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HMRC Trustee Residence Guidance

Guernsey has long been a popular jurisdiction
for trusts particularly for settlors with a UK
connection.

Since April 2007 UK HMRC has applied
common tests for residency for income tax
and capital gains tax for trustees based in
Guernsey. Clarification by HMRC has been
requested by practitioners so as to ensure
that Guernsey trustees do not inadvertently
find themselves considered to be UK
resident.

Following recent guidelines published by
HMRC trustees with UK connections should
ask themselves the following questions:

Is the trustee carrying on business in the UK?

If the trustee is carrying on business in the
UK is it carrying on that business through a
branch, agent or permanent establishment
in the UK?

If so, is the trustee carrying on the activity of
being a trustee of that particular trust in the
course of its business through the branch,
agency or permanent establishment?
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Guidance has also been provided as to the
meaning of these questions and examples
given as to an array of complicated
situations in which trustees can be
considered UK resident with all of the
negative tax connotations that this entails.

This is a complicated area and it is well worth
ensuring that you get it right as the penalties
for not doing so could be severe.

Collas Day can assist trustees to ensure that
their procedures are such that they do not fall
foul of the new guidance and that there is no
danger of them being considered UK resident

for tax purposes. Simon Savident
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