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EXCEPTED GROUP LIFE POLICY 
SCHEME RULES NOTES
1. These notes do not form part of the rules.

2. These rules are for use with our draft trust declaration that’s set up to pay benefit from a relevant life policy or an excepted group life policy covering employees. The rules will apply from the day you adopt them, and will replace any rules in place before then.
3. By law relevant life policies and excepted group life policies need to meet a few conditions, including some on benefit payments. For example, one condition says they can only pay benefit for individuals and charities. Trust declarations and rules are legal documents that control who may receive benefit, and are the best way of meeting these conditions.

4. These draft rules can be adopted by a principal employer and the individual trustees appointed to run the scheme:
· as the first rules for a trust declaration, or
· to replace old rules.
5. We strongly recommend you talk to your legal adviser before completing this document to make sure it meets your needs. Additionally, these rules may not be suitable if your trust declaration doesn’t use our draft wording. We provide the rules in an editable format to help your legal adviser make changes.
We cannot accept any responsibility for loss, damage or other claim that may arise from the use of these rules, the way you complete them, or may edit them. 
6. We produced these rules in March 2015. Laws and tax rules on trusts may change and these rules may become outdated. We aren’t obliged to tell you of such changes.

7. These generic rules refer to the policy to describe who is eligible and the benefits provided. They therefore only need changing in limited circumstances.  You can change the rules by adding a separate attachment to the rules under the heading “Special Rules”

8. You’ll need to add the following details to the declaration of adoption:

· The date your trust declaration was signed and delivered.

· The first date your scheme became effective. This is shown in your trust declaration.

· The principal employer’s name.

You’ll need to make sure the declaration of adoption is signed and executed by the principal employer and trustees in line with normal practice. This will vary depending on how the principal employer is set up. For example

·  
Two directors, or a director and the company secretary, will typically sign on behalf of a limited company.

·  
Two Limited Liability Partnership Members may be able to sign on behalf of a Limited Liability Partnership.

·  
One partner may be able to sign on behalf of a partnership if they have power of attorney (which should be referenced), and their signature is witnessed.

Each of the trustees will also need to sign the declaration of adoption, with their signatures witnessed.
9. Once completed, you’ll need to keep the declaration of adoption and rules in a safe place. You may need them to help set up a trustee bank account, handle benefit payments, for eligible employees to view or for HM Revenue & Customs purposes.

10. The rules include powers for paying benefits. We suggest you ask your eligible employees to fill in an expression of wish form to tell the trustees who they’d like them to consider paying their benefit to. We provide a draft expression of wish form. 

Legal & General Assurance Society Limited. Registered in England and Wales No. 166055

Registered Office: One Coleman Street, London EC2R 5AA.
SCHEME RULES

Declaration of Adoption

Whereas by a declaration made on the                          day of                                                            the scheme was established with effect from the            day of                                                      by

                                                                   ("the principal employer").

It is hereby declared that the principal employer and trustees adopt the rules attached hereto (being the rules referred to in the said declaration) as the rules of the scheme.

For and on behalf of the principal employer

..............................................................  Dated ..........................................

For and on behalf of the trustees
..............................................................  Dated  .........................................

..............................................................  Dated ..........................................

..............................................................  Dated ..........................................

..............................................................  Dated ..........................................

..............................................................  Dated ..........................................

Rules of the Scheme

These rules apply from the effective date. Any benefit payable for a member who stopped being a member before that date is that which would have been payable under the terms of the scheme which were in force at the date he stopped being a member.

1.      Interpretation

(a)  
In these rules, unless the context states otherwise, the singular includes the plural and vice versa, the masculine includes the feminine, and the expressions defined shall have the meanings given to them.  Words that appear in bold are defined in the Glossary of terms at the back of this document.
(b)  
If the eligibility terms include directors, equity partners or LLP members then any reference in these rules to an employee or employment includes reference to a director, equity partner or LLP member and service as a director, equity partner or LLP member.

(c)  
The benefits provided by the scheme are insured and are subject to the requirements of the insurer as outlined in the policy.

2.       
Inclusion in the Scheme

(a)  
A person will be included in the scheme automatically when he fulfils the eligibility terms agreed between the trustees and the insurer.

(b) A person who doesn’t satisfy all the eligibility terms or who didn’t become a member when first eligible may, at the discretion of the principal employer and the agreement of the trustees, be included in the scheme provided they satisfy the conditions the insurer specifies for cover under the policy.  This may include evidence of active employment and evidence of health and insurability.  Inclusion as a member will be effective from a date agreed between the principal employer, the trustees and the insurer but not so that inclusion is backdated.

(c)  
A person who is included in the scheme shall provide such information (including proof of age and if appropriate, certification of a change of name) as the trustees may request.  Any misstatement of age may cause any payments under the scheme to be reduced. 

(d)  
Inclusion in the scheme or becoming eligible for a higher amount of benefit is subject to evidence of active employment and/or evidence of health and insurability as the insurer shall specify for cover under the policy.  The cover of a member, or the increase in cover of a member who doesn’t provide satisfactory evidence when requested will not start until he has been notified by the trustees, who will tell him if his cover is restricted.
3.        Payment of Life Assurance Benefit

(a) If the policy states that a lump sum will be payable on a member’s death, the lump sum will be payable in accordance with rule 3 (b) and rule 4.  The amount of lump sum will be the amount appropriate to the member under the policy. 

(b) Under the policy, the insurer may ask for evidence of a member’s insurability or to require certain conditions to be satisfied before insuring whole or a part of a member’s benefit.  Where this applies, the benefit for the member under the scheme will be limited to the amount (if any) for which he has been accepted by the insurer. 

(c) Payment of benefit is subject to any evidence required by the insurer of the age of the member.
(d) 
No benefits shall be payable under these rules that cannot be secured by a policy:
(i) that is a relevant life policy which insures one member, and/or
(ii) that is an excepted group life policy which insures two or more members.
4.       
Application of Life Assurance Benefit at Trustees’ Discretion

(a)     In respect of any benefit payable in accordance with this rule, the trustees shall have power within the period of two years after the member's death, but not later than one day before the expiry of the perpetuity period specified in the declaration, to pay or apply any benefit to or for the benefit of any one or more of:

(i) the member's dependants and relations living or en ventre sa mere at the date of the member's death, and/or
(ii) such individuals (other than personal representatives of the member) or charities as the member may have notified in writing to the trustees for this purpose,

in such shares and in such manner as the trustees shall decide.
In exercising this power, the trustees can pay the benefit in such shares and in such manner as they shall decide in their sole discretion after the member’s death. In doing so, they will have regard to but shall not be bound by any wishes notified to them by the member.
(b)    If the trustees haven’t exercised that power described in this rule within the time period described in rule 4 (a) for all or part of the benefit, the trustees will pay the whole or the balance (as the case may be) of the said benefit:
(i) to the member's spouse or civil partner (if any), but failing that

(ii) to or for the benefit of the member’s children (if any) living at the date of the member’s death in equal shares.

Failing that, it shall be held by the trustees upon trust for such charity or charities as the trustees shall in their absolute discretion decide.
For the purpose of this rule 4 (b) “children” shall include stepchildren and adopted children of the member.
(c)     Any benefit payable under the scheme which arises from a payment under the policy must be paid (whether directly or indirectly) to, or for, or conferred upon, or applied at the direction of:
(i) an individual or charity beneficially entitled to them; or

(ii) a trustee or other person acting in a fiduciary capacity who will secure that the sums or other benefits are paid to or for, or conferred on, or applied in favour of, an individual or charity beneficially.
No individual who is, or is connected with, a member may, as a result of a group membership right relating to that member, receive (directly or indirectly) any death benefit in respect of another member (meaning any sums or other benefits payable or arising under the policy on such member’s death or anything representing any such sums or benefits).
5.







      Deduction of Tax or Duty

The trustees can deduct from any amount payable by it under the scheme any tax or duty for which they are accountable in respect of such amount.

6.     
Temporary Absence From Work
A member may, at the discretion of the trustees with the agreement of the employer and in accordance with the terms of the policy remain a member while he is temporarily absent from work before the benefit termination date.
7.
       Parental Leave
A member who is absent from work on:
(a)    
maternity leave, 
(b)   
paternity leave,
(c)   
adoption leave, or
(d)  
any other similar statutory right 

and is entitled under any statutory or contractual terms to the benefit in the terms and conditions of his or her employment will remain a member during the period he or she is covered by those terms.

Benefit in respect of a member described in this rule 7 will be paid in accordance with rule 6.
8.
       Premiums
The premiums required by the insurer to secure the benefits of the scheme shall be paid to the insurer by the principal employer when they fall due.  Each other employer shall reimburse the principal employer for its own employees who are members.
9.      
Termination of Membership
A person will no longer be a member immediately:
(a)  
he is no longer in the employment of the employers, or
(b)  
he no longer meets the eligibility terms of the policy, or is no longer a member, or
(c)  
the period of temporary absence stated in the policy expires, or
(d)  
he reaches the benefit termination date, or
(e)  
the principal employer stops paying premiums for him, or
(f)  
he is no longer actively and continuously engaged in the service of any of the employers and becomes a member of the armed forces of any country other than the United Kingdom or any allied country or a whole-time member of any organisation engaged in national service work of any such country.

Rule 9 (a) will not apply where the policy allows for continued cover in early retirement or following redundancy.  However, he will stop being a member immediately on the day the insurance ends under the policy.

10.
    Benefits not Assignable
A member cannot assign any benefit under the scheme.  If any member claims or tries to assign or charge (either wholly or partially) any right to present or future benefit under the scheme then any right of that member to the benefit will stop.

11.
      Amendment or Discontinuance of the Scheme
(a)  
The principal employer may amend or discontinue the scheme at any time.
(b)  
The principal employer can end the participation of any other employer in the scheme at any time.
(c)  
The principal employer shall notify the trustees, the members and the other employers accordingly if any of the events described in this rule occur.

Glossary of terms
In accordance with Rule 1(a) the following expressions shall have the following meanings:-

“Benefit” means the lump sum benefit payable in respect of the death of a member.

“Benefit termination date” means for each member the date the insurance ends under the policy.

“Civil Partner” means the person with whom the member has registered a civil partnership under the Civil Partnership Act 2004 and such person survives the member and that civil partnership has not been dissolved or annulled at the date of the member's death.  

“Declaration” means the declaration of trust by which the scheme was set up, together with any amendments to it.

“Dependants” means an individual or individuals who, in the trustees opinion have been wholly or partly maintained or financially assisted by the member (including being dependent on the member to maintain a joint standard of living).

“Effective date” means the date shown in the declaration of adoption from which these rules become effective.
“Eligibility terms” means the terms for eligibility within the policy.

“Employers” means collectively the principal employer and any other employers that are participating in the scheme.  Inclusion in the scheme is subject to the principal employer's approval.  In relation to any particular person "employer" means that one of the employers of which he is for the time being an employee.

“En ventra sa mere” means an unborn child inside the mother’s womb. 
“Excepted group life policy” means a policy as defined in section 480 of the Income Tax (Trading and Other Income) Act 2005.

Group membership right” means in relation to a member, any right (including the right of any individual to be considered by trustees in the exercise of a discretion) that is referable to that individual being one of the members under the policy.

“Insurer” means Legal and General Assurance Society Limited or any other insurance company as that term is defined in Section 275 of the Finance Act 2004 as may for the time being secure benefits under the scheme by a policy or policies taken out by the trustees.

“Member” means any person who has been or is included in the scheme in accordance with these rules.  

“Policy” means the policy or policies for the time being in force in connection with the scheme and taken out by the trustees with the insurer to secure benefits in accordance with the rules.

“Principal employer” means the principal employer defined in the declaration or any other company, person or body of persons which, by the execution of a suitable deed, shall have succeeded to the duties and responsibilities of the principal employer in relation to the scheme.

“Relations” means:

(a)  
the member’s spouse, civil partner, parents, ancestors and descendants (however remote), and
(b)  
the member’s brothers, sisters, uncles, and aunts (whether of the whole or half-blood), and

(c)  
the 
descendants of anyone stated in (a) and (b) above.
For this definition a stepchild or an adopted child shall also be regarded a descendant.
“Relevant life policy” means a policy as defined in Part 4 of the Finance Act 2004.
“Rules” means the rules of the scheme together with any special rules attached (if any), and shall include any amendments to such rules for the time being in force.

“Scheme” means the scheme named in the declaration to which these rules are attached.

“Special rules” means any special rules attached that override or add to the rules.

“Spouse” means the person to whom the member is married at the date of the member's death. 
“Trustees” means the trustees for the being of the scheme. 
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