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This note should not be taken as constituting legal 
advice – it is a general summary of the key issues 
flowing from the legislation cited below.

Guernsey: international  
occupational pension schemes

International occupational pension schemes in Guernsey – sections 40(o) and 40(p) of 
The Income Tax (Guernsey) Law, 1975

Section 40(o) exempts from Guernsey income tax “the income derived from investments or deposits of any 
superannuation fund which is established in Guernsey”.

Section 40(p) exempts from Guernsey income tax “any superannuation benefit which is paid out of a superannuation 
fund to which paragraph (o) of this section applies and which is paid to a person who is not resident in Guernsey”.

The requirements of section 40(o) that must be met for a pension scheme to qualify for the above exemptions from 
Guernsey income tax are that it:

• must be bona fide established under irrevocable trusts;

• must be established in connection with the carrying on of business or the exercise of functions wholly or 
mainly outside Guernsey;

• has for its sole purpose the provision of superannuation benefits for: 
-   persons employed in the business or in connection with the exercise of functions wholly outside Guernsey, 

and

 -   for the widows, children or dependants of persons who are or have been so employed, on the death of 
those persons; and

• is ‘recognised’ by the employer and by the persons employed in the business or in connection with the exercise 
of functions.

In addition to the provisions of section 40(o) the Guernsey Income Tax Office does operate an informal approval code 
which it applies to these schemes to ensure they maintain their function of providing superannuation benefits in a 
universally recognised manner.  Broadly, the code states:

• normal retirement date should not be prior to age 50 other than in exceptional circumstances (eg it is normal 
in the particular occupation or country of employment for retirement to take place earlier) or due to the 
employee’s serious ill-health or redundancy.

Strictly on a case by case basis, subject to the particular facts, the Guernsey Income Tax Office has in the past been 
prepared to grant a dispensation for schemes offering benefits on end of service which therefore may be payable prior 
to age 50.  This is particularly helpful as it allows employers in jurisdictions where there is a legal requirement to provide 
an end of service benefit to employees (in particular many Middle Eastern jurisdictions) to use this vehicle to meet these 
requirements.

The intention is that a section 40(o) scheme should be as flexible as possible, whilst remaining a bona fide trust 
(e.g. effecting the segregation of the scheme’s assets from the employer’s assets) and retaining the core ‘universally 
recognised’ features of a pension scheme.
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The appeal of section 40(o) schemes is that they offer employers (typically but not exclusively multi-national 
companies): 

• the ability to offer a single pension scheme to all ‘international employees’ rather than establish a scheme in 
each jurisdiction in which the company has employees;

• where employees frequently transfer between jurisdictions for their employer it avoids the employee accruing 
benefits in a number of separate schemes in a number of separate jurisdictions (transfers of benefits between 
schemes may not be desirable due to the tax treatment of the transfer of accrued benefits from certain 
jurisdictions);

• certain jurisdictions do not ‘lend themselves’ to employee pension provisions for reasons which may be tax 
driven, legal and regulatory or just practical eg. integration of private pension arrangements with state pension 
arrangements, lack of or too great a degree of regulation, tax issues surrounding either or both contributions 
and benefits;

• no cap on contribution levels;

• no cap on level of emerging benefits;

• no investment restrictions (but subject to trustee fiduciary ‘prudence’); and

• no Guernsey tax payable on contributions, investment growth or emerging benefits.

Section 40(o) schemes are generally established by the Guernsey trust company which will administer the scheme.  
Typically the documentation will comprise a trust deed setting out provisions relating to, for example, investment 
powers, appointment and retirement of trustees, trustees’ general powers, internal accounting provisions, expenses and 
employer obligations.  The documentation will also include a set of ‘rules’ (either incorporated into the trust deed or 
otherwise) setting out general provisions relating to scheme benefits.

An employer company may establish its own bespoke scheme and provide for other group companies to join.  Whilst 
the Guernsey trust company acts as trustee, the employer may have input into the design of all features of the Scheme 
and its documentation.

An alternative form of arrangement is for the Guernsey trust company to establish its own ‘master scheme’.  Employer 
companies (and any other of their group companies) join the master scheme and establish their own ‘ringfenced’ 
section in it with the rules only specifically tailored to its own requirements e.g. contribution levels and retirement ages.  
The assets of the ringfenced section are entirely separate from the assets of any other ringfenced section established for 
unconnected employer companies.

It should be noted that the (prospective) employer and members are advised to take into account tax and other relevant 
factors in the jurisdictions of their residence and domicile which may impact on their decision to establish or join, or 
continue the sponsorship or membership of, an international Guernsey Section 40(o) occupational pension scheme.
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Between them, Nicholas Donnithorne and Anna Gray at Babbé have over 25 years’ experience advising the pensions industry on 
trusts and pensions law.  They have advised government and industry bodies, private individuals and commercial trustees.  If you 
have any questions in relation to the above, please contact:


