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14. Trusts and deeds of variation 

14.1 Introduction 

Despite having been threatened with removal several times, the 

deed of variation is still alive and kicking and remains a very useful 

IHT planning tool. In the first 2015 Budget, the then Coalition 

Government announced that they would be undertaking a review of 

deeds of variation to determine whether they were being used as a 

tax avoidance device. The subsequent conservative Government 

then announced that no changes will be made as a result of the 

review. 

Under the terms of IHTA 1984, s. 142 it is possible for an individual 

beneficiary to redirect an inheritance received from a deceased 

person’s estate – be it an entitlement under a will, via an intestacy 

or by survivorship. The impact of such a variation is that there is a 

deemed transfer for IHT purposes from the original now-deceased 

owner to the recipient beneficiary under the deed of variation. The 

beneficiary (or beneficiaries) making the deed of variation is (are) 

not treated as making a transfer for IHT purposes.  

Example: Julie and David  

So, for example, let’s assume Julie died leaving all of her estate to 

her adult son David. David could, within two years of Julie’s death, 

enter a deed of variation which redirected all or part of the bequest 

to his adult daughter (Julie’s granddaughter) Kerry. In these 

circumstances, for IHT purposes the asset will be treated as passing 

from Julie to Kerry and will not touch David’s estate at all.  

Because the transfer is treated as made by Julie, had David made the 

redirection into a trust under which he was a beneficiary, then the 

gift with reservation rules would not apply – David has not made a 

gift for IHT purposes. Moreover, due to a specific exemption in the 

legislation the pre-owned asset tax (POAT) charge would also not 

apply.  

A deed of variation is therefore an effective way of transferring an 

inheritance out of the estate of the person inheriting with no IHT 

consequences for that person. What’s more, by using an appropriate 



14.2 Legal formalities of a deed of variation 

335  

trust the person doing the redirecting can continue to have control 

and, perhaps more importantly, access to the redirected property by 

being a potential beneficiary under the trust.  

Deeds of variation into trusts can be used in a variety of planning 

ways. Before 9 October 2007 by far the most popular was as a 

means of retrospectively using the nil rate band of the first spouse 

to die yet with the surviving spouse still having access to the 

redirected assets (see 14.3 below). Such planning may still have its 

place, albeit in more limited circumstances. A deed of variation into 

a trust can also, however, be used in a number of other planning 

scenarios, as we will consider later. 

Where any deed of variation might directly or indirectly affect the 

destination of an interest in a family residence, thought will have to 

be given to the impact of this on the additional main residence nil 

rate band which became effective from 2017-18. This will be worth 

£175,000 in 2020-21 (£350,000 to a survivor on the second death). 

Law: IHTA 1984, s. 142 

14.2 Legal formalities of a deed of variation 

14.2.1 General  

To be effective a deed of variation needs to satisfy a number of 

conditions: 

• It does not need to be a deed but it needs to be in writing. 

• The beneficiary executing the deed must be sui juris (adult 

and of sound mind) and absolutely entitled – either alone 

or with others – to the asset being redirected; 

• If a person has an income entitlement under a trust created 

by the deceased that he wishes to transfer, it may be 

preferable to transfer that interest by way of a disclaimer. 

• The main difference between a variation and a disclaimer 

is that, in the case of a variation, the beneficiary redirects 

the dispositions as he chooses, i.e. names the new 

beneficiary or decides on the trust provisions. In the case 

of a disclaimer, the original beneficiary normally has no 

choice as to the new beneficiary and the disclaimer simply 

means that the particular legacy which is disclaimed would 
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fall into the residue of the estate and be subject to the will 

provisions in respect of the residue. Additionally, whereas 

a variation can be made in respect of part of a gift, a 

disclaimer can only be made in respect of the whole 

interest and then only if the beneficiary has not in any way 

benefited from the gift; 

• The deed of variation (DoV) has to be finalised and signed 

by all relevant parties (see below) within two years of the 

death of the deceased. It used to be the case that HMRC had 

to be informed within six months of the creation of the 

DoV. That requirement has now been replaced by the need 

to include a statement in the instrument that the DoV is 

intended to be effective for tax purposes; 

• There is only a need to send the variation to HMRC if there 

is a change in the IHT payable on the estate or the variation 

affects the IHT or valuation requirements of another estate. 

• The statement referred to above could make reference to 

inheritance tax (IHT) or capital gains tax (CGT), or both. 

HMRC have helpfully included the following suggested 

wording on their website: 

“The parties to this variation intend that the 

provisions of section 142(1) Inheritance Tax Act 

1984 and section 62(6) Taxation of Chargeable Gains 

Act 1992 shall apply”. 

• Including this, or a similar, statement, in the DoV will mean 

that, for the purposes of IHT (and/or CGT), a fiction will be 

created to the effect that the will of the deceased (or, 

where applicable, the rules of intestacy) was changed to 

reflect the provisions of the DoV. In other words, the DoV is 

rather like a codicil that is written by the affected 

beneficiaries after the death of the deceased, but takes 

effect as if it had already been included in the will of the 

deceased; 

• Where the CGT statement is included, the variation will not 

constitute a disposal by the outgoing beneficiary for CGT 

purposes. Instead, the new beneficiary will be deemed to 

acquire the asset at the value at the date of death. For all 

other CGT purposes, however, the person making the 
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variation is treated as the donor (or settlor if the property 

is redirected to a trust); 

• There is no equivalent statement for the purposes of 

income tax. This is because a DoV can have no impact on 

income tax liabilities. One consequence of this is that, if the 

DoV creates a settlement, the settlor(s) for the purposes of 

income tax will be regarded as the beneficiary or 

beneficiaries who have created the DoV (see Marshall v 
Kerr); 

• The DoV must be signed by all of the beneficiaries who 

have a reduced or lost entitlement as a result of the DoV. In 

addition, in the unusual circumstances of the DoV resulting 

in an increased IHT liability, the personal representatives 

of the estate also have to sign; 

• No consideration must be given in return for receiving a 

benefit under a deed of variation (IHTA 1984, s. 142(3)). 

Otherwise any IHT benefits will be neutralised. 

• A variation may be made to a charity – perhaps with a view 

to ensuring that 10% of the net estate is left to charity and 

thereby secure an IHT rate of 36% on the rest of the estate. 

To secure this benefit, for all deaths after 6 April 2012, the 

variation will only be treated as being made by the 

deceased under s. 142(1) if it is shown that the charity has 

been notified of the variation. This provision has 

presumably been included to ensure that charities actually 

know of their entitlement under the revised provisions of 

the will – a deed of variation not being a public document.  

Provided the above conditions are satisfied, the provisions of the 

DoV will be treated for IHT purposes as having been made by the 

deceased. In practice, the way a deed of variation is drafted is to set 

out new clauses that replace the relevant clauses of a will.  

Law: IHTA 1984, s. 142(1), (3); TCGA 1992, s. 62(6) 

Case: Marshall v Kerr [1994] BTC 258 

14.2.2 Joint tenancy interests and variations  

Property that a deceased person owns on a joint tenancy passes 

automatically to the survivor(s) – outside of the terms of the 
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deceased’s will. This raises the question of whether it is possible to 

vary the destination of such property using a deed of variation.  

HMRC have confirmed that it is possible to effect a deed of variation 

in respect of an asset which was jointly owned (i.e. on a joint 

tenancy basis, not on a tenancy in common basis) by the deceased 

with another person and therefore passed automatically to the 

survivor (Inland Revenue Tax Bulletin, October 1995). This is 

because the legislation (IHTA 1984, s. 142) refers to assets passing 

by “will, intestacy or otherwise”. This is so notwithstanding the fact 

that it is not possible to sever a joint tenancy in a will (although it is 

possible by a simple declaration to sever such a tenancy during 

lifetime).  

In the past, this provision has been useful where no advantage has 

been taken of the nil rate band and part of the estate was comprised 

of assets jointly held with a surviving spouse/civil partner. The 

surviving spouse/civil partner could vary his inheritance by 

redirecting one half of such previously jointly owned assets, say, to 

the children. This is no longer as important following the 

introduction of the transferable nil rate band on death from 9 

October 2007 (see 14.4 below).  

Law: IHTA 1984, s. 142 

14.2.3 Double death variations  

Although it is not possible to make more than one variation in 

respect of the same assets, it is possible to effect a deed of variation 

in respect of the wills of both a deceased husband and deceased wife 

(or civil partner), provided it is done within two years of the first 

death (i.e. the surviving spouse having also died within that period). 

This is sometimes referred to as a “double death variation”. The 

executors of both spouses would normally be party to the deed as 

well as the beneficiaries although, strictly speaking, the executors of 

the first spouse are only required to join in if there is more 

inheritance tax to pay.  

Historically, this type of variation would have been appropriate 

where the first spouse to die did not utilise his or her full nil rate 

band on death yet left assets to the surviving spouse, with assets 

then passing to children on the second death. The variation could 

then have given a legacy to the children on the first death to use the 
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first to die’s nil rate band, with the balance passing to the survivor. 

The children would then inherit the balance of the estate on the 

survivor’s death. As described above, the transferable nil rate band 

has now, to a degree, overcome this problem although there will still 

be cases where there is a desire to establish a trust of the first to 

die’s estate (see 14.4 below).  

14.3 Tax implications of a deed of variation into a trust 

Before looking at the planning opportunities, it is necessary to 

consider the tax implications of an individual executing a deed of 

variation into a trust.  

These are as follows:  

• For IHT purposes, provided the redirection is properly 

executed within two years of the deceased’s death, the 

transfer/gift will be treated as made by the deceased.  

• If the redirection is made into a trust, the person who died 

will be treated as the settlor for IHT purposes. This means 

that the person doing the redirection can be a potential 

beneficiary under the trust without any adverse IHT 

implications or POAT problems.  

• There is no CGT on a person’s death – instead the asset is 

revalued at its then market value. The redirection of the 

asset by the beneficiary under the will (the “redirecting 

beneficiary”) would therefore give rise to a disposal for 

CGT purposes based on the capital gain since the date of 

death. This would probably be taxed on the redirecting 

beneficiary as legatee. His £11,700 annual CGT exemption 

may be available to cover any capital gains. If this was a 

problem – perhaps because the CGT exemption had been 

used elsewhere – the redirecting beneficiary could make 

an election, under TCGA 1992, s. 62(6), for the redirection 

to be treated as having a value equal to the assets at death, 

i.e. the new base value. Thus, no capital gain would arise on 

redirection and the new owner under the variation would 

inherit all the capital gain since death.  
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• It may be advantageous not to elect for CGT rebasing in the 

following situations: 

o the asset has made a loss which the varying 

beneficiary can use to offset against future gains; 

o the CGT annual exemption of the varying 

beneficiary is available and capital gains since 

death fall within it; 

o the varying beneficiary is non-UK resident and 

not subject to CGT; or 

o the property being varied has been the principal 

private residence (PPR) of the varying beneficiary 

since the date of death and the property has risen 

in value. In this situation, the gain since death 

would accrue to the varying beneficiary but 

would qualify for PPR relief and the new 

beneficiary would acquire at a higher base cost. 

• For income tax purposes, the person making the 

redirection would be treated as a settlor of any trusts 

created. This means:  

o the £100 income tax rule could apply if a 

beneficiary of the new trust is a minor child 

(unmarried and not in a civil partnership) of the 

settlor and receives or is entitled to income from 

the trust of more than £100 gross in a year.  

o if the settlor (or settlor’s spouse) is a beneficiary 

under the trust, all income would be taxed as the 

settlor’s. However, in the case of a discretionary 

trust, the trustee would need to pay income tax at 

the trust rate at outset. This, of course, could be 

advantageous where the settlor only pays tax at, 

say, the basic rate and the trustee’s maximum 

income tax is 45% because income tax could be 

recovered from HMRC (but has to be passed on to 

the trustee). 

• Even though the person creating the variation is treated as 

the settlor, any later capital gains that are crystallised by 

the trustees will (if it is not a bare trust) be, in general, 

taxed at 20% after due allowance for the appropriate 



 

669 

Table of legislation 
Bills of Sale Act 1878 

  ...........................................................................................................................................15.6 

Care Act 2014 
  ....................................................................................................................................... 21.1.2 

69 .................................................................................................................................. 21.5.3 

70 .................................................................................................................................. 21.5.3 

Care and Support (Charging and Assessment of Resources) 
Regulations 2014 

  .......................................................................................... 21.1.2, 21.1.3, 21.5.1, 21.5.2 

Care and Support (Deferred Payments) Regulations 2014 
  ....................................................................................................................................... 21.3.2 

Cayman Island Trust Law 2007 
14  ................................................................................................................................. 20.3.5 

Charities and Trustee Investment (Scotland) Act 2005 
 ……………………………………………………………………………………….…………… 4.2 

Civil Partnership Act 2004 
……………………………………………………………………………………….…………… 33 

Companies Act 2016 
Pt. 21A ......................................................................................................................... 28.2.2 

Sch. 1A ......................................................................................................................... 28.2.2 

Criminal Finance Act 2017 
  ....................................................................................................................................... 31.6.5 

Finance Act 1986 
 …………………………………………………………………………………………………..9.5.2 

102 ................................................................................................................ 5.11.1, 15.4.1 

102(1)(b)  .................................................................................................................. 15.2.2 

102(3)  ........................................................................................................................ 17.7.1 

102A  ............................................................................................................ 15.2.3, 15.4.1 

102B ............................................................................................................................ 15.2.3 

102B(3)  ..................................................................................................................... 15.4.1 

102(4)  ........................................................................................................................ 17.7.1 

102ZA  ............................................................................................................................... 5.7 

103 .................................................. 12.8.1, 12.10.8, 12.14.8, 13.3.4, 15.2.8, 16.3 

Sch. 20  ........................................................................................................................ 5.11.1 

Sch. 20, para. 5(4)  ....................................................................................................9.3.2 

Sch. 20, para. 7  .................................................................................. 9.2.2, 9.5.2, 10.2 



 

670 

Finance Act 1991 
  .......................................................................................................................................18.3.2 

Finance Act 1998 
  ............................................................................................................................... 18.1, 18.3 

Finance Act 2003 
 ………………………………………………………………………………………….………..17.3 

Finance Act 2004 
  .......................................................................................................................................... 31.1 

150  ...............................................................................................................................31.5.2 

165  ...............................................................................................................................31.2.3 

168(1)  ........................................................................................................................12.7.2 

206  ...............................................................................................................................12.1.4 

206(1)  ......................................................................................................... 12.3.3, 12.6.1 

206(1C)(9)  ............................................................................................................ 12.20.1 

206(8)  ........................................................................................................................12.9.9 

Sch. 15  ........................................................................................................................5.11.2 

Sch. 15, para. 1  .......................................................................................................... 9.2.2 

Sch. 15, para. 4(1)  .................................................................................................15.2.3 

Sch. 15, para. 8  ..................................................... 9.2.2, 9.4.5, 10.2, 11.3.4, 15.4.1 

Sch. 15, para. 9  ........................................................................................................15.4.1 

Sch. 15, para. 10(2)  .................................................................................................. 15.6 

Sch. 15, para. 11(1)  ................................................................................................. 9.4.5 

Sch. 15, para. 11(5)  ................................................................................ 15.2.3, 17.7.1 

Sch. 15, para. 12(3)  ...............................................................................................17.7.1 

Sch. 28, para. 27A  ..................................................................................................12.5.2 

Sch. 29, para. 15(1A) .......................................................................................... 12.20.2 

Finance Act 2005 
 ........................................................................................................................................... 23.2 

Sch. 1A  ........................................................................... 22.4.4, 23.3.2, 23.3.5, 23.4.3 

Finance Act 2006 
  .................................................................. .....3.1.1, 3.1.4, 5.2.3, 8.10.2, 13.1, 13.2.1, 

  ........................................................................... 15.2.7, 15.2.8, 22.4.4, 23.4.5, 23.5.2 

Sch. 20  ........................................................................................................................23.5.1 

Sch. 20, para. 7  .......................................................................................................... 9.2.2 

Finance Act 2008 
  ................................................................................................................................ 13.1,18.3 

Finance Act 2013 
  ............................................................ 9.3.2, 12.10.8, 14.5.3, 17.7.1, 17.9.1, 17.10, 

  .................................................... 22.4.4, 23.1, 23.3.2, 23.3.3, 23.3.5, 23.4.3, 23.8 

Sch. 44  ......................................................................................................... 23.3.5, 23.5.1 



 

671  

Finance Act 2014 
  .................................................................. 5.3.1, 23.1, 23.3.2, 23.3.5, 23.4.3, 23.5.2 

Finance Act 2016 
  ............................................................................................................... 7.1, 12.5.2, 12.7.2 

87  ............................................................................................................................... 9.6, 9.9 

Finance Act 2017 
  .............................................................................................. 12.5.2, Ch. 17, 31.2.3, 31.5 

Finance Act 2018 
  ....................................................................................................................................... 18.3.2 

Finance (No. 2) Act 2015 
  .................................................................................  5.9.4, 5.9.5, 5.10.7, 8.7.5, 12.1.4, 

  ....................................................................................... 12.6.2, 12.9.11, 13.3.1, 13.4.2 

22  ................................................................................................................................. 12.9.9 

Finance (No. 2) Act 2017 
  ........................................................................................................................ 17.7.1, 18.3.1 

Sch. 3, para. 10  ....................................................................................................... 31.5.2 

Sch. 10   ...........................................................................................................................17.3 

Income Tax Act 2007 
474-476  .........................................................................................................................18.2 

482 ..................................................................................................................................6.3.2 

486 ..................................................................................................................................5.3.1 

498 ..................................................................................................................................5.3.1 

491(1)  ...........................................................................................................................6.3.2 

720 ..............................................................................................................................  31.6.4 

721 ................................................................................................................ 18.3.1, 31.6.4 

732 ................................................................................................................... 6.3.2, 18.3.1 

737 ............................................................................................................................... 18.3.1 

809 ...................................................................................................................................17.6 

809B ............................................................................................................................ 18.3.1 

809L(7)  ..................................................................................................................... 17.9.1 

811 ............................................................................................................................... 18.3.1 

812 ............................................................................................................................... 18.3.1 

Income Tax (Earnings and Pensions) Act 2003 
303 ............................................................................................................................... 24.3.2 

393B ..................................................................................................... 24.1, 24.2, 24.3.1 

573 ............................................................................................................................... 31.5.5 

574 ............................................................................................................................... 31.5.5 

574A  ........................................................................................................................... 31.5.5 

579A  ........................................................................................................................... 12.1.4 

636A  ............................................................................................................ 12.1.4, 31.5.2 



 

672 

Income Tax (Trading and Other Income) Act 2005 
  .............................................................................................................................. 5.11.2, 6.1 

438  ................................................................................................................................. 6.3.1 

465(3)  .......................................................................................................................... 6.3.1 

467  ................................................................................................................................. 6.3.2 

469  ................................................................................................................................. 6.2.2 

471  ................................................................................................................................. 6.2.2 

480-483  .....................................................................................................................24.3.1 

624  ................................................................... 5.11.2, 12.3.1, 12.3.3, 18.3.1, 31.6.4 

627(2)  ......................................................................................................... 12.3.1, 12.3.3 

646(8)  ........................................................................................................................32.5.3 

Sch. 2, para. 112(1)  ................................................................................................. 6.3.5 

Inheritance and Trustees’ Powers Act 2014 
1  .......................................................................................................................................... 3.2 

9(3)  ................................................................................................................................ 4.2.2 

Inheritance Tax Act 1984 
  ............................................................................................................................................. 9.7 

3(1)  ................................................................................................................................. 12.4 

3(2)  ..............................................................................................................................17.3.2 

3(3)  .................................................................. 12.1.3, 12.1.4, 12.4.4, 12.7.2, 12.7.3 

5  ..................................................................................................................................  15.2.8 

5(2)  ............................................................................................................................  12.7.3 

8D  ...................................................................................................................................  13.1 

10 .................................................................................................... 12.4.2, 12.4.4, 24.3.2 

11 ................................................................................................................... 13.3.4, 23.4.4 

12 ................................................................................................................... 12.4.2, 24.3.2 

12(2)  ............................................................................................................ 12.3.1, 12.7.2 

12(2ZA)  ........................................................................ 12.1.3, 12.4.4, 12.7.2, 12.7.3 

12(2A)  ......................................................................................................... 12.7.2, 12.7.3 

12A  ..............................................................................................................................12.4.4 

43(5)  ...........................................................................................................................15.2.8 

44 .................................................................................................................................... 5.9.1 

46A  ................................................................................................................................ 5.2.3 

48(3)  ............................................................................................................... 17.3, 17.7.1 

48(3A)  ........................................................................................................................... 17.3 

50(6)  ...........................................................................................................................15.2.8 

58 ................................................................................................................... 12.7.1, 12.7.2 

58(1)  ................................................................ 12.3.1, 12.3.3, 12.7.2, 12.13.2, 31.3 

58(2A)  .......................................................................................... 12.3.1, 12.3.2, 12.7.2 

62 ..................................................................................................................................13.4.2 

62(1)  .............................................................................................................. 5.9.6, 10.4.2 

62A  ...................................................................... 5.9.4, 5.9.6, 5.10.1, 5.10.2, 5.10.6, 

  ................................ 9.3.3, 9.7, 11.3.5, 12.9.11, 12.9.12, 12.15, 13.4.2, 25.11.6 



 

673  

62A(3)(2)  ................................................................................................................. 5.10.6 

65(1)  ........................................................................................................................... 15.2.8 

65(7)  ..........................................................................................................................  17.7.1 

66(2)  ..........................................................................................................................  5.10.2 

67  ....................................................................................................................................5.9.4 

67(3)  ........................................................................................................................... 13.4.2 

69(2)  ........................................................................................................................ 12.13.3 

69(3)  ........................................................................................................................ 12.13.3 

71A-71G  .................................................................................................................... 23.4.7 

71A  ............................................................................................................... 23.4.6, 26.4.3 

81  .................................................................. 5.9.4, 12.9.4, 12.13.2, 12.14.5, 13.4.2 

81A  .................................................................................................................................9.2.2 

89  .................................................................................................................  23.5.2, 26.4.3 

89(1)  .............................................................................. 22.4.4, 23.4.2, 23.5.1, 23.5.2 

89(2)  ............................................................................................. 23.4.2, 23.4.3, 23.5.2 

89(4)  ................................................................................................ 5.2.3, 22.4.4, 23.4.3 

89A  ..................................................................................................  5.2.3, 23.4.3, 26.4.3 

89B  .....................................................  5.2.3, 23.4.3, 23.4.4, 23.5.1, 23.5.2, 26.4.1 

103(7)  ........................................................................................................................ 17.9.1 

109 ..................................................................................................................................... 9.6 

142 ..................................................................................................... 13.3.7, 14.1, 14.2.2 

142(1)  ........................................................................................................................ 14.2.1 

142(3)  ......................................................................................................... 14.2.1, 14.5.2 

144 ........................................................................................ 5.9.4, 13.3.6, 13.3.8, 16.3 

151 ..................................................................................................... 12.3.1, 12.3.3, 31.3 

152 ...................................................................................................................................31.3 

162A  ........................................................................................................................... 17.9.1 

162B ................................................................................................................................16.3 

166 ..................................................................................................................................9.3.3 

172 ............................................................................................................................... 12.9.7 

175A  ........................................................................... 9.3.2, 12.8.1, 12.10.8, 12.14.8 

218 ...................................................................................................................................26.1 

263 ..................................................................................................................... 9.5.4, 9.5.5 

268 ..................................................................................................................................9.5.5 

Sch. A1 ........................................................................................................................ 32.5.5 

Inheritance Tax (Double Charge Relief) Regulations 1987 
  ....................................................................................................................................... 21.6.3 

Insolvency Act 1986 
  ........................................................................................................................ 20.4.3, 21.5.3 

339-423  ..................................................................................................................... 20.4.1 

Law of Property Act 1925 
149(3)  ........................................................................................................................ 15.2.2 



 

674 

Matrimonial Causes Act 1973 
  .......................................................................................................................................20.4.2 

Mental Capacity Act 2005 
  .......................................................................................................................................... 22.7 

12 ..................................................................................................................................29.3.1 

Mental Health Act 1983 
  .......................................................................................................................................23.3.2 

37 ..................................................................................................................................22.4.4 

National Insurance Contributions Act 
  .......................................................................................................................................... 25.8 

Perpetuities and Accumulations Act 1964 
 ……………………………………………………………………………..……………………4.3.1 

Perpetuities and Accumulations Act 2009 
  ................................................................................................................ 4.3.1, 12.17.1, 33 

6(3)  ........................................................................................................................... 12.17.2 

19  12.17.2 

Small Business, Enterprise and Employment Act 
  .......................................................................................................................................28.2.2 

Social Security Contributions and Benefits Act 1992 
64 .................................................................................................................................. 23.4.4  

71 .................................................................................................................................. 23.4.4  

Statutory instruments 
SI 2006/206  ............................................................................................................31.5.2 

SI 2006/207  ............................................................................................................31.5.2 

SI 2010/51  ........................................................................................ 31.1, 31.2, 31.6.1 

SI 2017/692  ................................................................................................................... 32  

SI 2017/692, reg. 6  ................................................................................... 32.2, 32.5.7  

SI 2017/692, reg. 42  ............................................................................................ 32.5.5  

SI 2017/692, reg. 44  ............................................................................................... 32.2  

SI 2017/692, reg. 45  ................................................................................ 32.3, 32.5.7  

SI 2017/692, reg. 48  ............................................................................................ 32.5.7  

SI 2017/1172  ................................................................................................................ 9.7  

Taxation of Chargeable Gains Act 1992 
18(3) ………………………………………………………………………………………… 5.2.3 

62(6) ……………………………………………………………………. 14.2.1, 14.3, 14.5.1 

69 ..................................................................................................................................... 18.2 

72 ................................................................................................................... 23.3.5, 23.5.2 

73 ................................................................................................................... 23.3.5, 23.5.2 

80 ..................................................................................................................................18.3.2 



 

675  

86  ...................................................................................................................... 18.3, 31.6.4 

87  ....................................................................................................... 17.9.1, 18.3, 31.6.4 

165 ………………………………………………………………………………………..…... 16.2 

225 ................................................................................................................ 15.2.8, 21.6.3 

226A  ................................................................................................................ 15.3, 15.4.1 

260 .................................................. 5.4.2, 8.2.3, 8.11, 15.3, 15.4.1, 18.3.2, 19.5.1 

Sch. 1  ............................................................................................................ 23.3.5, 23.5.2 

Taxation of Pensions Act 2014 
  ............................................. 12.1.2, 12.1.4, 12.3.2, 12.5.2, 12.6.1, 12.7.2, 2.20.2 

Sch. 2, Pt. 1  ............................................................................................................... 12.5.2 

Trustee Act 1925 
  ..........................................................................................................................................4.1.2 

25  .....................................................................................................................................29.2 

36 ………………………………………………………………………………..…..…4.2.6, 29.2 

41 ………………………………………………………………………………..…..…4.2.6, 29.2 

61  ....................................................................................................................................7.3.4 

31 ……………………………………………………………………………………..… 4.2, 4.2.1 

32 ……………………………………………………………………………..4.2, 4.2.2, 23.5.1 

Trustee Act 2000 
  ............................................................................................ 4.1.2, 7.2, 7.3.1, 7.3.2, 7.3.4 

1  .......................................................................................................................... 4.1.2, 7.3.2 

3  .......................................................................................................................................7.3.1 

4  .......................................................................................................................................7.3.3 

5  .......................................................................................................................................7.3.4 

Trustee Act (Northern Ireland) 2001 
  ............................................................................................................................................. 4.2 

Trustee Delegation Act 1999 
1(1) ..................................................................................................................................29.2 

Trustee Investments Act 1961 
  ..........................................................................................................................................7.3.1 

Trusts of Land and Appointment of Trustees Act 1996 
12  ................................................................................................................................. 15.2.8 

13  ................................................................................................................................. 15.2.8 

14  .................................................................................................................. 15.2.7, 21.3.3 

15  ................................................................................................................................. 21.3.3 

20  .....................................................................................................................................29.2 

 



 

677 

Index of cases 
 

Abdel Rahman v Chase Bank and Trust Company (CI)  

    Limited (1991)  ......................................................................................................... 20.3.2 

Argyll & Bute Council v Josephine Gordon (2017) SAC (Civ) 6  ............... 21.5.1 

B v B (2010) WTLR 1689  ......................................................................................... 20.4.2 

Bagum v Hafiz [2015] EWCA Civ 801  ................................................................. 21.3.3 

BD v FD (No. 2) (2016) EWHC 594 Fam  ............................................................ 20.4.2 

Billingham v Cooper (2001) STC 1177  .............................................................. 18.3.2 

Botnar v CIR (CA) (1999) 72 TC 105  .................................................................. 18.3.1 

Brodie’s Trustees v IRC (1933) 17 TC 432  ..........................................................5.4.1 

Browne v Browne (1989) 1 FLR 291  .................................................................. 20.4.2 

Buzzoni v HMRC (2013) EWCA Civ 1684  ........................... 5.11.2, 15.2.2, 15.2.3 

Charman v Charman (2007) EWCA Civ 503  .................................................... 20.4.2 

CIR v Eversden (exors of Greenstock dec’d) [2002] BTC 8035 ............... 15.2.8 

CIR v Postlethwaite  ........................................................................................................7.5.1 

Commissioner of Stamp Duties of New South Wales v Way 

    (1952) AC95 [1952] 1 All ER 198 (PC)  .......................................................... 16.2.2 

CW (Court of Protection case 12946813)  ......................................................... 29.3.2 

Daniel and Another v Tee and Others [2016] EWHC 1538 (Ch)  ...............7.3.4 

Dawson-Damer v Taylor Wessing LLP [2017] EWCA Civ 74  ......................4.3.3 

DH (Court of Protection case 12911905)  ......................................................... 29.3.2 

Edwards v Bairstow (1956) AC 14  ...................................................................... 12.4.4 

Esdaile v IRC (1936) 20 TC 700  ...............................................................................5.4.1 

Gartside v IRC [1968] AC 553  ................................................................................ 5.11.1 

The Halcyon Skies [1976] WLR 514  ................................................................. 12.13.2 

Henry Wyndham Wodehouse (2017)  ................................................................ 20.4.2 

HMRC v Representatives of Staveley (deceased) UKUT  

     4 (TCC)  ......................................................................................................... 12.4.2, 12.4.4 

Hood v HMRC see Viscount Hood v HMRC 

Horton v Henry [2016] EWCA Civ 989 ................................................. 12.9.5, 12.19 

Ingram v CIR [1998] BTC 8009, 1999 (HL) STC 37  

              ......................................................................................... 5.11.1, 9.2.2, 9.4.5, 15.2.2 

IRC v Macpherson (1989) 1 AC 159  .................................................................... 12.4.4 

JG (Court of Protection case 12911940)  ........................................................... 29.3.2 

Judge & Anor (Personal Representatives of Walden (dec’d)) 

    v R & C Commrs (2005) Sp C 506  ..................................................................... 15.2.8 

Lewis v Tamplin [2018] EWHC 777 (Ch)  .............................................................4.3.3 

Lloyd’s Private Banking Ltd v CIR [1998] BTC 8020,  

    STC 559  ........................................................................................................................ 15.2.7 

M v W (Ancillary Relief) (2010) EWHC 1155 (Fam)  .................................... 20.4.2 

MacPherson v IRC (1988) STC 362  ..........................................................................15.6 



 

678 

Marshall v Kerr [1994] BTC 258  ...........................................................................14.2.1 

McLaughlin v HMRC [2012] UKFTT 174 (TC)  ................................................... 5.4.2 

Mezhprom Bank v Pugachev [2017] EWHC 2426 (Ch)  ...............................20.3.5 

ND v SD & Others (2017) EWHC 1507 (Fam)  .................................. 20.3.4, 20.4.2 

Newcastle City Council v PV (By His Litigation Friend the Official  

    Solicitor) and Criminal Injuries Compensation Authority [2015]  

    EWCOP 22  ...................................................................................................................... 22.9 

P. Panayi Accumulation and Maintenance Settlements v HMRC 

    (case C – 646/15) (OJ 2016 c48/22)  ..............................................................18.3.2 

Parry and Others (Mrs R F Staveley’s Personal Representatives) v 

    HMRC (2014) UKFTT 419 TC  .............................................................................12.4.4 

Parry v Cleaver [1970] AC1  .................................................................................. 12.13.2 

Pearson v IRC [1980] 2 All ER 479, [1981] AC 753  ......................................8.10.1 

Phizackerley v HMRC (2007) Sp C 591  ............................................... 13.3.4, 15.2.8 

PJV v Assistant Director Adult Social Care Newcastle City Council  

    and Another [2015] EWCOP 87  ........................................................................... 22.9 

Postlethwaite’s Executors v CIR (1963) 41 TC 224  ............................ 5.4.1, 7.5.1 

Prest v Petrodel Resources Ltd (2013) UKSC 34  ...........................................20.4.2 

Public Guardians Severance Application [2017] EWCOP10  .....................29.3.2 

Pugachev, Mezhprom Bank v [2017] EWHC 2426 (Ch)  ..............................20.3.5 

Re Cochrane (1906) 2IR 200  .................................................................................... 9.4.5 

Re HM (2012) COPLR 187  ........................................................................................... 22.9 

Re JDS (2012) COPLR 383  ........................................................................................... 22.9 

Re Manisty’s Settlement Trust [1974] Ch 17  ..................................................... 4.3.3 

Re Londonderry’s Settlements [1965] Ch 918  ................................................. 4.3.3 

Re Whiteley (1886) 33 ChD 347  ............................................................................. 7.3.2 

Re Woolnough (2002) WTLR  .................................................................................21.3.3 

Russell & Another v CIR [1988] BTC 8041  .......................................................13.3.7 

Rysaffe Trustee Co (CI) Ltd v IRC [2003] BTC 8021, 

    EWCA Civ 356  ................................. 5.9.6, 8.7.5, 10.4.2, 12.14.5, 12.14.7, 13.4.2 

S Patrick Erdal v HMRC [2011] UKFTT 87 (TC)  .............................................11.3.7 

Samson v Peay (1976) 52 TC 1  ..............................................................................21.6.3 

Saunders v Vautier (1841) EWHC Ch J82  ........................................................... 4.3.2 

Scott v HMRC [2015] UKFTT 266 (TC)  .................................................................. 15.6 

Smith & Others v HMRC (2007) SpC 605  ................................................ 9.5.2, 9.5.5 

Staveley see HMRC v Representatives of Staveley (deceased) 

Stevenson v Wishart (1987) 59 TC 740  ................................................... 5.4.1, 7.5.1 

Thomas v Thomas (1995) 2 FLR 668  ..................................................................20.4.2 

Viscount Hood (as Executor of the Estate of Lady Diana Hood)  

    v HMRC [2017] UKUT 276 (TCC)  ....................................................... 15.2.2, 15.2.3 

Walford v Worcestershire County Council (2015) EWCA Civ 22  ...........21.3.1 

Whaley v Whaley (2011) EWCA Civ 617  ...........................................................20.4.2 

Wilkinson v Chief Adjudication Officer [2000] EWCA Civ 88  ..................21.3.3 

 



 

679 

General index 
 
18-25 trusts 

CGT on termination of life interest  .....................................................................5.4.2 

conditions  ................................................................................................................... 13.2.2 

features of  ......................................................................................................................3.1.4 

inheritance tax  ........................................................................................... 23.5.1, 26.4.4 

meaning  ............................................................................................................... 13.2.2, 33 

relevant property regime  .......................................................................... 13.1, 13.2.2 

2016 tax changes 

explained and illustrated  ........................................................................................5.3.1 

Absolute trusts     (see Bare trusts) 

Accumulation and maintenance trusts 

features of  ......................................................................................................................3.1.4 

lifetime gifts to  .............................................................................................................5.2.3 

meaning  .................................................................................................................. 3.1.4, 33 

Accumulation of income 

practicalities and planning  .....................................................................................5.3.1 

Accumulation period 

meaning  .................................................................................................................... 12.17.1 

AIM shares 

IHT planning (powers of attorney)  ................................................................. 29.3.3 

Annual exemption (IHT) 

meaning and amount  .................................................................................................... 33 

Annual tax on enveloped dwellings 

UK resident property  ............................................................................................. 17.9.1 

Annuities 

FA 2015 changes  ...................................................................................................... 12.6.2 

Anti-avoidance 

December 2014 changes  .........................................................................................5.9.4 

multiple same-day settlements  .............................................................................5.10 

parental settlements  .................................................................................................5.3.1 

qualifying non-UK pension schemes  ............................................................... 31.6.4 

settlor-interested trusts  ..........................................................................................5.3.1 

Appointor 

meaning  ..........................................................................................................................3.1.3 

Asset protection 

bankruptcy  ................................................................................................................. 12.9.5 

divorce  .......................................................................................................................... 20.4.2 

Official Receiver  ....................................................................................................... 12.9.5 

pension funds  ............................................................................................................ 12.9.5 



 

680 

rules  .................................................................................................................................. 20.4 

sham trusts  .................................................................................................................... 20.3 

using trusts  ........................................................................................................................ 20 

valid trusts  ..................................................................................................................... 20.2 

Back to back schemes 

overview  ........................................................................................................................ 9.5.3 

Bankruptcy 

asset protection  ........................................................................................................12.9.5 

Bare trusts     (see Absolute trusts) 
avoiding probate  ......................................................................................................19.2.1 

capital gains tax  .......................................................................................................... 5.3.3 

capital value included in estate  .........................................................................26.4.5 

case study  ...................................................................................................................... 8.3.3 

charging for advice  ..................................................................................................... 27.4 

designated accounts  ................................................................................................. 3.1.1 

features of  ......................................................................................................... 3.1.1, 8.3.1 

inflexibility of  ............................................................................................................... 3.1.1 

inheritance tax  ..................................................................................... 5.2.3, 5.5, 10.4.1 

meaning  ............................................................................................................................... 33 

personal injury  ..........................................................................................................22.4.1 

registration requirement (exemption)  ............................................................  26.1 

savings income allowance ...................................................................................... 6.2.1 

single premium bonds  ............................................................................................. 6.2.1 

tax planning  ...................................................................................................... 6.2.1, 8.3.2 

transfers to  ................................................................................................................... 5.2.3 

use for minor beneficiary  ........................................................................................... 8.3 

Beneficial ownership 

disclosure debate  .....................................................................................................28.2.3 

Beneficiaries 

appointment of benefits to  .................................................................................... 4.2.4 

capital gains tax  .......................................................................................................... 5.3.3 

generally  ........................................................................................................................ 4.1.3 

income tax liability  .................................................................................................... 5.3.1 

loans to  ............................................................................................................ 4.2.3, 12.9.7 

meaning  .......................................................................................................................... 4.1.3 

minors  ................................................................................................................................. 8.3 

right to be informed  .................................................................................................. 4.3.3 

settlor as  ........................................................................................................................ 4.1.3 

trustees as  ......................................................................................................... 4.1.2, 4.1.3 

unborn  ............................................................................................................................ 4.3.2 

Bereaved minor trusts 

age 18-25  .....................................................................................................................13.2.2 

benefits at age 18  .....................................................................................................13.2.1 

capital gains tax  .......................................................................................................... 5.4.2 



 

681  

inheritance tax treatment  .................................................................................... 23.4.7 

meaning  ....................................................................................................................... 13.2.1 

use  ......................................................................................................................................13.2 

Borrowing against UK residential property 

IHT planning  .............................................................................................................. 17.9.1 

Business property relief 

at ten-year anniversaries  ........................................................................................5.9.6 

schemes .............................................................................................................................. 9.6 

Business protection and succession 

commerciality  ........................................................................................................... 11.3.4 

corporate share purchase  .................................................................................... 11.3.6 

death of owner  ..............................................................................................................11.2 

gift of shares to discretionary trust  ................................................................. 16.2.2 

keyperson insurance  .............................................................................................. 11.3.8 

planning  .................................................................................................... 11.3, 16.2, 16.3 

potential problems  ......................................................................................................11.1 

share succession (tax implications)  ................................................................ 11.3.3 

share valuation  ......................................................................................................... 11.3.7 

use of trusts for shares  ................................................................................................. 16 

By-pass trusts 

accumulation and perpetuity periods 

 .  death benefits for joiners after 5 April 2010  .................................. 12.17.2 

 .  death benefits for joiners before 6 April 2010  .............................. 12.17.3 

 .  principles  ........................................................................................................ 12.17.1 

 .  transfers  .......................................................................................................... 12.17.4 

advantages of  .................................................................................................................12.2 

asset protection  ........................................................................................................ 12.9.5 

benefit payments (taxation of)  .......................................................................... 12.9.2 

benefits for surviving spouse  .......................................................................... 12.10.7 

benefits paid from multiple schemes  .......................................................... 12.14.2 

capital gains tax  ......................................................................................................... 12.18 

consultative documents  ......................................................................................... 12.15 

contract-based pension schemes  .................................................................. 12.14.5 

control over who benefits  .................................................................................... 12.9.6 

death of beneficiary  .............................................................................. 12.9.4, 12.14.6 

death of member at 75+ .......................................................... 12.3.3, 12.7.1, 12.9.2 

death of member following transfer  ................................................................ 12.15 

discretionary trust 

 .  as preferred vehicle  ................................................................................... 12.10.5 

 .  IHT charges ........................................................................................................ 12.13 

drawdown (compared)  ........................................................................ 12.9.12, 12.19 

establishing the trust  .......................................................................................... 12.10.4 

exit charges  ............................................................................................................. 12.13.3 

expression of wish  ............................................................................................... 12.10.6 



 

682 

flexi-access death benefits  ................................... 12.1.2, 12.3.3, 12.5.2, 12.9.10 

flexi-access drawdown (compared)  .................................................................12.19 

flexi-pensions  ................................................................................................ 12.5.2, 12.9 

income tax  .................................................................................................. 12.10.7, 12.18 

inheritance tax 

 .  after death of settlor  ......................................................................................12.13 

 .  before death of settlor  ..................................................................................12.11 

 .  in other circumstances  .................................................................................12.14 

integrated or separate  ........................................................ 12.10.2, 12.12, 12.13.4 

investment strategy  ............................................................................................. 12.10.7 

loans and payments to surviving spouse  ................................. 12.10.7, 12.14.8 

loans to beneficiaries  .............................................................................................12.9.7 

movements between trusts  .............................................................................. 12.13.2 

nature of trust  ............................................................................................. 12.1, 12.10.2 

overview  ......................................................................................................................12.1.2 

payment of death benefits  ....................................................................................12.12 

periodic charges  .................................................................................................... 12.13.2 

perpetuity and accumulation periods  .............................................................. 4.3.1 

reporting requirements  .........................................................................................12.16 

Rysaffe planning  .................................................................................. 12.14.5, 12.14.7 

same-day transfer rules  ....................................................................... 12.9.11, 12.15 

separate or integrated  .......................................................................... 12.10.2, 12.12 

successor beneficiary  .............................................................................................12.9.3 

tax credits on payments to beneficiaries  ......................................................12.9.9 

taxation of income and gains  ...............................................................................12.18 

transfers between schemes  ............................................................ 12.14.3, 12.14.4 

transfers to contract-based schemes  ........................................................... 12.14.5 

trust-based pension schemes  .......................................................................... 12.13.2 

use of  ................................................................................................. 12, 12.9.10, 12.10.3 

Capital gains tax 

annual exemption  ...................................................................................................... 5.3.3 

avoiding probate  ......................................................................................................19.5.1 

bare trusts  ..................................................................................................................... 5.3.3 

by-pass trusts  .............................................................................................. 12.9.8, 12.18 

care home costs  ........................................................................................................21.6.3 

charitable trusts  ......................................................................................................... 5.3.3 

disabled trusts  .................................................................... 5.3.3, 23.2, 23.3.4, 23.5.2 

discretionary trusts  ...................................................................................................... 8.6 

domicile  

 .  2017 changes  ....................................................................................... 17.7.3, 18.3 

 .  deemed  ................................................................................................ 17.2.4, 17.2.5 

 .  protected settlements  ..................................................................................18.3.1 

excluded property trusts  ......................................................................................17.7.3 

excluded settlements  ............................................................................................... 5.3.3 



 

683  

family investment companies  .................................................................... 30.3, 30.6 

generally  ............................................................................................................. 2.2.2, 26.3 

hold-over relief  ........................................................ 5.2.2, 5.4.2, 8.2.3, 8.4.1, 13.4.2 

investment properties  ........................................................................................... 15.4.1 

investor’s relief  ............................................................................................................... 9.6 

offshore trusts  .................................................................................................. 5.3.3, 18.3 

on absolute entitlement  ...........................................................................................5.4.2 

on establishing trust ..................................................................................................5.2.2 

pension funds remaining on death  .................................................................  12.9.8 

personal injury trust  ................................................................................................  22.6 

private residence relief  ......................................................................................... 15.2.8 

rates of tax  ...................................................................................................................  7.4.2 

rebasing for those with deemed domicile  ...................................................  17.7.3 

reinvestment relief  ......................................................................................................  9.6 

settlements  ..................................................................................................................  5.3.3 

settlements before or from 7 June 1978  ........................................................  5.3.3 

settlor residence  .....................................................................................................  17.7.3 

termination of life interest  .....................................................................................5.4.2 

UK residential property in offshore trusts  ..................................................  18.3.2 

Capital payments 
2017 provisions  ...........................................................................................................18.3 

discounted gift trusts  .................................................................................................27.5 

discretionary trusts  ...................................................................................................5.3.1 

inheritance tax  

 .  bare trusts  ............................................................................................................... 5.5 

 .  regular payments  ................................................................................................. 9.5 

 .  reporting to HMRC  ...........................................................................................8.7.5 

interest-free loans  ................................................................................................... 18.3.2 

non-resident trusts (attribution of gains)  ..................................... 17.7.3, 18.3.2 

onward gift rule  ........................................................................................................ 18.3.2 

payments out of trusts (income tax)  ..................................................................5.4.1 

personal injury trusts  ............................................................................................ 22.5.2 

Care costs 
£72,000 cap  ................................................................................................................ 21.2.1 

asset protection trusts  ........................................................................... 12.9.5, 20.4.3 

current system of paying for care home etc.  ............................................... 21.2.1 

deferred payment agreements  .......................................................................... 21.3.1 

deprivation of assets rule  ......................................................................... 21.2.2, 21.5 

eligibility criteria  ..................................................................................................... 21.2.1 

generally  ............................................................................................................................. 21 

gifting the house to avoid care costs  .................................................... 21.4, 21.5.2 

Government consultation  .................................................................................... 21.2.2 

investment bonds  .................................................................................................... 21.2.3 

joint ownership  ......................................................................................... 21.3.2, 21.3.3 



 

684 

local authority assessments  ................................................................................21.3.1 

means testing  ................................................................................................................ 21.2 

pension changes: impact on care costs  ..........................................................21.2.2 

pension funds  ............................................................................................. 12.9.5, 21.2.2 

planning  .......................................................................................................................... 21.6 

private residence  ........................................................................................................ 21.3 

proposals for change (Dilnot)  ............................................................................21.2.1 

residence nil rate band  ..........................................................................................21.6.3 

universal deferred payment agreements  ....................................... 21.2.1, 21.3.1 

Carve-out trusts 
life assurance protection  ......................................................................................... 10.2 

Categorisation of trusts 
absolute (bare) trusts  .............................................................................................. 3.1.1 

accumulation and maintenance trusts  ............................................................. 3.1.4 

discretionary trusts  .................................................................................................. 3.1.3 

generally  ............................................................................................................................ 3.1 

interest in possession trusts  ................................................................................. 3.1.2 

Chargeable event gains 

adviser charges  .........................................................................................................27.4.2 

bare trusts  ..................................................................................................................... 6.2.1 

charitable trusts  ......................................................................................................... 6.3.4 

discounted gift trusts  ................................................................................... 6.2.2, 9.2.3 

discretionary trusts  ............................................................................. 6.3, 7.5.2, 8.5.2 

disguised remuneration  ........................................................................................... 24.1 

excluded property trusts  ......................................................................................17.7.2 

life insurance policies  .............................................................................................. 5.3.1 

lump sum death benefits  ......................................................................................... 24.1 

lump sum IHT plans  ................................................................................... 9.5.1, 9.5.10 

offshore trusts  ...........................................................................................................18.3.1 

relevant life policies  .................................................................................... 24.1, 24.3.2 

settlements  ....................................................................................................................... 6.3 

settlor-interested trusts .......................................................................................... 5.3.1 

tax planning  ...................................................................................................................... 6.4 

transfers between trusts  ........................................................................................ 6.3.3 

Chargeable lifetime transfer 

meaning  ............................................................................................................................... 33 

Charging for advice 

different types of trust  ........................................................................ 27.3, 27.4, 27.5 

generally  ............................................................................................................................. 27 

legal documentation  .................................................................................................. 27.2 

Charitable trusts 
capital gains tax  .......................................................................................................... 5.3.3 

chargeable event gains  ............................................................................................ 6.3.4 

  



 

685  

Chattels 
using trusts for  ..............................................................................................................15.6 

Children 
from previous marriage (discretionary will trust)  ................................... 14.4.2 

protection of assets for  ......................................................................................... 20.4.2 

Civil partner 

meaning  .............................................................................................................................. 33 

Collectives 
capital gains tax  ...........................................................................................................8.6.3 

flexible trusts  ............................................................................................................. 8.10.3 

interest distributions  ................................................................................................5.3.1 

legal entity identifier (whether needed)  ....................................................... 28.5.3 

single premium bonds (as investments)  ............................................................. 7.7 

Commercial property 
offshore trusts – CGT (changes from 2019)  ................................................ 18.3.2 

Common Reporting Standard 

generally  ............................................................................................................................. 28 

personal information needed  ............................................................................. 28.4.1 

trusts  .................................................................................................................................28.4 

wider implications for trusts  .............................................................................. 28.4.4 

Company ownership 

company registers  ................................................................................................... 28.2.2 

Company registers 

trustees with at least 25% of shares  ...................................................................16.4 

Control 
reason for using trusts  ................................................................................................ 2.1 

Corporate bond funds 
interest distributions  ................................................................................................5.3.1 

Corporate share purchase 

trusts to offer greater flexibility ........................................................................ 11.3.6 

Council tax benefit 
personal injury trusts (means testing)  .......................................................... 22.2.1 

Court of Protection 

powers of attorney  .................................................................................................. 29.3.1 

Criminal Injuries Compensation Authority 

personal injury trusts  ................................................................................................22.9 

Critical illness benefit 

carve-out trusts  ............................................................................................................10.2 

relevant life policies  ................................................................................ 24.4.2, 24.4.3 

Data protection 

subject access requests  ............................................................................................4.3.3 

Dead settlors trusts 

single premium bonds  ..............................................................................................6.3.5 

  



 

686 

Death 

before age 75  .............................................................................................................12.3.2 

dead settlors trusts  ................................................................................................... 6.3.5 

of beneficiary  .............................................................................................. 5.6.2, 12.14.6 

of business owner  ....................................................................................................... 11.2 

of life tenant  ................................................................................................................. 4.3.2 

of pension scheme member  ................................................................................12.4.2 

of shareholder  ...........................................................................................................11.3.3 

of settlor (unwinding schemes)  ........................................................................5.11.2 

of trustees ...................................................................................................................... 4.2.5 

Death benefits 

payable under flexi-access pensions  .................................................................. 12.5 

qualifying non-UK pension schemes  ................................................ 31.5.4, 31.5.5 

recent developments  ..............................................................................................12.1.4 

transfer to trust  ........................................................................................................12.4.3 

Debt charge scheme 
and SP 10/79  .............................................................................................................15.2.8 

Deed of trust 

meaning  ............................................................................................................................... 33 

Deed of variation 
and trusts .....................................................................................................................14.4.3 

discretionary trust  ..................................................................................................14.4.2 

double death  ..............................................................................................................14.2.3 

foreign domiciliary  ..................................................................................................14.5.3 

from child to surviving spouse  ..........................................................................14.5.2 

from parent to grandparents  ..............................................................................14.5.1 

Government review  .................................................................................... 13.3.7, 14.1 

into trust (tax implications)  ................................................................................... 14.3 

joint tenancy interests and variations  ............................................................14.2.2 

legal formalities  ........................................................................................................... 14.2 

main residence nil rate band  ................................................................................. 14.1 

meaning  ............................................................................................................................... 33 

on first death  ................................................................................................................. 14.4 

tax planning  ............................................................................................. 13.3.7, 14, 14.5 

Deemed domicile     (see Domicile) 
Default beneficiaries 

meaning  ............................................................................................................................... 33 

Definitions and terminology 

18-25 trust  .......................................................................................................... 13.2.2, 33 

absolute trust  ........................................................................................................ 3.1.1, 33 

accumulation and maintenance trust  ........................................................ 3.1.4, 33 

accumulation period .................................................................................... 12.17.1, 33 

annual exemption (IHT)  .............................................................................................. 33 

appointor  ................................................................................................................ 3.1.3, 33 



 

687  

arrangements  ................................................................................................ 5.3.3, 25.7.1 

bare trust  ................................................................................................................ 3.1.1, 33 

beneficial owner (trust registration service)  ..................................................32.2 

beneficiary  ............................................................................................................. 4.1.3, 33 

bereaved minor trust  ..................................................................................... 13.2.1, 33 

by-pass trusts  ............................................................................... 12.1.2, 12.2, 12.10.1 

chargeable lifetime transfer ....................................................................................... 33 

civil partner  ....................................................................................................................... 33 

close family member  .............................................................................................. 17.7.2 

closely inherited  ...........................................................................................................15.1 

contract-based pension scheme  .................................................................... 12.13.4 

control (trust registration service) ......................................................................32.2 

customary occasion (re power of attorney gifts)  ...................................... 29.3.1 

deed/declaration of trust  ............................................................................................ 33 

deed of variation  ............................................................................................................. 33 

deemed domicile  ...................................................................................................... 17.2.4 

default beneficiary  ......................................................................................................... 33 

dependant  ................................................................................................................... 12.5.2 

disabled person  ........................................................................................................ 23.3.2 

disabled person’s interest  ................................................................................... 23.4.3 

discretionary beneficiary  ............................................................................................ 33 

discretionary trust  ............................................................................................. 3.1.3, 33 

domicile  ................................................................................................................... 17.2, 33 

domicile of choice  .................................................................................................... 17.2.3 

domicile of dependence  ........................................................................................ 17.2.2 

domicile of origin  ..................................................................................................... 17.2.1 

estate  .................................................................................................................................... 33 

excluded property  ............................................................................................... 17.3, 33 

excluded property trust  .................................................................................... 17.1, 33 

excluded settlements (CGT)  ...................................................................................5.3.3 

exemptions  ........................................................................................................................ 33 

express trust (trust registration service)  .........................................................32.2 

FATCA  .................................................................................................................................. 33 

financial institutions  ............................................................................... 28.3.2, 28.4.2 

flexible trust  ....................................................................................................... 8.10.1, 33 

foreign financial institutions  .............................................................................. 28.3.2 

formerly domiciled resident  ....................................................  17.2.6, 17.7, 18.3.1 

gift (re powers of attorney)  ................................................................................ 29.3.1 

gift with reservation of benefit  ................................................................................. 33 

grossing-up  ........................................................................................................................ 33 

group of settlements (CGT)  ....................................................................................5.3.3 

integrated by-pass trust  ......................................................................... 12.2, 12.13.4 

inter vivos trust  .............................................................................................................. 3.2 

interest in possession  ................................................................................................... 33 



 

688 

interest in possession trust  ................................................................................... 3.1.2 

legal entity identifier  ...................................................................................... 28.5.2, 33 

loan trust  ....................................................................................................................... 9.3.1 

nil rate band  ...................................................................................................................... 33 

nominee  .......................................................................................................................12.5.2 

non-financial entity  .................................................................................................28.4.2 

non-qualifying person (re pension death benefits)  ............................... 12.20.1 

offshore trust  ................................................................................................................ 18.2 

perpetuity period  .............................................................................. 4.3.1, 12.17.1, 33 

personal injury trust .................................................................................................. 22.1 

persons with significant control  .......................................................................28.2.2 

pilot trust  ........................................................................................................................ 12.2 

potentially exempt transfer  ....................................................................................... 33 

power to enjoy  ..........................................................................................................18.3.1 

pre-owned assets tax (POAT)  .................................................................................... 33 

probate  ................................................................................................................................ 33 

protected foreign source income  ...................................................... 17.7.2, 18.3.1 

protected settlements  ..........................................................................................  18.3.2 

qualifying settlement (CGT)  .................................................................................. 5.3.3 

rate applicable to trusts  .......................................................................................... 5.3.1 

relevant legal entity  ................................................................................................28.2.2 

relevant life policy  ...................................................................................................24.4.2 

relevant trust (trust registration service)  ....................................................... 32.2 

relevant UK tax (trust registration service)  .................................................... 32.2 

residential property ................................................................................................17.9.1 

related arrangements (re DOTAS)  ......................................................................... 9.7 

revert to settlor  ............................................................................................................ 10.3 

same-day transfer rules  ..................................................................................... 12.9.11 

Scheme Administrator  .............................................................................................. 12.2 

settlement  ................................................................................................................. 6.3, 33 

settlor  ...........................................................................................................4.1.1, 5.3.3, 33 

significant influence and control  ......................................................................28.2.2 

successor  .....................................................................................................................12.5.2 

tainted trusts  ...........................................................................................................  18.3.1 

tax advantage  .............................................................................................................25.7.2 

tax pool  ........................................................................................................................... 5.3.1 

taxable relevant trust (trust registration service)  ....................................... 32.2 

transfer of assets  ......................................................................................................18.3.1 

trust-based pension scheme  ................................................................. 12.2, 12.13.4 

trust period  ........................................................................................................................ 33 

trustees  .................................................................................................................... 4.1.2, 33 

UK domicile  ............................................................................................................ 17.2, 33 

UK trust (trust registration service)  .................................................................. 32.2 

vulnerable beneficiary trust  .................................................................................. 23.2 



 

689  

Deprivation of assets 
re care costs  ...................................................................................................................21.5 

Designated accounts 
as bare trusts  ................................................................................................................3.1.1 

Dilnot report 
planned changes re care costs  ........................................................................... 21.2.1 

Directive on Administrative Cooperation 

Common Reporting Standard  ............................................................................ 28.4.1 

Disabled person’s interest 
definition for IHT purposes  ................................................................................ 23.4.3 

Disabled persons (and see Vulnerable beneficiary trusts) 
2014 changes  ............................................................................................................. 23.3.2 

capital gains tax ............................................................................................................5.3.3 

disabled person (definition)  ............................................................................... 23.3.2 

generally  ............................................................................................................................. 23 

inheritance tax  ..............................................................................................................23.4 

personal independence payments  ................................................................... 22.4.4 

personal injury awards  .............................................................................................23.6 

relevant life policies  ............................................................................................... 24.4.2 

tax advantages  ..............................................................................................................23.7 

trusts created before 8 April 2013  .......................................................... 23.5, 23.6 

types of trust  ..................................................................................................................... 23 

Disclosure of control 
companies  ................................................................................................................... 28.2.2 

trusts  ............................................................................................................................. 28.2.3 

Discounted gift trust 
advantages  .....................................................................................................................9.2.2 

charging for advice  .....................................................................................................27.5 

disadvantages  ...............................................................................................................9.2.3 

DOTAS  ................................................................................................................ 9.7, 25.12.6 

features  ...........................................................................................................................9.2.1 

single premium bonds  ..............................................................................................6.2.2 

worked example  ..........................................................................................................9.2.4 

Discretionary beneficiaries 

meaning  .............................................................................................................................. 33 

Discretionary trusts 

accumulation of income  ...........................................................................................5.3.1 

anti-avoidance  ..............................................................................................................5.11 

avoiding probate  ........................................................................................... 19.2.2, 19.3 

by-pass trust  ........................................................................................................... 12.10.5 

capital gains tax  .............................................................................................................  8.6 

charging for advice  .....................................................................................................27.4 

consultative documents  ......................................................................  12.15, 25.11.6 

deed of variation  .....................................................................................................  14.4.2 



 

690 

discounted gift trusts  ..............................................................................................  9.2.2 

features of  ..................................................................................................................... 3.1.3 

illustrative example  ...................................................................................................... 8.8 

income tax  ................................................................................................ 2.2.1, 5.3.1, 8.5 

inheritance tax 

 .  cumulative total  ................................................................................................ 5.9.4 

 .  exit charges  .................................................................................................... 12.13.3 

 .  generally  .............................................................................. 5.2.3, 5.8, 8.7, 10.4.2 

 .  HMRC consultations  ..................................................................... 12.15, 25.11.6 

 .  lifetime gifts  ........................................................................................................ 5.2.3 

 .  periodic charges   ................................................................ 5.9.2, 8.7.5, 12.13.2 

 .  pre-7 June 2014 trusts  ........................................................................... 5.9, 8.7.5 

lifetime gifts to  ............................................................................................................ 5.2.3 

meaning  ............................................................................................................................... 33 

order of making gifts  ................................................................................................ 5.9.4 

overview  ........................................................................................................................ 3.1.3 

parental settlements  ................................................................................................ 5.3.1 

personal injury  ..........................................................................................................22.4.3 

protector  ........................................................................................................................ 3.1.3 

residence nil rate band  ..........................................................................................13.3.1 

revert to settlor  ............................................................................................................ 10.3 

settlement nil rate band  ......................................................................... 10.4.2, 19.4.3 

settlor-interested trusts .......................................................................................... 5.3.1 

simplification proposals  .........................................................................  5.9.5, 19.4.3 

spouse as beneficiary  ............................................................................................... 8.4.3 

stamp duty land tax (re care costs)  .................................................................21.6.3 

suitability of  ..................................................................................................................... 8.4 

taxation of beneficiaries  ......................................................................................... 5.3.1 

taxation of trustees  ................................................................................................... 5.3.1 

tax credits for dividends abolished  .................................................................... 5.3.1 

tax planning  ...................................................................... 5.9.6, 5.10, 7.5.2, 7.6, 8.4.2 

trusts for the disabled  ............................................................................................22.4.4 

will trusts    (see separate heading) 

Dividend allowance 

beneficiaries  ................................................................................................................. 5.3.1 

no entitlement for trustees  .................................................................................... 5.3.1 

Dividends 

changes from April 2016  ........................ 5.3.1, 5.12, 7.1, 7.4, 7.6, 8.5.1, 8.10.3 

taxation of (discretionary trusts)  ............................................................ 5.3.1, 5.12 

taxation of (family investment companies)  ......................................... 30.2, 30.3 

Divorce 

asset protection  ......................................................................................... 12.9.5, 20.4.2 

removal of trustees  ................................................................................................... 4.2.6 

sham trusts  ..................................................................................................... 20.3, 20.4.2 



 

691  

Domicile    (see also Remittance basis) 

2008 changes  ............................................................................................................  18.3.2 

2017 changes  ........................................................................................  8.1, Ch. 17, 18.3 

capital gains tax impact  .......................................................................................  18.3.2 

deceased a foreign domiciliary  .........................................................................  14.5.3 

deemed domicile 

 .  15 years  ....................................................................... 8.1, 17.2.4, 17.2.5, 18.3.2 

 .  2017 provisions  ..................................................................................................18.3 

 .  CGT re-basing  .................................................................................................. 17.7.3 

 .  interest-free loans (dangers of)  .............................................................. 18.3.1 

 .  settlor-interested trusts .............................................................................. 18.3.1 

election to be treated as UK domiciled  ...........................................  17.2.4, 17.10 

excluded property trusts (see separate heading) 

FA 2013 changes  ......................................................................................................  17.10 

foreign income  .........................................................................................................  18.3.1 

formerly domiciled resident  ................................................  17.2.6, 17.7.1, 18.3.1 

IHT impact  ....................................................................................................................  17.1 

meaning of UK domicile  ...................................................................................  17.2, 33 

mixed domicile couples  ........................................................................................  17.10 

offshore trusts  ..................................................................................................  17.9.1, 18 

protected foreign source income  ....................................................................  18.3.1 

protected settlements ...........................................................................................  18.3.2 

DOTAS 

gifts of shares to discretionary trust  ..............................................................  16.2.2 

IHT schemes  ............................................................................................................  9.1, 9.7 

reversionary lease schemes  ................................................................. 15.2.2, 15.4.1 

will trusts (sale of shares)  .......................................................................................16.3 

Double trust schemes 

pre-owned assets tax  ............................................................................................  5.11.2 

Drawdown 

by-pass trusts (compared)  ................................................................  12.9.12, 12.19 

Employment and support allowance 
personal injury trusts (means testing)  .......................................................... 22.2.1 

Employment-related trusts 

not covered in this book  ................................................................................................. 1 

Enterprise investment scheme 

IHT planning (powers of attorney)  ................................................................. 29.3.3 

Established practice exception 

DOTAS  ................................................................................................................................. 9.7 

Estate 

meaning  .............................................................................................................................. 33 

Excepted group life policies 

tax implications  ............................................................................................................24.3 

use  ......................................................................................................................................24.2 



 

692 

Exchange of beneficial ownership information 

Common Reporting Standard  .............................................................................28.4.1 

Excluded property trusts 

capital gains tax  ......................................................................................................  17.7.3 

case study  ......................................................................................................................  17.8 

choice of trust  ..............................................................................................................  17.5 

domicile changes from April 2017  .....................................................................  17.7 

domicile (deemed)  ..................................................................................................17.2.4 

FA 2013 changes  ....................................................................................................  17.9.1 

income tax  .................................................................................................................  17.7.2 

inheritance tax  ........................................................................................................  17.7.1 

inheritance tax impact of domicile  .....................................................................  17.1 

meaning  ............................................................................................................................... 33 

meaning of excluded property  ......................................................................  17.3, 33 

meaning of UK domicile  ..........................................................................................  17.2 

non-resident trusts  ...............................................................................................  17.7.2 

private residence  .......................................................................................................  17.9 

remittance basis  .....................................................................................................  17.7.2 

residential property in UK  .................................................................................  17.9.1 

suitability of  ......................................................................................................  17.4, 17.6 

UK property  ..................................................................................................................  17.3 

UK tax implications  ...................................................................................................  17.7 

using several trusts  ...............................................................................................  17.7.4 

Executors 

as trustees  ....................................................................................................................  4.1.2 

Exit charges to inheritance tax 

by-pass trusts  ......................................................................................................... 12.13.3 

capital distributions between anniversaries  ...............................................5.10.2 

discounted gift trusts  ..............................................................................................  9.2.2 

discretionary trusts  .................................................................................................. 5.9.3 

Rysaffe planning  ...................................................................... 5.9.6, 12.14.5, 12.14.7 

Express trusts 

trust registration service  ......................................................................................... 32.2 

Family business     (See Business protection and succession) 
Family investment companies 

advantages of  ................................................................................................................ 30.4 

appropriate use of  ...................................................................................................... 30.5 

background  .................................................................................................................... 30.1 

capital gains, taxation of  .......................................................................................... 30.3 

dividends, taxation of  ................................................................................................ 30.3 

drawbacks of  ................................................................................................................. 30.6 

generally, as alternative to trusts  ............................................................................ 30 

key features  ................................................................................................................... 30.2 

  



 

693  

summary re  ....................................................................................................................30.7 

taxation of  .......................................................................................................................30.3 

FATCA 

categorisation of trusts  ......................................................................................... 28.3.2 

foreign institutions  ................................................................................................. 28.3.2 

generally  ............................................................................................................................. 28 

meaning  .............................................................................................................................. 33 

non-financial foreign entities  ............................................................................. 28.3.2 

reporting  ..................................................................................................................... 28.3.2 

UK trusts  ..........................................................................................................................28.3 

Fiduciary v personal powers 

Pugachev case  ........................................................................................................... 20.3.5 

Financial advice 

trustee responsibilities  ............................................................................................7.3.4 

Financial products 

same-day additions to existing trusts  ............................................................ 5.10.6 

Firewall legislation 

STAR trusts  ................................................................................................................. 20.4.2 

Flexi-access death benefits 

and by-pass trusts  .......................................................................... 12.1.2, 12.9, 12.19 

choice facing Scheme Administrator  ..................................................................12.2 

death aged 75+  ......................................................................................................... 12.3.3 

inheritance tax  ........................................................................................... 12.4.1, 12.7.2 

overview  ..........................................................................................................................12.5 

pension transfers – serious ill health .............................................................. 12.4.4 

Flexible trusts 

charging for advice  .....................................................................................................27.4 

DOTAS (exception from)  ............................................................................................ 9.7 

features of  ......................................................................................................................3.1.2 

interest in possession  ...............................................................................................7.5.1 

meaning  ....................................................................................................................... 8.10.1 

pre-22 March 2006  ..................................................................................... 3.1.2, 8.10.2 

use today  ..................................................................................................................... 8.10.3 

Foreign jurisdiction 

submitting to  ............................................................................................................. 20.4.2 

Foreign property 

whether excluded property  ....................................................................................17.3 

Formerly domiciled residents 

reversion to UK domicile  ........................................................ 17.2.6, 17.7.1, 18.3.1 

Forms 

D34  ................................................................................................................... 12.16, 19.4.1 

IHT 100  ............................................................................ 12.16, 13.3.6, 19.4.1, 26.4.1 

IHT 100a  ...................................................................................................................... 19.4.1 

IHT 100c  ....................................................................................................................... 12.16 



 

694 

IHT 100d  .......................................................................................................................12.16 

IHT 400  .........................................................................................................................12.1.3 

IHT 409  ............................................................................ 12.1.3, 12.4.2, 12.4.3, 12.4.4 

R185 (settlor)  ..................................................................................................  5.3.1, 26.2 

GAAR 

generally  ............................................................................................................................. 25 

HMRC guidance  ........................................................................................................... 5.9.6 

interaction with other tax rules  ................................................................ 25.4, 25.5 

investment properties  ...........................................................................................15.4.1 

lump sum IHT plans  ...................................................................................................... 9.8 

National Insurance  ..................................................................................................... 25.8 

payments in gold  ......................................................................................................... 25.1 

Rysaffe planning  ......................................................................................................... 5.9.6 

target  ..................................................................................................................... 25.2, 25.3 

Gifts  
mental incapacity of donor  ..................................................................................29.3.1 

order of making  .......................................................................................................... 5.9.4 

Gifts with reservation of benefit 
care home costs  ........................................................................................................21.6.3 

carve-out trusts  ........................................................................................................... 10.2 

case law (Buzzoni, Hood)  ...................................................................... 15.2.2, 15.2.3 

chattels  ............................................................................................................................ 15.6 

choice of trust  .............................................................................................................. 8.2.1 

discounted gift trusts  ..............................................................................................  9.2.2 

excluded property trusts  ......................................................................................17.7.1 

foreign domiciliary  ................................................................................................  14.5.3 

generally  ......................................................................................................................5.11.1 

IHT plans ............................................................................................................................ 9.1 

lease schemes  ............................................................................................. 15.2.2, 15.2.3 

loan trusts  ....................................................................................................................  9.3.2 

meaning  ............................................................................................................................... 33 

mortgage (taking over responsibility for)  ....................................................15.2.2 

paying for advice  ......................................................................................................27.1.3 

pension schemes excluded  ..................................................................................12.3.1 

pre-owned asset rules  ...........................................................................................5.11.2 

principal private residence  ................................................................. 15.2.2, 15.2.3 

relevant life policies  ..............................................................................................  24.4.7 

rental income  ...........................................................................................................  15.4.1 

residence nil rate band  ........................................................................................  15.2.1 

reversionary lease schemes  ..............................................................................  15.2.2 

reversionary trusts  ..................................................................................................  9.4.5 

revert to settlor  ...........................................................................................................  10.3 

tax liabilities (recovery of)  ...................................................................................  6.3.1 

  



 

695  

Gold (payments in) 

application of GAAR  ....................................................................................................25.1 

Grandfathering 

DOTAS rules  ..................................................................................................................... 9.7 

likely removal of rules  ................................................................................................. 9.1 

Grossing up 

meaning  .............................................................................................................................. 33 

Guardianships 

or personal injury trusts  ..........................................................................................22.9 

Housing benefit 
personal injury trusts (means testing)  .......................................................... 22.2.1 

Immediate post-death interest trusts 

advanced planning  ......................................................................................................13.4 

as common type of trust  ............................................................................................. 3.2 

FA 2006  ............................................................................................................................13.1 

inheritance tax  ................................................................................................................ 5.7 

planning on death  .................................................................................................... 15.4.2 

planning where spouses both alive  ................................................................. 13.3.8 

private residence  .................................................................................................... 5.7, 15 

redirection from child to surviving spouse .................................................. 14.5.2 

residence nil rate band  ......................................................................................... 13.3.1 

securing spouse exemption  ................................................................................ 13.3.6 

Income-based jobseeker’s allowance 
personal injury trusts (means testing)  .......................................................... 22.2.1 

Income payment orders 

asset protection  ........................................................................................................ 12.9.5 

Income protection benefit 

carve-out trusts  ............................................................................................................10.2 

Income-related employment and support allowance 
personal injury trusts (means testing)  .......................................................... 22.2.1 

Income support 
personal injury trusts (means testing)  .......................................................... 22.2.1 

Income tax 

absolute trusts  .............................................................................................................5.2.1 

annuities (FA 2015 changes)  .............................................................................. 12.6.2 

avoiding probate  ...................................................................................................... 19.5.2 

by-pass trusts  ........................................................................................... 12.10.7, 12.18 

capital taxed as income  ............................................................................................5.4.1 

death benefits (pension)  .................................................................... 12.6.1, 12.20.1 

differing types of trust (overview)  .....................................................................5.3.1 

discretionary trusts  .......................................................................... 2.2.1, 5.3.1, 8.5.1 

domicile (deemed)  .................................................................................................. 17.2.4 

excepted group life policies  ................................................................. 24.3.2, 24.3.3 

excluded property trusts  ...................................................................................... 17.7.2 



 

696 

flexible trusts  .............................................................................................................8.10.3 

generally  ................................................................................................. 2.2.1, 7.4.1, 26.2 

income distributed to beneficiaries  ................................................................... 5.3.1 

income in trust  ............................................................................................................ 5.3.1 

income streaming  ...................................................................................................... 5.3.1 

interest in possession trusts  ..................................................................... 2.2.1, 5.3.1 

lifetime allowance  ...................................................................................................12.6.3 

lump sum death benefits  ......................................................................................... 12.1 

mandated income  ...................................................................................................... 2.2.1 

offshore trusts  ...........................................................................................................18.3.1 

on establishing trust  ................................................................................................. 5.2.1 

payments out of a trust  ............................................................................................... 5.4 

pension death benefits  ........................... 12.1.3, 12.1.4, 12.6.1, 12.9.8, 12.20.1 

personal injury trust .................................................................................................  22.6 

rates of tax  .......................................................................................................  2.2.1, 7.4.1 

registration requirement for trusts  ...................................................................  26.1 

settlor-interested trusts ........................................................................................18.3.1 

trusts other than absolute trusts  ........................................................................ 5.2.1 

Inheritance bonds 

use ..................................................................................................................................... 9.5.2 

Inheritance tax 

annual exemption (use by power of attorney)  ...........................................29.3.1 

anti-avoidance rules  .................................................................................................. 5.11 

associated operations  .............................................................................................. 9.5.4 

bare trusts  ................................................................................................ 5.2.3, 5.5, 8.3.2 

bereaved minors  ........................................................................ 23.4.5, 23.4.6, 23.4.7 

business protection .................................................................................................11.3.5 

by-pass trusts  .................................................................................................. 12.8-12.19 

care home costs  ........................................................................................................21.6.3 

chargeable events under relevant property trusts  ...................................... 26.4 

chargeable lifetime transfers (reporting of)  ................................................26.4.1 

choice of trust  .................................................................................................................. 8.2 

cumulation period  ......................................................................................... 5.2.3, 5.9.4 

death benefits  ............................................................................................................... 12.7 

debts (whether deductible where reservation of benefit)  ................. 25.11.6 

disabled persons (trusts for)  ...................................................................... 23.4, 23.5 

discretionary trusts 

 .  consultations  ...................................................................................................... 5.9.3 

 .  exit charge  ........................................................................................................... 5.9.3 

 .  general rules  ....................................................................................... 5.9, 8.7, 19.4 

 .  joint settlors  ....................................................................................................... 5.9.1 

 .  overview  ...................................................................................................... 5.2.3, 5.8 

 .  periodic charge  ..................................................................................... 5.9.2, 5.9.4 

 .  ten-year anniversary charge  ....................................................................... 5.9.2 



 

697  

domicile (deemed)  .................................................................................................. 17.2.4 

DOTAS  ................................................................................................................................. 9.7 

generally  ................................................................................................................. 5.8, 26.4 

excepted group life policies  ................................................................. 24.3.2, 24.3.3 

excluded property trusts  ...................................................................................... 17.7.1 

exit charges  

 .  by-pass trusts  ............................................................................................... 12.13.3 

 .  discretionary trusts  .........................................................................................5.9.3 

 .  generally  .................................................................................................. 2.2.3, 9.2.2 

 .  pension payments to beneficiaries  ........................................................ 12.7.2 

family investment companies  ................................................................................... 30 

flexi-access drawdown  .......................................................................................... 12.9.4 

flexible trusts (pre-22 March 2006)  ............................................................... 8.10.2 

generally  .......................................................................................................... 2.2.3, 10.1.2 

gifts with reservation of benefit    (see separate heading) 

immediate post-death interest trusts  ...................... 5.7, 13.3.6, 13.3.8, 13.4.1 

insurance-linked products  .................................................................................. 26.4.2 

interest in possession trusts (pre 22 March 2006)  ........................................ 5.6 

investment properties  ........................................................................................... 15.4.1 

life assurance protection plans  ............................................................................5.2.3 

lifetime gifts to trusts  ................................................................................................5.2.3 

lifetime pilot settlements  ..................................................................................... 13.4.2 

lifetime tax planning  ................................................................................................... 8, 9 

loans re UK residential property  ...................................................................... 17.9.1 

lump sum death benefits  ...................................................................................... 12.7.2 

negligible value (transfer value)  ....................................................................... 12.4.1 

offshore trusts  ........................................................................................................... 18.3.3 

omission to exercise a right  ...................................................... 12.3.1, 12.4, 12.7.2 

on establishing trust ..................................................................................... 5.2.3, 8.7.1 

pensions 

 .  associated operations  .................................................................................. 12.4.4 

 .  by-pass trust  ............................................................................... 12.2, 12.8-12.19 

 .  contributions  ................................................................................................... 12.4.2 

 .  death before age 75  ....................................................................... 12.3.2, 12.7.1 

 .  death benefits  ......................................................................................................12.7 

 .  death on or after age 75  ............................................................... 12.3.3, 12.7.1 

 .  exclusion from estate  ................................................................................... 12.3.1 

 .  flexi-access pensions  ..................................................................... 12.4.1, 12.7.2 

 .  form IHT 409  ...................................................... 12.1.3, 12.4.2, 12.4.3, 12.4.4 

 .  general power of appointment  ................................................................ 12.7.3 

 .  general rules  ........................................................................................................12.3 

 .  gratuitous benefit  .......................................................................................... 12.4.4 

 .  omission to exercise a right  ............................................ 12.3.1, 12.4, 12.7.2 

 .  overview of recent changes  ........................................................ 12.1.3, 12.1.4 



 

698 

 .  pension commencement lump sum  ........................................ 12.1.4, 12.3.1 

 .  pension plans  ...................................................................................................... 12.1 

 .  structure of scheme  ......................................................................................... 12.2 

 .  transfers  ................................................................................................................ 12.4 

 .  transfers of value ............................................................................................12.4.1 

periodic charges  ........................................................................................................  5.9.2 

personal injury trust .................................................................................................  22.6 

potentially exempt transfers (failed)  ...............................................................  5.2.3 

powers of attorney  ..................................................................................................... 29.3 

probate (avoiding)  ..................................................................................................... 19.4 

registration requirement for trusts  ...................................................................  26.1 

relevant property regime  ....................................................................................... 5.6.1 

residential property in UK  ...................................................................................17.9.1 

Rysaffe planning  ........................................ 8.7.5, 10.4.2, 12.14.5, 12.14.7, 13.4.2 

shareholders  ..............................................................................................................11.3.5 

ten-year anniversary  ..................................................................... 5.3.4, 5.9.2, 5.10.2 

settlement nil rate band  ......................................................................... 10.4.2, 19.4.3 

transferable nil rate band  ..................................................................... 13.4.1, 14.4.2 

trusts for the disabled  ............................................................................................... 23.4 

will trusts    (see separate heading) 

Integrated trusts 

definition  ........................................................................................................................ 12.2 

Inter vivos  ............................................................................................................................ 3.2 
Interest in possession trusts 

different types  ............................................................................................................. 7.5.1 

features of  ......................................................................................................... 3.1.2, 5.3.1 

income tax  ......................................................................................................... 2.2.1, 5.3.1 

inheritance tax 

 .  generally  .............................................................................................................. 5.2.3 

 .  immediate post-death interest trusts  ................................................ 12.10.5 

 .  lifetime gifts  ........................................................................................................ 5.2.3 

 .  pre-7 June 2014 trusts  ....................................................................................... 5.6 

meaning  ............................................................................................................................... 33 

overview  ........................................................................................................................ 3.1.2 

personal injury  ..........................................................................................................22.4.2 

stamp duty land tax (re care costs)  .................................................................21.6.3 

tax planning  .................................................................................................................. 7.5.1 

termination of qualifying interest  ....................................................................26.4.3 

Intestacy  ............................................................................................................................... 3.2 
Investment by trustees 

basic principles  ...................................................................................................... 4.2, 7.2 

diversification and suitability  .............................................................................. 7.3.2 

duty of care  ................................................................................................................... 7.3.1 

legal requirements  ........................................................................................................ 7.3 



 

699  

obtaining advice  ..........................................................................................................7.3.3 

strategic overview  ......................................................................................................... 7.1 

tax planning ...................................................................................................................... 7.5 

taxation of  ......................................................................................................................... 7.4 

Investment properties 

generally  ..........................................................................................................................15.4 

planning on death  .................................................................................................... 15.4.2 

reversionary lease schemes  ................................................................................ 15.4.1 

Jobseeker’s allowance 
personal injury trusts (means testing)  .......................................................... 22.2.1 

Joint settlors 

IHT re discretionary trusts  .....................................................................................5.9.1 

Junior ISA 

bare trust  ........................................................................................................................... 8.3 

Key person policies 

business protection trusts  ................................................................................... 11.3.1 

Lasting powers of attorney 

generally  ............................................................................................................................. 29 

Leasehold property 

beneficial terms in lease (pitfalls of) ............................................................... 15.2.2 

Legal entity identifier 

introduction from January 2018  ...........................................................................28.1 

meaning  ............................................................................................................... 28.5.2, 33 

obtaining and renewing  ........................................................................................ 28.5.4 

trusts  .................................................................................................................................28.5 

Letters of wishes 

disclosure requirements  ...................................................................................... 28.2.3 

Life assurance policies 

inheritance tax  .............................................................................................................5.2.3 

legal entity identifier (whether needed)  ....................................................... 28.5.3 

pre-22 March 2006 trusts  .......................................................................................5.2.3 

tax pool restrictions  ..................................................................................................5.3.1 

Life assurance protection plans 

carve-out trusts  ............................................................................................................10.2 

reasons for using a trust  ...........................................................................................10.1 

Life interest 

termination of (capital gains tax)  ........................................................................5.4.2 

Lifetime gifts 

choice of trust  ................................................................................................................8.11 

family investment companies  ................................................................................30.4 

inheritance tax  .............................................................................................................5.2.3 

Lifetime pilot settlements 

Rysaffe planning ......................................................................... 5.9.6, 12.14.5, 13.4.2 

  



 

700 

Loan trusts 

advantages  .................................................................................................................... 9.3.2 

charging for advice  ..................................................................................................... 27.5 

DOTAS  ................................................................................................................................. 9.7 

disadvantages  .............................................................................................................. 9.3.3 

meaning  .......................................................................................................................... 9.3.1 

reporting limits  .........................................................................................................26.4.4 

worked example  ......................................................................................................... 9.3.4 

Loans to beneficiaries 

pension funds  ............................................................................................................12.9.7 

power to grant ............................................................................................................. 4.2.3 

Lump sum death benefits 

pension schemes  ......................................................................................................12.7.2 

qualifying non-UK pension schemes  ...................................................................... 31 

tax changes from 2016-17  ....................................................................... 12.5.3, 12.6 

taxation of  ...................................................................................................................... 12.7 

Lump sum IHT plans 

benefits  ............................................................................................................................... 9.1 

business property relief schemes  ............................................................... 5.9.6, 9.6 

comparison of different schemes  ........................................................................ 9.10 

discounted gift trusts  ................................................................................................... 9.2 

DOTAS  ................................................................................................................................. 9.7 

GAAR  .................................................................................................................................... 9.8 

loan trusts  ......................................................................................................................... 9.3 

reversionary interest trusts  ...................................................................................... 9.4 

variations  ........................................................................................................................... 9.5 

Main residence 

nil rate band  ...................................... 8.9, 13.3.1, 13.3.3, 14.1, 15.1, 15.2.6, 16.3 

Management expenses 

apportionment of (UK and foreign income)  ................................................18.3.1 

HMRC guidance  ........................................................................................................... 5.3.1 

Mandated income 

income tax  ..................................................................................................................... 2.2.1 

Means testing 

state benefits  ..............................................................................................................22.2.1 

vulnerable beneficiaries  .......................................................................................... 23.2 

Mental incapacity 

of trustee: power of attorney ...................................................................... 29.2, 29.3 

removal of trustees  ........................................................................................ 4.2.6, 29.2 

Minors     (see Vulnerable beneficiary trusts) 

Money laundering, prevention of 

annual reporting  ......................................................................................................28.2.3 

determining company ownership  ....................................................................28.2.1 

Foreign Account Tax Compliance Act (FATCA)  ............................................. 28.3 



 

701  

foreign institutions  ................................................................................................. 28.3.2 

fourth/fifth money laundering directive  .............................................. 26.1, 28.2 

generally  ............................................................................................................................. 28 

non-financial foreign entities  ............................................................................. 28.3.2 

registration requirement for trusts  .............................................. 26.1, 28.2.3, 32 

trust registration service 

 .  access to information  ................................................................................ 32.5.13 

 .  dates for returns ............................................................................................. 32.5.6 

 .  deeds of variation  .......................................................................................... 32.5.9 

 .  generally  ................................................................................................................... 32 

 .  HMRC register  .....................................................................................................32.3 

 .  information required  .......................................................................................32.4 

 .  pension schemes  ............................................................................................ 32.5.7 

 .  property-holding trusts  .............................................................................. 32.5.5 

 .  record keeping  ....................................................................................................32.2 

 .  registration requirement (not applying)  ............................................ 32.5.1 

 .  settlor-interested trusts .............................................................................. 32.5.3 

 .  stamp duties  .................................................................................................. 32.5.11 

 .  trusts of life insurance policies  ................................................................ 32.5.4 

 .  unit trusts  ........................................................................................... 32.5.2, 32.5.8 

 .  will trusts ........................................................................................................ 32.5.10 

Multiple settlements 

new anti-avoidance rules  .........................................................................................5.10 

National Insurance 

GAAR  .................................................................................................................................25.8 

Nil rate band 

main residence extension  ...................................... 8.9, 13.3.1, 13.3.3, 14.1, 16.3 

meaning  .............................................................................................................................. 33 

Non-financial entities  
Common Reporting Standard  ................................................................................28.4 

Non-domiciles  
non-resident trusts  ................................................................................................. 17.7.2 

Non-relevant property  
ignored re 10-year anniversary  ...........................................................................5.9.5 

IHT on discretionary trusts  ....................................................................................5.9.1 

Normal expenditure out of income 

meaning  .............................................................................................................................. 33 

Official Receiver 

income payment orders  ........................................................................................ 12.9.5 

Offshore trusts 

2017 provisions  ...........................................................................................................18.3 

attractive for non-domiciles  ............................................................................... 17.7.2 

capital gains tax  ...........................................................................................................5.3.3 

confidentiality re asset ownership  ......................................................................18.3 



 

702 

definition  ........................................................................................................................ 18.2 

income tax  ...................................................................................................................18.3.1 

marriage breakdown  ..............................................................................................20.4.2 

overview of issues  ...................................................................................................... 18.1 

private residences  ...................................................................................................17.9.1 

protected foreign source income  ....................................................................  17.7.2 

registration requirement  .......................................................................................  26.1 

taxation of  ...................................................................................................................... 18.3 

UK residential property (CGT on)  ....................................................................18.3.2 

Parental settlements 

anti-avoidance  ............................................................................................................. 5.3.1 

Parties to a trust 

beneficiaries  ................................................................................................................. 4.1.3 

settlor  .............................................................................................................................. 4.1.1 

three parties (overview)  ............................................................................................ 4.1 

trustees  ........................................................................................................................... 4.1.2 

Partnerships 

family investment companies (as alternative) ............................................... 30.4 

Pay As You Earn 

lump sum death benefits  ......................................................................................12.1.4 

Pension credit 
personal injury trusts (means testing)  ..........................................................22.2.1 

Pensions 

2015 changes  .............................................................................................................12.1.2 

annuities (FA 2015 changes)  ..............................................................................12.6.2 

beneficiaries (nomination of)  ..............................................................................12.17 

by-pass trusts    (see separate heading) 

care costs (impact of pension changes)  .......................................................  21.2.2 

contract-based schemes  ...................................................................... 12.14.5, 12.15 

contributions to  ........................................................................................................12.4.2 

death benefits 

 .  flexi-access drawdown  ................................................................................12.5.2 

 .  income tax  ............................................................................................................ 12.6 

 .  lifetime allowance test  .................................................................................12.6.3 

 .  lump sum  ...........................................................................................................12.5.3 

 .  overview of options  ......................................................................................12.5.1 

defined contribution schemes 

 .  flexibility from April 2015  .......................................................... 12.1.2, 12.1.3 

 .  restrictions on transfers to  ........................................................................21.2.2 

dependants 

 .  definition of  ......................................................................................................12.5.2 

discretionary trusts  ................................................................................................10.4.2 

  



 

703  

flexi-access death benefits 

 .  generally  ................................................................................................. 12.1, 12.5.2 

 .  IHT uncertainty  .............................................................................................. 12.7.2 

 .  member nomination  ..................................................................................... 12.5.2 

generally  ............................................................................................................................. 12 

income tax 

 .  death benefits  ......................................................................................................12.6 

inheritance tax 

 .  by-pass trusts  ....................................................................... 12.12, 12.13, 12.14 

 .  contributions when seriously ill  .............................................. 12.4.2, 12.4.4 

 .  death benefits  ......................................................................................................12.7 

 .  general rules  ........................................................................................................12.3 

 .  gratuitous benefit  ..............................................................................................12.4 

 .  lifetime transfer of death benefits  .......................................................... 12.4.3 

 .  overview of recent changes  ....................................................................... 12.1.3 

 .  QNUPS  ........................................................................................................................ 31 

 .  relevance re pensions  .................................................................................. 12.1.2 

 .  special rules  ..........................................................................................................12.4 

 .  transfer to different pension plan  .......................................................... 12.4.4 

lifetime allowance  ................................................................................................... 12.6.3 

lifetime transfers of death benefits  ................................................................. 12.4.3 

lump sum death benefits  ....................................................................... 12.5.3, 12.7.2 

omission to exercise a right provisions  .......................................... 12.3.1, 12.7.2 

nominees (definition of) ........................................................................................ 12.5.2 

payments to surviving spouse  .......................................................................  12.10.7 

pilot trusts  ......................................................................................................................12.2 

qualifying non-UK pension schemes  ...................................................................... 31 

Rysaffe planning .................................................................................. 12.14.5, 12.14.7 

same-day transfer rules 

 .  introduction of  ............................................................................................. 12.9.11 

special lump sum death benefit charge 

 .  imposition of charge  ..................................................................................... 12.3.1 

structure  ..........................................................................................................................12.2 

successors 

 .  definition of  ...................................................................................................... 12.5.2 

 .  tax on payments to  ........................................................................................ 12.5.2 

transfers of pension rights  .................................................................................. 12.4.4 

trust-based schemes  ........................................................................................... 12.13.2 

trust registration service  ..................................................................................... 32.5.7 

Periodic charges to inheritance tax 

anti-avoidance (limited effect of)  ..................................................................... 5.10.5 

by-pass trusts  ......................................................................................................... 12.13.2 

discretionary trusts  .................................................................................... 5.9.2, 10.4.2 

Rysaffe planning .................................................................................. 12.14.5, 12.14.7 



 

704 

Perpetuities and accumulations 

meaning of perpetuity period  .............................................................................. 4.3.1 

rules against  ................................................................................................................. 4.3.1 

Personal independence payments 

disabled person (definition of)  ..........................................................................23.3.2 

Personal injury trusts 

and state benefits  .....................................................................................................22.2.2 

and trusts for the disabled  ...................................................................................... 23.6 

Criminal Injuries Compensation Authority  ..................................................... 22.9 

choice of  .......................................................................................................................... 22.4 

guardianships  ............................................................................................................... 22.9 

meaning  ........................................................................................................................... 22.1 

mentally incapable clients  ...................................................................................... 22.7 

practicalities  .................................................................................................................. 22.5 

reasons for using  .............................................................................................. 22.2, 22.3 

taxation  ............................................................................................................................ 22.6 

timing  .............................................................................................................................22.18 

Personal integrated trusts 

pensions  .......................................................................................................................12.4.1 

Personal savings allowance 

bare trusts  ..................................................................................................................... 6.2.1 

beneficiaries  ................................................................................................................. 5.3.1 

no entitlement for trustees  ........................................................................ 5.3.1, 7.4.2 

UK resident settlors  .................................................................................................. 6.3.1 

Persons with significant control 
company registers  ........................................................................ 16.4, 28.2.1, 28.2.2 

Pilot trusts 

by-pass trusts  ......................................................... 12.9.1, 12.9.4, 12.10.2, 12.13.2 

curtailment of benefits of  .....................................................................................13.4.2 

definition  ........................................................................................................................ 12.2 

excepted settlements  .............................................................................................26.4.4 

GAAR  ...............................................................................................................................25.11 

generally  ........................................................................................................................ 5.9.4 

lifetime settlements  ................................................................................................13.4.2 

pension schemes  ......................................................................................................... 12.2 

Potentially exempt transfer 

meaning  ............................................................................................................................... 33 

Power of appointment 

where vested  ................................................................................................................ 4.2.4 

Powers of attorney 

best interests test  ....................................................................................................29.3.1 

gifts to trusts (generally)  ......................................................................................29.3.1 

registration of power and gifts  ..........................................................................29.3.2 

use of trusts  ....................................................................................................................... 29 



 

705  

Pre-nuptial agreements 

protection of assets for children  ....................................................................... 20.4.2 

Pre-owned assets (POAT) 

carve-out trusts  ............................................................................................................10.2 

chattels  .............................................................................................................................15.6 

choice of trust  ...............................................................................................................8.2.1 

double trust schemes  ............................................................................................  5.11.2 

excluded property trusts  ...................................................................................... 17.7.1 

foreign domiciliary  ................................................................................................  14.5.3 

gifts with reservation  ............................................................................................. 5.11.1 

IHT plans  ........................................................................................................................... 9.1 

loan trusts  ....................................................................................................................  9.3.2 

meaning  .............................................................................................................................. 33 

pension schemes excluded  .................................................................................. 12.3.1 

principal private residence  ................................................................................  15.2.2 

reversionary lease arrangements  ...................................................................  15.2.2 

reversionary trusts  ..................................................................................................  9.4.5 

revert to settlor  ..........................................................................................................  10.3 

rules explained  ......................................................................................................... 5.11.2 

second properties  ........................................................................................................15.3 

Privacy 

Common Reporting Standard  ............................................................................ 28.4.4 

Probate 

costs  ...................................................................................................................................19.1 

meaning  .............................................................................................................................. 33 

problems of  ........................................................................................................ 10.1, 19.1 

trusts to avoid  ....................................................................................................... 10.1, 19 

Property 

foreign domiciliary  ............................................................................................  15.5, 17 

funding care home costs  ...........................................................................................21.3 

GAAR  ............................................................................................................................. 15.4.1 

generally  ............................................................................................................................. 15 

gifts on death 

 .  overview  ............................................................................................................ 15.2.6 

 .  planning  .............................................................................................. 15.2.8, 15.4.2 

 .  to children via will  ......................................................................................... 15.2.7 

investment properties  ...............................................................................................15.4 

lifetime gifts (planning)  ......................................................................... 15.2.3, 15.4.1 

non-residents CGT ................................................................................................... 18.3.2 

principal private residence  .....................................................................................15.2 

foreign companies owning UK property  ....................................................... 28.2.2 

rent free occupation  ..................................................................................................3.1.2 

second properties  ........................................................................................................15.3 

trust registration service  ..................................................................................... 32.5.5 



 

706 

Protected foreign source income 

offshore trusts  .........................................................................................................  17.7.2 

Protected settlements 

capital gains tax  ......................................................................................................  18.3.2 

generally  ........................................................................................................................  18.3 

taxation of foreign income of  ............................................................................  18.3.1 

Protector 

discretionary trusts  .................................................................................................  3.1.3 

PSCs     (See Persons with significant control) 
Purchase of own shares 

trusts to offer greater flexibility  ........................................................................11.3.6 

Qualifying interest in possession 

meaning  ............................................................................................................................... 33 

Qualifying non-UK pension schemes (QNUPS) 

anti-avoidance  ...........................................................................................................31.6.4 

background  .................................................................................................................... 31.1 

benefits on death  ....................................................................................... 31.5.4, 31.5.5 

commerciality, requirement for  ........................................................................31.6.5 

conditions for IHT freedom  .................................................................................... 31.2 

features of  ...................................................................................................................31.6.1 

financial planning with  ............................................................................................. 31.6 

future direction of ....................................................................................................... 31.7 

generally  ............................................................................................................................. 31 

inheritance tax advantages ..................................................................................... 31.3 

non-IHT advantages  ...............................................................................................31.6.2 

non-UK resident individuals  ...............................................................................31.6.7 

payment of benefits  ................................................................................................... 31.5 

pension income, taxation of  ................................................................................31.5.3 

qualifying as  ................................................................................................... 31.2, 31.6.3 

retirement lump sum benefit  .............................................................................31.5.2 

taxation of  ........................................................................................................... 31.4, 31.5 

UK resident individuals  .........................................................................................31.6.6 

Registers 

Common Reporting Standard  .............................................................................28.4.4 

foreign companies owning UK property  .......................................................28.2.2 

persons with significant control  .......................................................................28.2.2 

Registered pension schemes 

inheritance tax  ..........................................................................................................12.4.1 

Relevant legal entities 

persons with significant control  .......................................................................28.2.2 

Relevant life policies 

background  .................................................................................................................... 24.1 

benefits of  ................................................................................................................. 24.4.11 

definition  .....................................................................................................................24.4.2 



 

707  

employee leaving service  ..................................................................................... 24.4.7 

excepted group life policy  ............................................................................ 24.2, 24.3 

illustrated example  .....................................................................................................24.5 

suitability  ..................................................................................................... 24.4.8, 24.4.9 

tax implications  ............................................................................................................24.4 

Relevant property 

apportionment between settlements  ................................................................5.2.3 

bereaved minors  ...................................................................................................... 23.4.7 

CGT holdover relief  ....................................................................................................5.2.2 

GAAR  .......................................................................................................................... 25.11.5 

gifts with reservation  ............................................................................................. 5.11.1 

inheritance tax  .................................................................................. 5.8, 5.10.1, 26.4.4 

interest in possession trusts  ..................................................................................5.6.2 

lump sum IHT plans  ..................................................................................................9.4.6 

pension schemes  ...................................................................................................... 12.7.2 

same-day transfer rules  ...........................................................................................5.9.4 

simplification of IHT rules  .......................................................................................5.10 

will trusts  ........................................................................................................................13.1 

Remittance basis 

domicile of choice  .................................................................................................... 17.2.3 

excluded property trusts  ...................................................................................... 17.7.2 

reporting funds  ......................................................................................................... 17.7.2 

settlor-interested trusts  ....................................................................................... 18.3.1 

trust income treated as non-savings income  .............................................. 18.3.1 

Reporting Financial Institutions 

Common Reporting Standard  ............................................................. 28.4.2, 28.4.3 

Reporting requirements 

by-pass trusts  ............................................................................................................. 12.16 

Common Reporting Standard  ............................................................................ 28.4.3 

non-financial entities  ............................................................................................. 28.4.4 

persons with significant control  ....................................................................... 28.2.1 

Reservation of benefit     (See Gifts with reservation of benefit) 
Reserved powers laws 

non-UK jurisdictions  .............................................................................................. 20.3.5 

Residence issues 

taxation of settlements ................................................................................ 6.3.1, 6.3.2 

UK resident property  .................................................................................. 17.9.1, 18.3 

Residence nil rate band 

care costs  ..................................................................................................................... 21.6.3 

discretionary trusts, use with  ................................................................. 13.3, 15.2.8 

introduction from April 2017  ................................................................................13.1 

gifts on death  ............................................................................... 15.2.6, 15.2.7, 15.2.8 

investment property  ..................................................................................................15.4 

lifetime gifts: planning  ........................................................................... 15.2.3, 15.2.5 



 

708 

market rent not paid for property  ...................................................................15.2.1 

not relevant for investment properties  ............................................................ 15.4 

reduction for high value properties  ................................................................15.2.6 

will trusts (use in)  ................................................................................ 13.1, 15.1, 16.3 

Residential property 

buying new property in UK  .................................................................................17.9.2 

different CGT rules apply  ...................................................................... 5.3.3, 7.1, 8.8 

domicile changes  ......................................................................................................17.2.5 

holdover relief (CGT)  ............................................................................................... 8.2.3 

IHT rules  ....................................................................................................... 17.9.1, 17.9.2 

in UK: application of rules to trustees  ............................................................18.3.2 

offshore companies  .................................................................................................17.9.1 

offshore trusts  ...........................................................................................................18.3.2 

pre-owned assets  .....................................................................................................5.11.2 

Retained interest trusts 

DOTAS (exception from)  ............................................................................................ 9.7 

Returns of income 

income tax  ...................................................................................................................... 26.2 

Reversionary interest trust 

appropriate use  .......................................................................................................... 9.4.1 

common features  ....................................................................................................... 9.4.2 

DOTAS  ................................................................................................................................. 9.7 

gifts with reservation  ............................................................................................... 9.4.5 

illustrative example  .................................................................................................. 9.4.4 

pre-owned assets  ....................................................................................................... 9.4.5 

reinvestment of trust fund  ..................................................................................... 9.4.7 

relevant property provisions  ............................................................................... 9.4.6 

variables  ......................................................................................................................... 9.4.3 

Reversionary lease schemes 

DOTAS reporting  ....................................................................................... 15.2.2, 15.4.1 

lifetime gifts – anti-avoidance  ............................................................................15.2.2 

lifetime planning  ......................................................................................................15.4.1 

Revert to settlor trusts 

background  .................................................................................................................... 10.3 

protection policies  ...................................................................................................... 10.3 

Rysaffe planning 

anti-avoidance measures  ........................................................................................ 5.10 

background  ................................................................................................................... 5.9.6 

pensions benefits  ................................................................................ 12.14.5, 12.14.7 

Same-day additions 

10-year anniversary charge  ...................................................................... 5.9.2, 5.9.4 

additions to existing trusts  ..................................................................................5.10.6 

commencement of régime  ...................................................................................5.10.7 

exceptions to rules  ..................................................................................................5.10.4 



 

709  

financial products  .................................................................................................... 5.10.6 

multiple trusts ........................................................................................................... 5.10.5 

pilot settlements  .................................................................................... 13.4.2, 25.11.6 

practicalities  ................................................................................... 5.10.2, 5.10.3, 8.7.5 

Savings income allowance 

bare trusts  ......................................................................................................................6.2.1 

Serious illness benefit 

business protection  ................................................................................................ 11.3.2 

carve-out trusts  ............................................................................................................10.2 

Settlement nil rate band 

discretionary trusts  ................................................................................  10.4.2, 19.4.3 

Settlements 

capital gains tax  ...........................................................................................................5.3.3 

meaning  ............................................................................................................................. 6.3 

taxation of (settlor alive and UK resident)  ......................................................6.3.1 

taxation of (settlor dead or not UK resident)  .................................................6.3.2 

Settlor 

as beneficiary  ...............................................................................................................4.1.3 

domicile considerations  ....................................................................................... 17.7.3 

generally  .........................................................................................................................4.1.1 

meaning  ..........................................................................................................................4.1.1 

Settlor-interested trusts 

anti-avoidance  .............................................................................................................4.1.2 

income tax  ....................................................................................................... 5.3.1, 18.3.1 

trust registration service  ..................................................................................... 32.5.3 

Sham trusts 

criteria  ............................................................................................................... 20.3, 20.4.2 

Shareholder 

death of  ........................................................................................................................ 11.3.3 

Shares 

business protection planning  .................................................................................11.3 

purchase of own  ....................................................................................................... 11.3.6 

valuation of  ................................................................................................................. 11.3.7 

Significant influence and control     (See Persons with significant control) 
Single premium bonds 

as tax-effective investments  ..................................................................................... 6.1 

bare trusts  ......................................................................................................................6.2.1 

charitable trusts  ..........................................................................................................6.3.4 

collectives (as investments)  ..................................................................................... 7.7 

discounted gift trusts  ................................................................................................6.2.2 

flexible trusts  ............................................................................................................. 8.10.3 

offshore trusts  ........................................................................................................... 18.3.1 

settlements  ....................................................................................................................... 6.3 

tax planning ...................................................................................................................... 6.4 



 

710 

transfers between trusts  ........................................................................................ 6.3.3 

zero rate savings income band  ............................................................................ 6.2.1 

Split trusts 

DOTAS (exception from)  ............................................................................................ 9.7 

Spousal alienation trust 

pre-owned assets rule  ...........................................................................................5.11.2 

Stamp duties 

care home costs  ........................................................................................................21.6.3 

registration requirement for trusts  .................................................. 26.1, 32.5.11 

SP 10/79  ......................................................................................................................15.2.8 

STAR trusts 

firewall legislation  ...................................................................................................20.4.2 

Statements of practice 

SP 2/75 (now SP E4)  ................................................................................................ 9.5.4 

SP 10/79  ......................................................................................................................15.2.8 

SP 10/86  ......................................................................................................................12.3.1 

Statutory trusts 

intestacy  ............................................................................................................................. 3.2 

Subject access requests 

data protection  ............................................................................................................ 4.3.3 

Tax credits 

dividends (no longer paid with) .......................................................................... 5.3.1 

payments to beneficiaries of by-pass trusts  ................................................12.9.9 

Tax pool 
life insurance policies  .............................................................................................. 5.3.1 

practical definition  .................................................................................................... 5.3.1 

tax credit on dividends  ................................................................................ 5.3.1, 7.5.2 

Taxation of trusts     (see also Capital gains tax, Inheritance tax, etc.) 

generally  ................................................................................................................... 5.1, 5.3 

notifying HMRC  ............................................................................................................ 26.1 

occasions of charge  ....................................................................................................... 5.1 

on establishing a trust  ................................................................................................. 5.2 

on income and gains of a trust  ........................................................................ 5.3, 7.4 

on payments out of a trust  ......................................................................................... 5.4 

single premium bonds  ..................................................................................................... 6 

table of comparisons  .................................................................................................... 7.7 

Terminal illness benefit 

carve-out trusts  ........................................................................................................... 10.2 

Termination of employment 

ill-health/disability  ...................................................................... 24.2, 24.4.3, 24.6.1 

Termination of trust 

generally  ........................................................................................................................ 4.3.2 

Transfer of assets abroad 

settlor-interested trusts ........................................................................................18.3.1 



 

711  

Trust corporations 

remuneration  ...............................................................................................................4.1.2 

Trust period 

meaning  .............................................................................................................................. 33 

Trust property 

removal of, to avoid periodic charge  .................................................................5.9.4 

Trust registration service (see Money laundering) 

Trustees 
appointing and removing  ........................................................................................4.2.6 

as beneficiaries  ............................................................................................................4.1.2 

death of  ...........................................................................................................................4.2.5 

distributed income  .....................................................................................................5.3.1 

duty of care  ....................................................................................................................4.1.2 

duty to inform beneficiaries  ..................................................................................4.3.3 

executors  ........................................................................................................................4.1.2 

in bankruptcy  ............................................................................................................ 12.9.5 

lasting powers of attorney .......................................................................................29.2 

liability in case of negligence  .................................................................................4.1.2 

meaning  ..........................................................................................................................4.1.2 

mental incapacity  ........................................................................................................29.2 

powers  ................................................................................................................................ 4.2 

protector, distinguished  ..........................................................................................3.1.3 

relevant life policies  ............................................................................................... 24.4.6 

removal of  ......................................................................................................................4.2.6 

remuneration  ...............................................................................................................4.1.2 

significant influence and control  ...................................................................... 28.2.2 

Trustees in bankruptcy 

income payment orders  ........................................................................................ 12.9.5 

Trusts 
absolute (bare)  ............................................................................................................3.1.1 

asset protection  .................................................................................................... 10.3, 20 

bereaved minor  ........................................................................................................ 13.2.1 

capital gains tax (overview)  ..................................................................................2.2.2 

chattels  .............................................................................................................................15.6 

choice of  .................................................................................................................. 8.2, 8.11 

Common Reporting Standard  ............................................................................ 28.4.1 

different types  ................................................................................................................. 3.1 

discretionary  ................................................................................................................3.1.3 

DOTAS  ................................................................................................................................. 9.7 

excluded property trusts    (see separate heading) 

family investment companies (as alternative)  .................................................. 30 

flexible  .............................................................................................................................3.1.2 

for minors  .......................................................................................................................13.2 

for the disabled  ................................................................................................................ 23 



 

712 

for the most vulnerable  ................................................................................................ 23 

fundamentals of  .......................................................................................................... 2.2.3 

income tax (overview)  ............................................................................................. 2.2.1 

inheritance tax (overview)  ........................................................................ 2.2.3, 5.3.4 

inter vivos  ......................................................................................................................... 3.2 

interest in possession  .............................................................................................. 3.1.2 

parties  ................................................................................................................................. 4.1 

personal injury trusts  ................................................................................................... 22 

probate (to avoid) ........................................................................................................... 19 

protectors  ...................................................................................................................... 3.1.3 

registration requirement (see also Money laundering)  ............  26.1, 28.2.3 

revert to settlor  ............................................................................................................ 10.3 

significant influence and control  ......................................................................28.2.2 

statutory  ............................................................................................................................ 2.2 

taxation of (overview)  ..................................................................................... 2.2, 5.3.1 

termination of  .............................................................................................................. 4.3.2 

transparency of ownership  .................................................................................28.2.3 

uses of  ................................................................................................................................. 2.1 

will  ........................................................................................................................................ 3.2 

Universal credit 
personal injury trusts (means testing)  ..........................................................22.2.1 

Unit trusts 
trust registration service  ......................................................................................32.5.8 

Unwinding schemes 

double trust schemes  ...........................................................................................  5.11.2 

Value protected annuities 
tax treatment  .............................................................................................................12.6.2 

Vulnerable beneficiary trusts 

2013 changes  ................................................................................................................ 23.1 

generally  ............................................................................................................................. 23 

inheritance tax  ............................................................................................................. 23.4 

meaning  ........................................................................................................................... 23.2 

qualifying trust (defined)  .....................................................................................23.3.3 

tax advantages .............................................................................................................. 23.3 

tax planning  ..................................................................................... 23.3.4, 23.3.5, 23.7 

types of trust  ................................................................................................................. 23.2 

vulnerable beneficiary (defined)  ......................................................................23.3.2 

vulnerable beneficiary election  ............................................................. 22.6, 23.3.4 

Wear and tear allowance 

removal from April 2016  ......................................................................................... 15.3 

Will trusts 

absolute appointments  ............................................................................................ 5.9.4 

bereaved minor trusts  .............................................................................................. 13.2 

business protection ...................................................................... 11.3.2, 11.3.5, 16.3 



 

713  

changing tax law  ..........................................................................................................13.1 

children from previous marriage  ..................................................................... 14.4.2 

dismantling ................................................................................................................. 13.3.6 

everything to surviving spouse  ......................................................................... 13.3.5 

inter vivos trusts distinguished  .............................................................................. 3.2 

loans to surviving spouse  .................................................................................... 13.3.4 

overview  ............................................................................................................................ 3.2 

relevant property regime  .........................................................................................13.1 

parties to trust  ................................................................................................................ 4.1 

tax planning ....................................................................................................................13.4 

trust registration service  .................................................................................. 32.5.10 

 
 

 


