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An offshore trust can protect your assets

Ey Stephen H. Telford

Ars you concerned with the
riak of Liability exposure, particu-
larky to your business or profes-
rion in today's incressingly liti-
gious society? [f 0, you may want
to consider one of the mewest
tools in saset protection, the off-
shore trust.

What is an offahors truast?
Basically, it is m trust which is
eatablished in & country outside
the United States with laws
favorable to an individual deair-
ing to protect his or her assets
lrom unwanted creditors.

Somw countriea provide better
protection than others. As a
remult, the country to be used for
eatablishing an offsbors trust
should be carefully e

One key factor is the Lime
period imposed for setting aside
tranafers of assets under a partic-
ular country’s fraudulent con-
voyastice laws, Such laws are
designed to prevent individuals
from transferring assets to inten-
tionally avaid ceditors” claima,

Most frauduleat cooveyancs
laws do pot allow individuals to
tranafer misets when claims are
ﬂi or whare the tranafer

pta them Capsequently,
assety should be transferred inta
an cffshore trust whils an indi-

deant to cover any peoding claim,
Thers ars other droumstancss
where a transfer of assets may be
country’'s laws, =
much factors should be carefully
analyzed in dedding whether to
creats an oflashore trost for asset
protection.
Crther optlons
Thers ars several things
which can be done to protect
asnats short of creating =a ofl-
shore troot. For exampla, & good
Eﬁnd.i:pd;qm

unadnﬂ:rhuunpuhmg wiy
rotection. La

muich protee.

Tha creation of an enti
o & limmited i
company or & Qmitsd partner-

ip, sither for conducting busi= -
Tha

n:uur for holding assets, can
.th:rldi
mtum tore, par-
teularly whare other investors
hold an interest in the entity

Lh.un:ﬁlry uﬂumlr have conais
completely separats fom ther
parsacal i .

An individual's home can be a
soures of lmited protection, too.
Under [dahs law an individual s
sntitled to an axemption for his
or her princpal residence in the
amount of 250,000, This type of
protection 3 called the home

siead exemption. [a certain or-
cumatances, the homestaad
exemption can ba waived by an
Individual for the claimas of select-
ed ereditors, such as whers an
individual places s mortgage
againat his or her reaidence.
Ratirement benelits may also be
entitled to some protection under
Tdahe statutary law

Otfshere trust optlons

If an individual's asset protee
tion concerns cannot be ade-
quately met by thess commonly
available means, uss of an ofl-
share trust should be considered
When an offsbors trust is created
for assets protection, the goal is

to make it & "tax neutral” event
In other words, thers ahould ba

po transfer tax implication, and

-du tax treatment of income

should remain the same
qugm thers is & gquestion

property inta the offahore rust
should be treated for tranafer tax
purposes. The [ssuw in whether
the tranafer should be trestsd as
acompleted gt subject to gift tax
ar Ihﬁﬂﬂrﬁ“ﬂ! h%d-
ered an incomplets gift which is
inchuded in the indi-
vidual's estals upon bis or her
death,

If the offshors trustes has the
ability to return the assets of the
trast bo the individual cesting
the trust, but neither that indi-
vidual nor that individual's aed-
itors can ferce s reburn of the
asgets without the brustee’s
spproval, the mitis]l traosfer
aasets into the offahors trust is &
completed gift which will be taz-
able unless the unified credit of
the individual is available for use
or the bansfer is within the

&

g joals. Receot legislation
B a3 part of Presidect
Clintan's Small i Jab
Protecticn Act has made obtain-
ing trost status mors dif-
t than it has beea in the
e i the Act

Tf:ﬂ are potentinl disadran-
tages to be weighed whea consid-
srung the use of the oifshars trust
a3 s [orm of asset protection. The
individual's lack of coatrol over

distributions from the trost and
other administrative responaibili-
ties and functions provides the
assat protection. Thuas, the more
such decisions, the less asset pro-
tecticn will be arailable to him or
har Consequently, an Individual
must (eel very comfortable with
g‘mmhmldm who will be
of bolding and manag-
ing the masets of the trust In
addition, an individual must co-
gider that the offshore trusies
will moat likely invest the easets
of the offshors trust in foreign
securities markets and other sim-
ilar investments,
These Ebypes of investments

provided by various governmen-
tal inatibstions and lews in the
United States, such a3 the Stats
of Idaho's Department of Floance
or its "blue sky'" laws and reguls-
tions, or the Federal Depasit
Inmarance Corporatica or the
Federal Securitien and Exchangs
Comminsion and any of the corre-

aspirations.

tee all of v, O1d Molher Hubbard was oncs
young u:tr!tlic. and filled with

The znall dog hdm:ylln!nifuﬂhd.:‘d
waorieed 50 hard b mamntain, had Analy started
showing a profit and sorme solid growth potential
Unidortunately, [itle conmideration was ghven to

spooding laws and regulations,
The cost of establishing and
maintaining an offshors trust
may also its use,
The offahors asset protection
trust can alsc be used as an

gilt tax exclusion, the unified
eredit or the generation lhppm;
tranafer tax exemption,
.ﬁnuﬁlhﬂnﬁ'lu‘t-:nuidﬂub.
used in conjunction with a family J9
limited partnership. In such a sit-
uation, most of the partnership
intsrests could be held by H:.u-
tust as s limited partner. As a

m“mnhﬁ-h-hmy
rofession or buziness and

‘“l fssels in your imvestment
portfolio which deserve m::.
mmmvmlhuh.m;
at the offshore trust poasibilities.

limited partner, the trust only F"""“Wﬂlh‘lﬂ.mnm}-

bas a Anencal intarest. The indi-  fed tex professional and adviscr
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eould retain the right to manage Seve Telford Is an attorney who practices In

the aasets a5 the general Pm the area of estate planning and asset
protection In the Treasure Valler with the

1Fan unwanted claim erer m law firm Telford Law &AP Consultants. He

a distribution could then be

made, with the majority of the

retirerrent planring, The prospect of reaching that Give us a whistle] We won't just toss you any
time in her e seemed 5o distant that there oid bane. We'll assign you to ome of our
would be plenty of tirme bater o consider retirement planning professionals who can
her retirement chjectives. Of course, outline a retirement program tadlored
retirement came all oo quickly and " specifically far you and your arganization.
were it not for 3 small royalty gadned by Ms, Hubbard :
through the wse of her name in an ciacoe pees of : “
poetry, she would have fxced total francil ruin,
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Camparry wants to ht1p, Our services extend well
beyond traditional accounting and tax preparation
services. We're professionals, with a proven track
record (serving the region for over 30 years), and
we're aratious o help keep your cupboard stocked
with services ranging from retirement planning,
to peruion Sesign, and administration.

15 also a Member of the offshere Institute.




