Offshore “all perils’ insurance?
You may need to fill some gaps in your liability coverage

8Y STEVE TELFORD

hances are you and everyons
else reading this article face the
paossibility of being suwed at
some paint in the fubwre.

Hopefully, you are covered by some
tvpe of Liability insurance to protect
against just such a contingency. For
you, perhaps the Labiity coverage is
part of your automobile insurance.
bayie, it i3 included in your homeown-
er's policy. [t might even be found in a
commercial lability pelicy for your
business. ts source depends on many
factors.

How goad are your insurance poli-
cies? What do they really cover? How
many loophales are there in them?
These are all good questions you shauld
be asking your insurance agent on a
regular basis. Upon reviewing youwr
policies, whether the coverage is part of
your homeogwner's palicy, automaobile
policy, or business insurance policy, you
will discover that a myriad of activities,
items, and events potentially creating li-
ability for you are not covered under
any of them, You will undoubtedly find
that these gaps in coverage have been
intentionally drafted into your policies
by your insurance company through
various exemptions and exclusions,
and through outright omissions in cov-
eruge.

When you find these gaps, what are
your options? In some mstances, you
can expand caverage o fill in some of
the gaps like newly discavered pat-
hales, assuming your IRSUFARCE COMpPa-
ny & willing ta do sa. If you take this
approach, you will want to know the
impact any additional insurance will
have an your annual premium bill. This
expangian in coverage is often called a
“rider”.

Another alternative may be to segre-
gale your assets and your patential lia-
bilities from each other through the cre-
ation of various legal entities, such as a
corparation, a limited liability company,
a limited partnership, or a combination
of some or all of them. [f you take this
approach, you will need to involve a
qualified attarney to properly establizh
each of these entities, Before undertak-
ing such planning, you will also want to
discuss the impact such planning will
have an the annual tax preparation fees
charged by your CPA. There i5 no
question that when properly done, such
planning can enhance your asset pro-
tection and reduce your liahility expa-
sure. However, you will have to relin-
quish a certain degree of control and
some financal benefits in exchange for
such protection.

An integrated estate planning trust

astablished in an affshare junsdiction
with favorable dsset protection laws is
yet another altermative. [n many ways,
this approach is supenior o asset and bi-
ahility segregation through entity ore.
ation. Thus type af planning has been
usad far years by individuals concerned
with managing risk in Europe and in
the Far East. Recently, this approach
has received a great deal of attention
here in the United States. [n fact, sever-
al states have actually adopted new
trust legislation amempting to imutate
such offshore planning opporturities.
Such states include Alaska, Delaware,
Mevada and Rhade lsland. One of the
major problem with these new domestic
trust solutions is that under the United
States Constitulion, ezch state must
give “full faith and credit” to the judg-
mienits of the ather 49 states belonging
0 the wnion.

Consequerntly, a judgment against
vaou for an automabile accident in [daho
in excess of your Hability policy limits
will expase all of your personal assets
ta confiscation, including any suck as-
sets you might have transferred into an
Alaskan trust or Nevada trust pnor to
the incwdent where you retained a too
much control over the trust or where
you are eofitled to receive financial ben-
efits from the trust. '

Contrast this result with the pratec-
tion provided by a trust created inthe
Cook Islands or some ather favacable
foreign jurisdiction. When your estate
15 fit by an unexpected lawsat, an inte-
grated estate planning trust created in
the rght jursdiction will Faise the fol-
lowing additional barriers for any ag-
gressive lawyer handling the matter:

1. Many fareign countries with favor-
able asset protection laws refuse to rec-
agnize a judgment entered in the Urnit-
ed States, making any adverse ruling
against you heee in Idaho ineffective in
relation to the trust assats. [nstead, the
person suing you will have to initiate &
new lawsuit against the trust in the
country where the trust was estab-
lished.

2. Oftan, the laws in these countries
will shuft the burden of proof to the
challenger attacking any rust assets. |
[n some jurisdictions, this standard has
been greatly increased from a mere
“preponderance of evidence”, the stan-
dard commoanty used in civil procesd. |
ings, to the “beyond reasonable doubt”
standard appled m criminal cases.

3. The time limits for launching an
aftack on any assets placed in trust has
alsa been signuficantly reduced by such

- laws, [nsome nstances, the deadline -

for challenging an asset transfer mnto a
trust may expire within one year from
the date such a ransfer s made.

4. The persan suing you will also be
surprised to learn that in most of these
oountries, contngency fees are not al-
lowed. [n other words, the person su-
ing you will be forced to retain legal
counsel in the country where the tnise
was established and to pay such coun-
sel throughaout the course of the pro-
ceedings in that country:

5. The person suing you will be
farced ta incur ather profubitary ex-
penses, such as the cost of transporiing
wilnesses across oceans to appear in
ihe courts of the fereign county where
the trust was established,

These are just a few of the signifi-
cant abstacles your apponent will have
to avercome. [f the planning is properly

done, your opponent will ultimately run
mita a brick wall and recagrize the futl-
ity of attacking the trust, encouragng
your oppanent ta settle within your lia-
bility insurance policy Limits. As are-
sult, the litigation playing field has been
leveled far you and maybe even slanted
in your favor. Once again, the key ta
implementing this type of planning is to
do it before a claim i5 made against
you. If you are seriously interested in
protecting your assets from unexpected
liabilities, you need to act now by con-
tacting a qualified professional and cre-
ating an integrated estate planning trust
befare disaster strikes.

Stew e Telford is an attormney who practices
in the area of estate planning and asset
protection in the Treasure Valley with the
lewee firm Telford Law & AP Consultarts. He
is also & Mamber of the OHshore Institute.

leave behind a truly lasting legacy.
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Are you planning on leaving
50% of your assets to the
Federal Government?

Call us today to get started on a better plan.

[f you're thinking abour haw best to protect your family's assets in
the future, keep in mund that estate taxes alone <an eac up 50% of
your assets, leaving your family unprepared for a furure withoue you
Merrill Lynch offers you a broad array of investment scrategies and
services, as well as access vo a mationwide nerwork of Trust Specialises,
wha can help you implement estate planning and cousc stracegies to

Money, wealth, and net warth aren’t the real niches of life. Bur
having enough of them can help you
acquire sarme of the more important
things, [ibees sn:r_'urir_','. satisfaccion and -
mast imporcantly - a brigheer future
far your family.

Sa call us roday, becawse no marcer

what you want ta achieve, Meerill
Lynch can help.
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