriting is between 90 to 94, we may be able 
to offer you the option to proceed on a ‘nil discount’ basis. Otherwise, if we are 
unable to offer a discount, we must decline to offer you terms. If this happens 
you will be unable to set up a Discounted Gift Trust and your existing bond will 
continue unaffected. For further information on our underwriting process speak 
to your financial adviser.

R A T E  O F  W I T H D R A W A L  A S  A 
%  O F  T O T A L  P R E M I U M S

R A T E  O F  I N C R E A S E

up to and including 5% per year not exceeding 7.5% per year

5.1% up to and including 7.5% per year not exceeding 5% per year

7.6% up to and including 10% per year no increase permitted

Choosing an appropriate level at which to set your withdrawals is a very 
important decision and you should discuss this with your financial adviser. Please 
see page 10 for details of how the withdrawals will be taxed.
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T H E  D I S C O U N T 

As explained on page 5, when the 
trust is established it is split into two 
notional parts. The Grantee’s Fund (or 
discount) represents the estimated 
present value of the withdrawals that 
will be paid to you from the trust. This 
value is immediately removed from 
your estate.

T H E  G I F T

The remaining amount after deducting 
the discount value is known as the 
Residuary Fund. This is your gift into 
trust for IHT purposes. If you survive 
for seven years after making the gift, it 
will no longer be accountable in your 
estate for IHT purposes.

In the unfortunate event that you 
do not survive for seven years, then, 

depending on when death occurs, the 
size of the gift, and what other gifts 
you have made, the IHT payable on the 
gift may be reduced by:

 › taper relief

 › any transferable nil-rate band  
allowance available from your 
spouse or civil partner (if they have 
predeceased you).

The gift value is not affected by 
future withdrawals or investment 
performance. This means that any 
growth on the trust is outside of your 
estate. However, it also means that a 
combination of your withdrawals and 
poor investment performance could 
lead to a situation where the actual 
value of the trust is lower than the 
value of your gift.

If the Discounted Gift Trust is set up on 
a joint basis and one of you dies within 
the first seven years, IHT will become 
payable on that individual’s share of 
the joint gift (if it is not covered by 
any available nil-rate band). As the 
bond cannot be surrendered until the 
second death, it is important to ensure 
that there are some other assets 
available to pay any IHT in this event.

I N H E R I TA N C E  TA X



D I S C O U N T E D  G I F T  T R U S T 
A B S O L U T E  T R U S T 

Under the absolute trust, the gift 
is a Potentially Exempt Transfer.  
Provided you survive for at least seven 
years after setting up the trust, this 
Potentially Exempt Transfer is totally 
free of IHT.

Beneficiaries of the absolute trust 
cannot be changed and may be 
subject to the laws of intestacy. This 
means if the beneficiaries pass away 
and have not made a will, their share 
of the trust fund could go back into 
your estate. This will affect your IHT 
planning and you should discuss this 
with your financial adviser before 
appointing any absolute beneficiaries.

D I S C O U N T E D  G I F T  T R U S T 
D I S C R E T I O N A R Y  T R U S T

Under the discretionary trust, the gift 
is a Chargeable Lifetime Transfer. 
Provided you survive for at least seven 
years from the start of the bond, this 
Chargeable Lifetime Transfer will 
no longer be accountable in your 
personal estate for IHT.

The discretionary trust is subject to the 
following tax charges:

Entry Charge
An immediate entry tax charge at the 
lifetime rate of 20% is payable on the 
amount of the Chargeable Lifetime 
Transfer if, when added to any other 
Chargeable Lifetime Transfers you 
have made in the previous seven years, 
it exceeds the nil-rate band (£325,000 
for the 2023/2024 tax year). Generally, 
Chargeable Lifetime Transfers will 
include any transfers you have made to 
discretionary trusts.

Please note that capital cannot be 
withdrawn from the bond after setting 
up the trust if you want your trustees 
to pay the entry tax charge. Therefore, 
rather than the lifetime rate of 20%, 
you will be personally liable for the 
IHT at a grossed up rate of 25%. If your 
bond is written on a joint life basis, you 
will each have your own Chargeable 
Lifetime Transfer and nil-rate band.

Periodic Charge
A periodic charge of 6% is payable 
every 10 years from the date you set 
up the trust, but only if at that time 
the value of the trust fund is over the 
nil-rate band applicable at this date. 
Please note that as capital cannot be 
withdrawn from the bond during your 
lifetime to pay the periodic tax charge, 
you will be liable for any applicable 
IHT.

Exit Charge
An exit charge may be payable when 
capital is withdrawn from the trust to 
pay to beneficiaries following your 
death. This is based on a proportion 
of the periodic tax charge paid at the 
previous 10 yearly anniversary date 
and is applied to the amount of capital 
withdrawn from the trust.

The charges outlined above are 
payable by your trustees from the 
trust if the Settlor is UK resident for tax 
purposes.

Although the product is not designed 
for people who are considering 
permanently leaving the UK in future, 
please note that should you ever 
leave the UK in future, and are no 
longer considered UK ‘long term 
resident’, then from 6 April 2025 an 
exit charge may apply in respect of 
your trust. However, if you are no 
longer considered long term resident 
periodic charges and future exit 
charges as detailed on this page will 
no longer apply in respect of any trust 
distributions.

The calculation of the tax 
charges outlined on this page 
is a complex matter and you 
should speak to your financial 
adviser for further information.

Your personal representatives 
cannot insist that the trustees 
meet any IHT payable on your 
estate from the proceeds of the 
bond.
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TA X  O N  T H E  W I T H D R A W A L S 

Once you have set up the trust, 
the level of withdrawals cannot be 
changed during your lifetime.

For each investment made, UK tax 
residents are currently entitled to 
withdraw 5% of the original investment 
amount each policy year for 20 years 
(i.e. up to 100% of their original 
investment amount) and defer any 
income tax payable. If the full 5% tax-
deferred entitlement is not taken in 
any policy year, the unused amount is 
carried forward for use in future years.

If, at the end of any policy year, 
withdrawals from the bond exceed 
the cumulative 5% tax-deferred 
entitlement, the excess will be a 
chargeable gain and may be liable to 
income tax.

TA X  O N  S U R R E N D E R S

Our bonds are comprised of a 
number of identical policies (or 
segments). When one or more of 
these segments are surrendered, or 
the bond is surrendered in full, an 
income tax liability may arise on any 
gain (or growth). This is referred to as a 
chargeable gain.

Once you have set up the trust, 
the bond (or any individual policy 
segments) cannot be surrendered 
during your lifetime.

T O P - S L I C I N G  R E L I E F

Top-slicing relief is used to reduce 
any potential higher or additional 
rate tax liability. This type of relief 
may be available to individuals in 
respect of chargeable gains arising 
from withdrawals and/or surrenders. 
However, top-slicing relief is not 
available if the trustees are liable to 
the tax on any chargeable gains. For 
further details, speak to your financial 
adviser.

I N C O M E  TA X
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Once you have set up the trust, the bond (or any individual policy segments) cannot be surrendered during your lifetime.

The area of taxation discussed on pages 10-11 is complex and subject to change and therefore the exact position 
can only be determined by reference to the situation at the time the chargeable gain arises. We would strongly 
recommend that the trustees discuss this with a financial adviser.

For further details on how the bond is treated for tax purposes see the Tax Information for Customers Guide and 
speak to your financial adviser.

Who will be liable to the tax on any chargeable gains arising 
from surrender?

D I S C R E T I O N A R Y  T R U S T

W H E N  T H E  B O N D  I S 
S U R R E N D E R E D

W H O  I S  L I A B L E  T O  P AY 
T H E  TA X ?

AT  W H AT  TA X  R AT E ?

During the UK tax year of your death Your personal representatives Your highest marginal rate of 
income tax

In any later UK tax year, by your  
UK resident trustees

The trustees The trust rate of tax, 45% (for the 
2023/2024 tax year) 

In any later UK tax year, by Utmost 
International Trustee Solutions 
Limited (where appointed)

Any UK resident beneficiary in
receipt of benefits from the bond

Each beneficiary will be taxed 
at their highest marginal rate of 
income tax, top-slicing relief will not 
apply

After the bond has been assigned 
to your UK resident beneficiaries by 
the trustees

The UK resident beneficiaries based 
on their share of the trust fund

Each beneficiary will be taxed 
at their highest marginal rate of 
income tax, although top slicing 
relief may apply

A B S O L U T E  T R U S T

W H E N  T H E  B O N D  I S 
S U R R E N D E R E D

W H O  I S  L I A B L E  T O  P AY 
T H E  TA X ?

AT  W H AT  TA X  R AT E ?

At any point after your death whilst 
still in trust, or if it has subsequently 
been assigned to your UK resident 
beneficiaries

The UK resident beneficiaries based 
on their share of the trust fund

Each beneficiary will be taxed 
at their highest marginal rate of 
income tax, although top slicing 
relief may apply



PAY I N G  F O R  P R O F E S S I O N A L 
A D V I C E

W H O  C A N  P AY  F O R  T H E 
P R O F E S S I O N A L  A D V I C E ? 

Before you set up the trust you are 
able to pay for financial advice from 
your bond if you wish. However, once 
the trust is established, ownership of 
the bond is transferred to your chosen 
trustees. Your trustees will then be 
responsible for arranging any one-off 
or ongoing adviser charges that are to 
be paid from the bond.

If, once the trust is established, you 
personally pay the adviser directly 
for advice relating to the trust, the 
payment would be a transfer of value. 
If the amount you pay for that advice 
exceeds any annual IHT exemption 
available to you, the payment 
could be treated as an additional 
gift (Potentially Exempt Transfer or 
Chargeable Lifetime Transfer) on your 
death.

It is therefore likely that any advice 
charge in relation to the trust will have 
to be paid from the bond itself, so it 
is important that you and your chosen 
trustees understand the effects this 
will have.

Once the trust is established, your 
trustees cannot pay for any advice 
provided to you personally, as this 
would create a ‘gift with reservation 
of benefit’ and undermine any IHT 
benefits of the Discounted Gift Trust.

There are two types of charges that 
can be paid from your bond to cover 
advice given:

Investment Adviser Charges
 › Investment adviser charges can 
be paid from the bond for advice 
relating only to the bond’s linked 
investments.

 › The applicable Nomination of 
Investment Adviser form and the 
Adviser Charges Pack will need to 
be completed by your trustees if 
they would like to set up payment of 
investment adviser charges

 › An External Manager and/or 
Custodian (if appointed) can facilitate 
a charge for investment advice which 
is taken directly from the External 
Account held with them. However, 
this charge will need to be set up 
via a signed agreement directly with 
the External Manager, with a copy 
available to us upon request

 › These charges will not affect the 
5% annual tax-deferred entitlement 
(described on page 10).

Adviser Charges
 › Adviser charges can be paid from  
the bond

 › Our Adviser Charges Pack will need 
to be completed by your trustees if 
they would like to set up payment of 
adviser charges

 › These charges are treated as a 
withdrawal of capital from the bond 
and will affect the 5% annual tax-
deferred entitlement.

Investment adviser charges and 
adviser charges can only be 
taken on a one-off or ongoing 
basis (they cannot be taken at 
the initial point of assignment 
into the Discounted Gift Trust).

If a combination of your chosen 
level of regular withdrawals 
and the adviser charges exceed 
the 5% annual tax-deferred 
entitlement, the excess will be 
a chargeable gain and may be 
liable to income tax.

Setting your regular 
withdrawals at a lower rate in 
order to accommodate adviser 
charges within the tax-deferred 
entitlement will result in a 
lower discount value. Lower 
withdrawals will also increase 
the value of the fund which 
could potentially be subject to 
10 yearly charges and/or exit 
charges as explained on page 9.

Also note that, if, for example, 
you set your withdrawals at 4% 
(of the premium value) per year 
and adviser charges at 1% (of 
the bond value) per year, the 
tax-deferred entitlement may 
be exceeded if the bond value 
increases.

For further information, refer 
to the Tax Information for 
Customers Guide and speak to 
your financial adviser.
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D I S C O U N T E D  G I F T  T R U S T  R I S K 
W A R N I N G S

Before settling your bond into a Discounted Gift Trust you 
should read this section carefully as it explains some of the risks 
we consider to be the most important:

 › Once your bond is put into the 
Discounted Gift Trust, you cannot 
unwind the trust if you change your 
mind

 › The Discounted Gift Trust is not 
a new product and therefore 
cancellation rules do not apply

 › The funds available through the bond 
are linked to stock markets and other 
investments. Their value will fall and 
rise in line with these markets and 
is not guaranteed. This means that 
your trustees may get back less than 
originally invested

 › The tax treatment of the bond 
cannot be guaranteed as tax law and 
practice may change in future or 
differ from our interpretation. There 
is therefore a risk that the value of the 
tax benefits provided by this bond 
may change, which may result in a 
higher amount of UK IHT being paid 
by your estate than you expected. 
The tax treatment of the bond 
also depends on your individual 
circumstances

 › HMRC reserve the right to examine 
and challenge any IHT benefits from 
the bond. This may result in a higher 
amount of IHT being paid by your 
estate than you expected

 › Inflation will reduce the value of what 
can be bought in the future with the 
proceeds of the bond

 › The Discounted Gift Trust requires 
that you take an ‘income’ in the form 
of capital withdrawals. Withdrawals, 
including any adviser charges 
(agreed by the trustees with your 
adviser and paid through the bond) 
may reduce the value of the bond 
below its value at conversion. This 
may be especially true at times when 
investment growth is low or when the 
level of withdrawals is higher than 
growth of your chosen funds after 
charges. In addition the potential for 
growth may be reduced

 › If the bond invests in a fund 
denominated in a different currency 
from the bond, a currency conversion 
charge will apply. All costs and 
exchange risks associated with 
currency conversion will be charged 
to the bond. You should bear in mind 
that currency fluctuations may affect 
the value of the bond

 › If you previously applied Drip-
feeding or Portfolio Rebalancing to 
your bond, this will stop

 › If the trustees agree to pay any 
ongoing or one-off adviser charges 
through the bond, any tax liability 
created may fall on the Settlor/Donor 
or the beneficiaries. The tax position 
will depend on the type of trust 
created and the circumstances of the 
trust at the time

 › The bond’s charges may increase in 
the future beyond those shown in 
the Personal Illustration you received 
when you took out your bond. If there 
are additional changes at conversion, 
for example the investment option is 
changed to Open Architecture, your 
charges will increase.



A U T H O R I S E D  A N D 
R E G U L AT E D

Evolution: 

Utmost International Isle of Man 
Limited are authorised by the Isle of 
Man Financial Services Authority.

Utmost International Isle of Man 
Limited are not subject to the same 
regulatory system as the United 
Kingdom. In particular, they have 
different solvency, complaint and 
consumer protection rules.

Solvency is a measure of financial 
strength. Utmost International Isle of Man 
Limited’s solvency is regularly reviewed 
by the Isle of Man Financial Services 
Authority, who set minimum solvency 
margins to protect policyholders.

C O M P E N S AT I O N

Utmost International Isle of Man 
Limited are covered by the Isle of 
Man Life Assurance (Compensation 
of Policyholders) Regulations 1991. If 
they cannot meet their obligations, the 
policyholder will be entitled to claim 
up to 90% of Utmost International Isle 
of Man Limited’s liabilities to them as 
compensation from this Scheme.

If there is a call on the Scheme, by 
any Isle of Man based life insurance 
company participating in the Scheme, 
Utmost International Isle of Man Limited 
may be required to pay a levy of up to 
2% of their policyholder funds to the 
Scheme. Where such a levy is made, 
the value of your bond is likely to be 
reduced by an equivalent percentage.

Selection:

Utmost PanEurope is authorised by the 
Central Bank of Ireland (as their home 
state regulator). As well as holding 
enough assets to meet their liabilities 
to their investors, Utmost PanEurope 
also hold an additional amount of 
capital to satisfy the requirements 

F I N A N C I A L  A D V I S E R S

Your financial adviser will provide 
you with information regarding their 
identity, the capacity in which they 
are acting and their address for future 
communications.

If you have any questions regarding 
the Discounted Gift Trust, contact your 
financial adviser.

C O N V E R S I O N  G U I D E 
I N F O R M AT I O N

This document was produced in 
November 2023. If you are not sure if 
you have the most up to date version, 
please ask your financial adviser.

T E R M S  A N D  C O N D I T I O N S

The information in this guide gives a 
summary of the Discounted Gift Trust 
and the risks involved. It does not 
include all the definitions, exclusions, 
and terms and conditions. These 
are shown in the existing Policy 
Conditions, Policy Schedule and the 
Endorsement that will be issued when 
you settle your bond into Trust.

If you would like a copy please ask 
your financial adviser or contact us.

of the Central Bank of Ireland. This 
additional capital is called a solvency 
margin. Utmost PanEurope report 
their solvency position to the Central 
Bank of Ireland on a regular basis.

As the assets to which the value 
of the bond is linked are held 
in our name, the policyholder 
does not have any automatic 
rights to compensation should 
the underlying fund manager 
or deposit taker fail. In these 
circumstances our liability to 
the policyholder will be limited 
to such amounts, if any, that 
we can recover from any third 
party.

L A W  A N D  L A N G U A G E

The Discounted Gift Trust consists of a 
series of policies and a Trust.

 › With Evolution, the policies are 
governed by Manx law. The Isle of 
Man Courts shall have exclusive 
jurisdiction to resolve any dispute 
that arises in connection with any 
such policy. Any waiver of such 
exclusive jurisdiction shall be at our 
discretion and exercised reasonably

 › With Selection , the policies are 
governed by the laws of England 
and Wales and accordingly the High 
Courts of England and Wales shall 
have exclusive jurisdiction to decide 
any disputes that may arise

 › the Trust for both conversion 
schemes is governed by the Law of 
England and Wales

Your contract documents will be in 
English and any communications we 
send to you will be in English.
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W H AT  T O  D O  N E X T

You should speak to your financial adviser and review your 
investment needs and attitude to risk.

H O W  T O  A P P LY ?

To put your existing Utmost Evolution 
or Selection bond into our Discounted 
Gift Trust you will need to complete 
the relevant Discounted Gift Trust 
Application and choose either the 
Discounted Gift Trust Absolute 
Trust or the Discounted Gift Trust 
Discretionary Trust. These documents 
can be obtained from your financial 
adviser.

Under anti-money laundering 
regulations in the Isle of Man and 
Ireland we are required to verify the 
identity of all trustees, and obtain 
details of their name, address and 
date of birth and those of all named 
beneficiaries. The above mentioned 
documents have been designed 
to assist with the collection of this 
information and are available from 
your financial adviser.

W H AT  W E  W I L L  D O

Once we receive your completed 
application form, we will then:

 › Conduct the underwriting

 › Provide your adviser with your 
estimated discount and gift values 
and any age adjustment which has 
been applied, to be passed on to 
you. Please note that the final gift 
value will be issued on the date your 
bond is transferred into trust and will 
be based on the value of your bond 
on that date. The value of the bond 
may fluctuate between the start of 
the assignment process and the point 
of conversion (transferred into trust)

 › Process the conversion and enter the 
relevant date on your trust deed once 
we have received all outstanding 
documentation

 › Issue a policy endorsement and 
completed trust deed to your adviser 
to forward to your trustees. This 
should be kept with the original 
policy schedule for the bond. These 
documents are important and should 
be kept safe as they are proof of 
ownership.

E N D O R S I N G  Y O U R  P O L I C Y 
C O N D I T I O N S

In order for your Discounted Gift Trust 
to be effective and robust, the original 
policy conditions for your bond must 
be amended to ensure the following:

 › Neither you, nor your trustees, will 
be permitted to surrender the bond, 
or any individual policy segments, 
during your lifetime

 › The bond cannot be assigned out of 
the trust during your lifetime

 › The fixed withdrawals you select will 
be payable until your death or until 
the bond no longer has sufficient 
value to support the next withdrawal 
payment

 › The level of withdrawals taken cannot 
be changed during your lifetime

 › Ad-hoc withdrawals will not be 
permitted during your lifetime other 
than to accommodate agreed adviser 
charges from within the bond if 
required

 › There is no minimum value that must 
be kept in the bond during your 
lifetime. After your death, for the 
bond to remain in force it must have 
the minimum value as set by Utmost 
at that time

 › The address for correspondence 
of the trust will be updated to the 
address specified on page two of the 
relevant Discounted Gift Trust trust 
deed.



C O N TA C T  U S

If you have any questions about this guide your adviser can help or you can 
contact us.

+44 (0)1624 643 345

customersupport@utmostwealth.com

Utmost International Isle of Man Limited  
King Edward Bay House  
King Edward Road  
Onchan  
Isle of Man 
IM99 1NU 
British Isles

www.utmostinternational.com

+44 (0) 203 038 3941

customersupport@utmostwealth.com

Utmost PanEurope dac 
Navan Business Park 
Athlumney, Navan 
Co. Meath 
C15 CCW8 
Ireland

www.utmostinternational.com

Please note that emails are not secure 
as they can be intercepted, so think 
carefully before sharing personal or 
confidential information in this way. 

Telephone calls may be recorded.

We do not give investment, legal 
or tax advice. We only deal through 
regulated financial advisers and 
recommend that you seek your own 
professional advice to make informed 
investment choices at all times.

www.utmostinternational.com

Utmost International Isle of Man Limited is registered in the Isle of Man under number 024916C. Registered Office: King Edward Bay House, King Edward Road, Onchan, Isle of Man, 
IM99 1NU, British Isles. Licensed by the Isle of Man Financial Services Authority.

Utmost Wealth Solutions is registered in the Isle of Man as a business name of Utmost International Isle of Man Limited.
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Utmost PanEurope dac is a Category A Insurance Permit holder with the Jersey Financial Services Commission.

Utmost Wealth Solutions is registered in Ireland as a business name of Utmost PanEurope dac.

Utmost International Trustee Solutions Limited is registered in the Isle of Man under number 137986C.

Registered Office: King Edward Bay House, King Edward Road, Onchan, Isle of Man, IM99 1NU, British Isles. Licensed by the Isle of Man Financial Services Authority.

Utmost Wealth Solutions and Utmost International Trustee Solutions are registered in the Isle of Man as business names of Utmost International Trustee Solutions Limited.
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