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Impact of the EU fifth Money Laundering
Directive on trusts
A look at the outcome of the Technical Consultation on the EU fifth Money Laundering Directive for trusts

In this short paper, we summarise the outcome of HM Revenue
& Custom’s (HMRC) long-awaited Technical Consultation on the
implications of the EU fifth Money Laundering Directive for trusts,
particularly:

■

■

What will change and
how will this affect you?
What exceptions are
there to the new rules?

■

■

HMRC use the Trust Register as a method of issuing trustees with a
Unique Tax Reference which is required to file a tax return.

What will change?

What is the deadline for
trustees to register?

From March 2020, trustees of UK trusts will need to register and
provide certain information irrespective of whether a liability to UK
taxes arises.

What penalties will apply
for non-compliance?

Scope is also extended to non-UK trusts where the trustees:
• are liable to UK taxes or

Overview
On 10 January 2020, the UK adopted the EU fifth Money Laundering
Directive, despite leaving the EU on 31 January 2020. Due to the
extensive changes introduced by the Directive, the Government
issued a consultation document in April 2019 seeking views
from stakeholders and industry professionals on how the new
requirements should be implemented. On 24 January 2020 HMRC
published the results of this technical consultation. On 15 July
the Government announced their response to the trust register
consultation.

Background
The fourth EU Money Laundering Directive required all UK express
trusts in existence on 6 April 2016 with a UK tax consequence to
register with HMRC by 31 January 2018. This captured all UK trusts
that are not considered dormant as well as non-UK trusts with a UK
tax liability. Trustees also became responsible for maintaining their
records on the Trust Register and are required to confirm in their
annual tax return that the register is up to date with any changes.
For new trusts set up after 6 April 2016, trustees had until 5 October
following the end of the tax year in which they first have a UK tax
consequence to register.

• acquire an interest in UK land on or after 10 March 2020 (these
trusts will be on the register but not subject to third party data
sharing provisions unless they are required to register under one
of the other categories)
• enter into a business relationship on or after 10 March 2020
with a UK entity required to carry out due diligence on its clients
(accountants, lawyers, banks, etc.) unless information regarding
the beneficial ownership of the trust is held on a central register
within another EEA country if at least one of the trustees is UKresident.

Are there any exceptions to the new rules?
Whilst the new Money Laundering Directive offers no exception or de
minimis limits, the Government accepts the following trusts present
minimal risk to money laundering or terrorist financing and are
therefore considered exempt:
• Charitable trusts
• Statutory trusts (imposed as a result of intestacy) and those
created by court order
• Trusts which exist as a consequence of holding property jointly
e.g. land, bank accounts, shareholdings, etc.
• Maintenance fund trusts (historic buildings), approved share
option schemes, vulnerable beneficiary trusts and personal
injury trusts
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• Life policy trusts where the proceeds of which are only payable
on death or permanent illness of the life assured
• Registered pension schemes held in trust
• Authorised Unit Trusts, certain trusts used as part of
financial markets infrastructure and those trusts incidental to
commercial transactions
• Co-ownership trusts where the trustees and beneficiaries are
the same persons
• Will trusts created on death which only receive estate assets
or life assurance proceeds and which are wound up within two
years of death
• Existing trusts whose assets are valued at less than £100 or
until further assets are added (pilot trusts)
These exemptions will not apply when the trust in question becomes
liable to UK taxes and will therefore be required to register in the
usual way.

What information is included in the registration?
The information that needs to be disclosed as part of the registration
is dependent on whether there is a UK tax liability. For trusts with a
UK tax liability, trustees will have to provide the same information as
under the fourth Money Laundering Directive, which we addressed
here. For trusts without a UK tax liability, the following is required in
relation to the beneficial owners of the trust:
• Name
• Date of birth
• Nationality
• Country of residence
• Extent of beneficial ownership

When do trustees need to register?
• Trusts already in existence on 10 March 2020 have until 10
March 2022 to register
• New trusts created after 10 March 2020 must register within 30
days or by 10 March 2022, whichever is the later
• New trusts created after 10 March 2022 must register within 30
days
Once trusts are registered on the updated system, trustees will have
30 days from when they are aware of any changes to update the
details.

Are there penalties for non-compliance?
There are two offences: ‘Failure to register’ and ‘Failure to update the
register with changes’.
Generally, a first offence will not carry a penalty unless it is
considered a deliberate failure. All, and any subsequent, failures
to register or amend the Register will attract a penalty of £100 per
offence.

Closing thoughts
Clarification on how the new rules will work in practice is most
welcome. It’s also pleasing to see the Government and HMRC
applying common sense by excluding some arrangements which
clearly were not intended to be caught by the new rules.
It is disappointing that bare trusts and nominee arrangements are
not included in the list of exceptions. However, the exemptions for
trusts used in commercial transactions and authorised unit trusts is
a welcome addition to the list of exemptions.

Get all the latest Blick Rothenberg insights in your inbox. Sign up online at blickrothenberg.com/insights

Impact of the EU fifth Money Laundering Directive on trusts

HMRC’s response issued in January caused concern to UK advisers
who are engaged to provide UK advice to non-UK resident trustees.
This is because the business relationship between the UK advisers
and the offshore trustees created a need for the non-UK resident
trust to be registered. It is most welcome that the Government
accepts the industry’s concerns relating to this and have agreed
this should only apply to cases where there is a UK resident trustee.
This will allow UK advisers to continue to advise offshore trustees
without having to register the trust to which advice is being given.
It remains unclear what information will be required from trustees
without a UK tax liability but that have a requirement to register.
This seems to focus predominantly on the beneficial owners, but
undoubtedly some information relating to the trust will be needed.
That said, this will now only apply where the trust has one UK
resident trustee and therefore cases will be few and far between.

Contact us
Our team of expert private client advisers has
many years of experience advising on trusts and
estates at all stages of their lifecycle.
If you would like to discuss further how the new
Directive affects you, please get in touch using the
contact details below.

Trevor Harris
Director
Private Client
+44 (0)20 7544 8863
trevor.harris@blickrothenberg.com

16 Great Queen Street
Covent Garden
London WC2B 5AH
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