TAXATION OF  INTERNATIONAL TRUSTS IN BARBADOS:
A CLARIFICATION
In general the taxation of trusts is governed by section 40 of the Income Tax Act, which provides at subsection 1 that a trust shall, in respect of the trust property and in respect of the income arising therefrom, be deemed to be a separate individual. The effect of this provision is that in Barbados a trust is taxed as an individual, separate and distinct from the trustee, according to the rates specified in the Income Tax Act, i.e 25% on the first $24,200.00 of taxable income, and 40% of the excess.
The question has arisen whether an “international trust” as defined in the International Trusts Act is subject to income tax.
The answer to the foregoing question is found in section 29(5) of the International Trusts Act, which provides that:
“For the purposes of section 17 of the Income Tax Act, an international trust is deemed not to be domiciled in Barbados.”
Section 17 of the Income Tax Act reads as follows:
In calculating the assessable income for an income year of a resident person who during the income year is not domiciled in Barbados, the following amounts and no others shall be included.
	income derived from Barbados for that income year,

income from an office in Barbados or employment exercised therein for the income year whether or not the contract of employment was made in Barbados and whether or not the employer is resident in Barbados, and 
income from other sources outside Barbados whenever derived to the extent that a benefit is obtained in Barbados from an income in the income year in the form of a remittance of money, an importation of property, the granting of credit by bank overdraft or otherwise or in other form whatever,
and no deductions or allowances in respect of the calculation of assessable income shall be made in respect of income or the production of income not so included.
Therefore, an international trust:
	being domiciled outside of Barbados, and 

having no Barbadian-sourced income accruing thereto, and
no benefit from any foreign-sourced income being derived in Barbados (the settlor and beneficiaries being at all material times non-resident)
is not taxable in Barbados. And, because of its status as being domiciled outside of Barbados, the trust is not entitled to any deductions or allowances in respect of the calculation of its assessable income derived from foreign sources. Furthermore, because the trust is deemed, pursuant to section 40(1) of the Income Tax Act, to be a separate individual, trustees of an international trust are allowed no personal deductions in respect of the trust property.
The foregoing analysis, however, applies only in relation to the international trust.
The tax liability of beneficiaries of an international trust is dealt with by the following subsections of section 29; viz: 
“(1)	Non-resident beneficiaries of an international trust shall not be subject to income tax in Barbados on amounts allocated or distributed by trustees out of trust income.
	Amounts allocated or distributed out of capital of the trust to eligible beneficiaries are exempt from tax in Barbados.
	A beneficiary, who is a resident of Barbados shall be subject to tax in Barbados on trust income in respect of any year during which he is a resident of Barbados.”

Therefore, in the absence of section 29, a non-resident beneficiary of a Barbados international trust, receiving income therefrom, would be considered as receiving Barbados-sourced income and would be liable to tax in Barbados thereon.

