Group Life Insurance Schemes

Some employers provide life assurance to its employees. In most cases, such life
assurance forms part of the pension arrangements for the employee. The guidance for
pension schemes administrators covers these arrangements. This guidance is intended
for situations where employers provide standalone life insurance arrangements for their
employees. These arrangements are termed “Group life assurances schemes”. '

The guidance looks at the tax implications of these arrangements from the perspective
of the employer, the trustee/administrator, the employee, and the beneficiary.

Employer

Article 70D of the Income Tax (Jersey) Law 1961 sets out allowable deductions in the tax
computations of an employing trade.

A deduction is allowable for those contributions due and payable in the period:

a) provided the death benefits do not exceed 5 times the employees’ emoluments,
and

b) where the employer is a company, no employee (or office holder) who owns
more than 20% of the company is a beneficiary.

Emoluments refers to earnings in all forms, including benefits paid by the employer.
Gratuities, commissions, tips etc. that are commonly paid by third parties are not
considered emoluments.

In circumstances in which an employee who owns over 20% of the companyis a
beneficiary is a member of a scheme, provided the premiums for that employee can be
identified, and are removed from the deduction, the Comptroller will allow the
remainder as a deduction from the employer’s trading profits rather than insist a
separate scheme is created.

If the death benefits exceed 5 times employee’s emoluments, the Comptroller will not
allow a deduction, in whole or part.

Where the employees in the trade are actually employed by a connected/group party
and the employee costs are recharged, the recharges for the group life insurance
scheme will be allowed as a deduction of the trade for which the employees perform
their work.

Trustee / Scheme vehicle

Generally, these schemes are structured as a trust. If so, the Trustee is responsible for
the tax implications arising. If the scheme is structured as a corporate vehicle or similar

" This guidance does not cover arrangements where the beneficiaries include the employer, or parties not
associated with the employees.



legal person, this section of the guidance applies to this legal person and their
responsible officers.

We do not consider these arrangements are trades. As such, the receipt of premiums,
receipt of proceeds from insurers, and the payment of premiums to life insurance
providers are neither taxable income nor allowable deductions.

If, unusually, the trustees/directors retain either some, or all, of the premiums paid, or
did not immediately pay out insurance proceeds, and rather make investments, these
investments may well give rise to taxable income, for example interest.

Employee

Payments by an employer into a Group Life Insurance Arrangement are exempt as a
benefit-in-kind for the employee under Schedule 2 of the Income Tax Law.

If an employee pays a top up premium themselves, they are not entitled to any personal
tax deduction or credit.

Beneficiaries

There are no Jersey tax implications for sums received by the beneficiaries of a Group
Life Insurance Arrangement.



