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Group Life Assurance
What is Group Life Assurance?
A Group Life Assurance is an arrangement set up by an
employer to provide benefits to an employee’s family
and dependants in the event of their death. The full
cost of the benefit is usually met by the employer and
the benefits are usually paid out tax free.

Who can be covered?
All employees, and in some cases equity partners, can
be covered under this type of arrangement so long as
they are aged under 75.

When setting up this type of arrangement, you will
need to define who you want to be covered. This could
be, for example, all employees aged between 16 and
65 or it could be limited to a certain section of the
workforce such as managers or those on a certain
employment grade.
It is important that any definitions used in this respect
clearly outline who is to be covered; there cannot be
any element of discretion as to who is and isn’t
covered. Also, the criteria must not be discriminatory.
From an age point of view, there are special provisions
in place which mean that an upper age limit can be
imposed so long as this is no sooner than age 65 or the
State Pension Age, if later.

Benefits for
employers

Benefits for
employees

Competitive pricing – usually a
low cost benefit to provide but
highly valued by employees.

Provides security that family
will be protected if they die.

Premiums usually allowable as a
business expense.
Can help to recruit and retain
staff.

Benefits usually paid tax free.
Many providers offer additional
services for the family such as
bereavement counselling.

What benefits can it provide?
Most commonly this type of arrangement will provide
a lump sum benefit in the event of an employee’s
death. This can be insured as either a flat rate lump
sum (e.g. £50,000 for all employees) but more
commonly this is insured as a multiple of salary (for
example, 4 x basic annual salary).
In addition to a lump sum, it is also possible to insure a
regular income which will be payable to a spouse,
partner or dependant of the deceased. This type of
benefit is less common with most companies insuring a
lump sum benefit only.

How do you set up a Group Life Assurance
Scheme?
This type of scheme benefits from certain tax
exemptions and as such must be established in a
certain way. This means that it must be set up under a
formal trust and trustees should be appointed.
Trustees can either be an entity (such as the employer)
or selected individuals. The scheme must also be
registered with HMRC.
The requirements on trustees of this type of
arrangement are fairly minimal – the main duty of the
trustee will be to make a decision regarding who to pay
the benefits to in the event of a claim. However, it is
possible to avoid these duties altogether by

participating in a master trust arrangement. These are
larger trusts, looked after by an independent trustee,
in which employers can participate. These are usually
provided by insurers free of charge.

How are the benefits paid?
In the event of a death, the benefits are usually paid to
the trustee of the arrangement. The trustee is then
responsible for distributing the benefit taking into
consideration the employee’s circumstances and any
expression of wishes the employee may have made
prior to their death. The trustee has complete
discretion over the payment of this benefit. This
discretionary element means that the benefit does not
form part of the deceased’s estate for Inheritance Tax
purposes. As such, benefits are usually paid tax free.
There are no restrictions as to whom the benefit can be
paid to.

How much will it cost?
Life Assurance is usually an inexpensive benefit to
provide for your employees, but one that is highly
valued by staff. Costs start from as little as 0.25% of
salary roll.

How can we help?
Some of the standard services we provide are
 Advice on benefit design to provide a scheme that meets the needs of your business, your employees and
your budget.
 Negotiation with providers to obtain the best possible costs and terms for your scheme.
 Bespoke, user-friendly communications that explain the benefit to your employees. Not only can this help
ensure the benefit is understood and valued but also that your businesses liabilities are clearly spelt out.
 Claims management and claims analysis.
 Advice on legislation and changes in the market place to help ensure your scheme keeps up to date.
Getting a quote for Life Assurance is simple. All we need is details of your employees to include date of birth,
gender, salary, job title and work location. Talk to us to find out more.
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