
Guide to Personal Injury Trusts

If you have received compensation in excess of £6,000 as a result of a personal injury, and are in
receipt of means tested state benefits and/or Local Authority support, the compensation award, if
paid directly to you, will result in the loss of these income related benefits.

How do I keep my benefits?

You can do this by setting up a Personal Injury Trust, sometimes also known as Special Needs Trust or
Compensation Protection Trust.

What other advantages are there?

Even though you may not be in receipt of means tested benefits now, should you be eligible in the
future, the Personal Injury Trust will still give protection, provided it was set up at the time the
compensation monies were received.

In addition, the trust would be useful for those people who are mentally incapable of managing their
affairs, the elderly or for people who may not be used to handling large sums of money.

If the compensation monies are placed in a Personal Injury Trust, and you need assistance with your
care in the future, monies in the Personal Injury Trust are disregarded by the Local Authority in
assessing contributions to the cost of the care.

How does the Trust work?

The trust is set up by signing a Trust Deed which we would prepare on your behalf.  Any
compensation paid as a result of the injury would then be payable to the “Trustees of the [your
name] Personal Injury Trust.”

A bank or building society account would need to be set up in the names of all of the Trustees after
the Trust Deed is signed.  We will provide you with a certified copy of the Trust Deed which you will
need to take with you when opening the account. The compensation monies would then be paid into
the bank /building society account set up by the Trustees.

The monies in the trust can then be used by you.

Who can be a Trustee?

The Trust will need at least two Trustees, but it is advisable that there should be three, one of whom
could be you. The remaining Trustee(s) can be anyone of your choosing, the most important factor
being that you trust them. They must be over 18, and can be another member of your family, a
friend, or even a professional trustee, such as a solicitor.

Here at Atherton Godfrey, we can act as your Trustee(s), but please bear in mind, there will be a
charge for acting as your Trustee and administering the trust.



How do I gain access to the money?

All the Trustees will sign withdrawal slips or cheques. All the Trustees have to agree to any payments.

Care must be taken to avoid making payments from the Trust into your own bank account, to ensure
the means tested state benefits/Local Authority Support capital limits are not breached.

Generally, the best advice is for the Trust to make payments directly to providers of goods and
services, avoiding the need for the Trustees to transfer money into your own account.

You can also receive income payments from the Trust but again, care needs to be taken not to
exceed the capital limits for means tested benefits.

Do I have to tell the Benefits Agency about the Trust?

Yes, but we can do that on your behalf by sending them a copy of the Personal Injury Trust Deed.

Do I need financial advice?

Depending on the likely amount of the award, we would always advise seeking financial advice.  This
should be done as soon as it is clear that a compensation award is to be made, and the likely amount
of the award. That way, planning to get the most from your compensation award can start
immediately.

We are unable to give financial advice but can suggest a number of Financial Advisors who will be
able to assist and advice you. Please note that in doing so, Atherton Godfrey receive no payment or
referral fee for this.

Can I make further payments into the Trust?

Only money received as a result of the personal injury may be paid into the Trust. If income is
received through having the personal injury compensation, this can be retained in/paid into the Trust
as it has been received because of the personal injury.

Different types of Trust

There are a number of different sorts of Personal Injury Trusts, and the one that is created will
depend on your own particular circumstances.  We will tailor the Trust to your own individual
circumstances.

The types of Personal Injury Trusts that can be set up are:-

1. A Bare Trust

This is the simplest of Trust and effectively means that the Trustees hold the compensation
money for you as sole beneficiary. You can use the money from the Trust for your own benefit
and for whatever you need, although the Trustees will still have to agree. Much of the control of
the Trust will rest with you and you could even end the Trust should you so wish. You could also
change who the Trustees of the Trust are. This applies even if you are not appointed as a Trustee
yourself.

In the event of your death, any remaining money in the Trust will form part of your estate. It is
therefore extremely important that you make a Will, setting out who is to benefit in the event of
your death, not only from the Trust, but from any other assets in your estate. We will advise you
fully on making your Will.



2. A Life Interest Trust

In this sort of Trust, you have what is known as a life interest in the Trust, meaning that your
Trustees must make payment to you of any income arising under the Trust and can make
payments of capital to you.

In addition, apart from yourself, there will generally be a number of other people
(beneficiaries) named in the Trust who can benefit from capital payments from the Trust.
The Trustees have to agree to any payments of capital made, and can make them either
directly to you or to the supplier of any goods and services provided to you.

You cannot end the Trust – only the Trustees can do this.  The Trustees have a duty not only
to you but to the other beneficiaries named in the trust, (the remaindermen). As with a Bare
Trust, you can change who the Trustees of the Trust are.

This type of Trust also has to be reported to HMRC and tax returns have to be submitted
annually to them.

In the event of your death, unless specifically stated in the Trust document, the Trust fund
will not be distributed under the terms of your Will or under the rules of intestacy if you
don’t have a Will. Instead, the Trust Deed should make provision for the distribution of any
such remaining funds by the Trustees to any of the beneficiaries named in the Trust.

3. A Discretionary Trust

In this sort of Trust, you will be one of a class of potential beneficiaries who can benefit from
the money in the Trust but it will be up to the Trustees to decide who benefits and all the
Trustees have to agree.

The Trust Deed will set out the length of time the Trust can last, usually 125 years, or for the
period of your life. Under this type of Trust, you cannot require the Trustees to give to you all
the capital in the Trust. In addition, it is the Trustees who have the power to change the
Trustees, rather than you alone, (unless the Deed provides otherwise).

This type of Trust also has to be reported to HMRC and tax returns have to be submitted
annually to them.

In the event of your death, any remaining monies left in the Trust are not distributed under
the terms of your Will or under the rules of intestacy, but rather the Trustees will continue to
administer the Trust and make payments at their discretion. The Trustees have the ability to
end the Trust.

There are important taxation consequences on setting up this type of Personal Injury Trust,
and again, this is something we will advise you on when discussing which type of Trust suits
your particular circumstances.

If you would like further information, please contact our Wills and Probate team on 01302 320621 or
email info@athertongodfrey.co.uk
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