
Global Legal and
Professional Services

>>

ADVISORY
Industry Information

COVID-19 Implications for Economic      
Substance in Guernsey

The continued deployment of government measures to prevent the spread of COVID-19 and protect people’s health are having an impact on 
how companies continue to meet their economic substance requirements. Concerns have arisen that measures, such as restrictions on travel 
and voluntary/mandatory self-isolation, could cause difficulties for companies required to comply with economic substance requirements in 
Guernsey.

Under Guernsey economic substance legislation, certain companies that are either tax resident in Guernsey (or would be so resident but have 
exempt status) must comply with economic substance. Companies that are tax resident in Guernsey include companies that are registered, or 
centrally managed and controlled, in the Island. 

Economic substance requirements include obligations for companies to demonstrate that they are both directed and managed, and performing 
core income generating activities (CIGA), in Guernsey. The directed and managed requirement is separate and distinct from the centrally managed 
and controlled test used to determine the tax residence of foreign registered companies.

The States of Guernsey’s Revenue Service has stated that it will take a pragmatic approach when assessing a company’s compliance with economic 
substance requirements whilst government measures are in place, clarifying that:

1. It is expected that COVID-19 measures will only impact on the ability of a company to comply with the directed and managed requirement. 
It is still expected that a company will continue to meet the other economic substance requirements, including the CIGA requirement. 

2. A company subject to economic substance requirements should maintain and retain relevant records evidencing its COVID-19 policies and 
any relevant government imposed restrictions. 

3. Where a company does not comply with economic substance requirements due to COVID-19 measures, a Revenue Service Inspector will 
undertake a review of the company’s tax return and affairs. 

4. The exchange information by the Revenue Service with other relevant tax authorities on a company as a result of its failure to comply would 
include information provided by the company on the impact of COVID-19 measures. 

The guidance applies to measures adopted since the beginning of the COVID-19 pandemic and will remain in place whilst travel restrictions 
continue. The guidance is therefore relevant for periods or part periods since the first quarter of 2020.

Companies that are subject to economic substance requirements should consider the operation of their business since the start of the pandemic 
and how the guidance impacts on their compliance.  Such companies may need to make adjustments to their business practices to assist with 
compliance going forward, and may want to consider the appointment of alternate directors who are in Guernsey. 

February 2021



BERMUDA    |    BRITISH VIRGIN ISLANDS    |    CAYMAN ISLANDS    |    DUBAI    |    GUERNSEY    |    HONG KONG    |    IRELAND    |    JERSEY    |    LONDON    |    SINGAPORE

© 2021 WALKERS www.walkersglobal.com

Global Legal and
Professional Services

As clarified by the guidance, companies that are subject to economic substance requirements and which have adjusted their operating procedures 
as a result of COVID-19 measures should clearly record in their books and records the procedures that are being applied, including in board 
minutes for meetings where directors have not been physically present due to implementation of such measures. If companies intend to hold 
virtual or remote meetings, they should also check that virtual meetings (including meetings by telephone) are permitted by their Articles of 
Incorporation. All other normal protocols for meetings should also be observed.

Companies must be mindful of the consequences of any adjustments to their operating procedures in jurisdictions other than Guernsey, which 
may not take into account the COVID-19 pandemic when assessing the tax residence of companies. 

Walkers has a dedicated Regulatory & Risk Advisory Group that can offer bespoke privileged legal advice and guidance in connection with all 
aspects of the Channel Islands’ regimes for economic substance.

Disclaimer
The information contained in this advisory is necessarily brief and general in nature and does not constitute legal or taxation advice. Appropriate legal or other professional advice 
should be sought for any specific matter.
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