
Technical insights - 
Quick reference guide 1
Taxation of investment bonds - who is assessable for chargeable event gains?

This guide will enable you to identify the party who will be taxable for chargeable event gains on an onshore or 
offshore investment bond. This guide is not suitable for investment bonds held by companies or where the bond 
owner is deceased.

For financial advisers only

Notes:
* �Parental Settlement rules apply for beneficiaries who are the minor children of the Settlor. Income in excess of £100 is 

taxable on the Settlor.
** �Where there is more than one, apportion the gain between them and continue the flow chart from this point for each. 

This may result in a split treatment of the gain.
*** �The Trustee rate is 45%. They have a tax free amount of £500, which is divisible by the number of discretionary trusts 

created by the same Settlor. The minimum band is £100. Where income exceeds the amount, all income is taxable.
**** �Though the tax is assessed on the Settlor’s marginal rate. Assuming the trust deed they have a statutory right to reclaim 

the tax paid from the trust.

Is the bond in trust?

Is the beneficiary a  
UK resident?**

No

Yes

Is it bare trust?

Has the event occurred 
during the Settlor’s  
lifetime OR tax year  

of their death?**

No

Yes

Was the Settlor UK  
resident during the tax  

year of the event?

Yes

Chargeable gain is assessed  
on the Settlor at their 

marginal rate. Top slicing relief 
may be available.****

Chargeable gain is assessed  
on the Trustees.*** Top slicing 

relief cannot be used.

The gain is charged to the  
UK resident beneficiaries to 

the extent of the benefit they 
receive. Top slicing relief 

cannot be used.

No UK tax to pay on the gain.

‘Dead Settlor’ rule applies.  
No UK tax to pay on the gain.

Chargeable gain is assessed  
on the beneficiaries.* The gain 

is split according to their 
share of the trust fund. Top 

slicing relief may be available.

No UK tax to pay on the gain.

Chargeable gain is assessed  
on the owner – Top slicing 

relief may be available.
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Is the bond owner  
resident in the UK?**

No

Was the bond invested 
before 17 March 1998 
without variation since  

that date?

Did the Settlor  
die before  

17 March 1998?

Are one or more of  
the Beneficiaries UK 

resident?

Are one or more  
Trustees UK resident?


