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The Problems You Face

CGT on Sale of Assets
e 289% on sale of Investments

« Payable on all Non—Res’ owned UK-situs
property from April 2015

Property taxes
« If in your name, IHT at 40% and CGT at 20%; SDLT at 15%

« If in enveloped structure, 18% SDLT; 20% CGT; Annual
Charges; IHT

« If living out of the UK, CGT on Residential Property

 Removal of Residential BTL properties from IHT protected
Trusts

Inheritance Tax (IHT)

* If held personally 40%

e on Estates over £325K on death — now frozen until 2019 !
o If held in QNUPS Trust structure, no IHT

« £1Mn IHT allowance for couples leaving a family property to
children

Inflexibility of UK pensions
» Degrading returns created by Annuity rates
* Retirees living longer — outliving guaranteed returns

» Beneficiaries pay Tax on receipt of benefits on Death over
Age 75

e Children receive Zero?

* Huge Reduction in benefits: Pension Cap’ £1Mn before tax;
Max’ contribs’ effectively £10Kp.a. for HNW earners in excess
of £150K p.a.

Source:

1 Daily Telegraph (www.telegraph.co.uk/finance/personalfinance)
Article written by Howard Bilton — a Barrister

2 www.accaglobal.co.uk
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A Qualifying Non-UK Pension (QNUPS) Trust
HMRC'’s specific definition:

“A QNUPS is a form of Overseas Trust
which qualifies as a pension for UK Tax
purposes and it is afforded special IHT
treatments™:

» Creates estate protection, wealth creation and succession
planning

* More technically robust than individual discretionary
trusts or double trusts schemes. HMRC devised &
designed

* Avoids the 10 yearly Trust charges of 6%

» Avoids necessity of offshore company ownership which is
no longer advisable for Offshore-owned UK Res’
properties

« HMRC makes considerable deferred tax benefits

* No risk of tax penalties under Benefit in Kind rules or
shadow legislation?

» Facility to extend retirement contributions by Employers,
irrespective of pension ceilings

« Although structured as a pension, access to the funds is
not tied to retirement

Source: ! Inheritance Tax Act 2004 Schedule 29 to Finance Act 2008
http://www.hmrc.gov.uk
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The Best Structure for buying/holding UK
property

The UK Government announced from April 2013, the
introduction of a new category of owner called 'non-natural
persons' (NNPs).

The changes will consist of:

« Stamp Duty charge on all new real estate purchases of 18%.

» Capital Gains Tax at 28% on all gains arising after 6th April
2013 — now applicable to ALL foreign-owned
UK-situs residential property (effective April 2015)

 Non/Doms & Non/Res’ no longer permitted to hold Res’
property in Offshore vehicles

* QNUPS is only Trust Structure permitted to hold residential
property for tax protection

* An Annual Tax on Residential Property (ATED) based on the
capital value of the property which will need to be re-valued
every five years. The first payment will be due every April
thereafter. Current charges from 2015 are:

Property: £1 : £2 million : £5 million : £10 million : Greater
Valued : million to : to : to : to . than £20
at : £2 : £5 million : £10 million : £20 million : million
: million : : : :
Annual @ £7,000 : £23,350 : £54,450 : £109,050 : £218,200
Charge : pa : pa . pa : pa : pa

Source: http://www.alphamanagement.com from Corporate Advisors, Consultants and
Administrators of Offshore Companies
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Legality, Credibility & Probity

 EU Directive in 2006 — Freedom to transfer capital
across borderst

« Cameron’s desire to create offshore wealth to
supplement declining pensions’ provisions

 The need to build up IHT protected wealth surplus to
UK’s restricted limits

« HMRC'’s considerable benefit from such platforms (see
table on next page)3

« Embodied in the 2010 Addendum to the 2004
Inheritance Tax Act !

» Falls under Pension legislation approved by UK HMRC —
not some flaky BVI platform?

* QNUPS is the only Trust to be enacted in Parliamentary
Statute - twice

« Entirely Transparent and fully Authorised by HMRC for
Tax purposes

» A clear understanding by HMRC that this is not tax
avoidance but Tax Deferment - they benefit
considerably later on3

Source: 1 http://www.hmrc.gov.uk Sec 271A paragraph 18 Sch 29 Finance Act 2008
2 Sec 165 Finance Act 2004(b)

3 PwC’s bar chart (P.9) comparing HMRC’s annual tax take. www.pwc.com
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Legality, Credibility & Probity (cont.)
The Considerable Benefits to both HMRC and client:

Age :Year :Yearly HMRC : Yearly HMRC Q_C'ie“t’s net after-tax : Growing
: : Revenue from : Revenue tax income from 5% p.a.: value of

: funds : when 5% pa remitted onshore  : estate

: Remaining : remitted onshore :

: Onshore :
45 1 £40,500 Nil Nil £5,000,000
50 5 £47,250 - Nil Nil £7,500,000
55 10 £65,000 - Nil Nil £10,000,000
60 15 £72,500 - Nil Nil £12,500,000
65 20 £81,000 £337,500 £412,500 £15,000,000
70 25 £89,500 £393,750 £481,250 £17,500,000
75 30 £98,000 £450,000 £550,000 £20,000,000
80 35  £106,500  £506,250 : £618,750 : £22,500,000

Assumptions: Jonathan, existing client aged 45 intends to retire @ 65, taking
annual income of 5% p.a. i.e. £750K, taxed at 45% income tax*

Assets Transferred:

* Moves £5Mn Offshore into QNUPS - pays no tax in doing so.
The estate comprises Two Buy-to-lets worth £1.25Mn each
£1Mn in cash on Deposit with Lloyds bank yielding 0.25%
£1Mn in Equities yielding approx' 1.6% Gross before Tax
£500K in wine held with Berry Brothers yielding Zero

*  Purpose for moving estate offshore:
1. Build up Compound Gross Rolled-up Wealth outside CGT

2. Create larger Retirement pot securely and far faster

3. Thus /4rd initial estate transferred offshore into a QNUPS

Source: PwCs table comparing HMRC’s annual tax take. www.pwc.com
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Legality, Credibility & Probity (cont.)

* He keeps it there for 20 years. This grows to £15Mn
and this rate of growth continues. !

e He then starts to remit back to UK at 5% pa. He is a
Top rate Tax payer.

£2,500,000

£2,000,000

£1,500,000

£1,000,000

Pounds Sterling

£500,000

£0 -

tOOO

EER
==
L

1 5 10 | 15 | 20 | 25 | 30 | 35 |Total

45‘50‘55‘60‘65‘70‘75‘80‘ - ‘
Year of Policy/Age of Client

i Yearly HMRC Revenue from
Remaining Onshore

M Yearly HMRC Revenue when
returning from Offshore

M Annual Cash Take Home From from
Offshore Estate

* Who is happier, HMRC or client? Suggest ideal result is
where both parties walk away delighted

e Provided QNUPS are not abused, HMRC will not “jump
on” such platforms where returns are so beneficial

» Agross compound roll-up factor over 20 years’
equivalent to 12-14 times gross return to HMRC 2

Source: 1. PwC's table comparing HMRC’s annual tax take. www.pwc.com
2. Goldman Sachs Private Wealth Management www.goldmansachs.com
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Who manages the Investments?

You....

Your stockbroker — for your FTSE equity portfolio
Your accountant/lawyer — for your private company shares
Your M/A adviser, your SME Financial Adviser

Your private banker, asset manager or wealth planner — for
your discretionary portfolio management

Your IFA/investment adviser - for your mutual funds & other
financial instruments

Your Employee Benefits Adviser - for your HR Dept

Your Fiduciaries — existing Trust providers

Your property agent/lawyer — for your investment property
Your wine merchant — to buy and sell your wine portfolio

Your Family Office Provider — for your complete bespoke
solution

Your trust is ring-fenced and is solely in your name so you, or
your investment manager manages everything.

You/they manage your investments and control your money.

Source: Sec 92, para 18 of Schedule 29 to Finance Act 2008. www.hmrc.gov.uk
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Who are the Trustees?

Reputable Global Financial Institutions

The backers of these services are far and wide. The list includes:

Imperium

Imperium was established in 2011, a small boutique trust Company
located in Guernsey with offices & regulated in Malta. The Company
prides itself on being Independent, flexible and adaptable. GSP approved
introducers in Malta. US/IRS approved trust and pension structures
WWWw.imperiumtrust.com

PraxisIFM Group

Trireme Pension Services (Malta) Limited part of the PraxisIFM Group
administer a wide range of Maltese regulated pension schemes.
PraxisIFM also provide trust and corporate services including Guernsey
QNUPS. US/IRS approved trust and pension structures
www.triremepensions.com / www.praxisifm.com

The Pensioneer Trustee Company (Guernsey) Limited

The Estate & Tax Planning Arm of the Richmond Fiduciary Group, offices
in Guernsey and China since 1988.

www.richmondgroup.uk.com

Castle Trust Group

Chaired by Steven Knight, Chairman Association of Pension Fund
Administrators. Formed 20 years ago. Member of 1APA. QROPS only
www.castletrustgroup.com

Royal Bank of Canada

12th largest global investment bank. Total fees in 2012 of $1.1bn. Only
used for clients of NBAD

www.rbc.com

Sovereign
One of the largest Trust group worldwide with 32 offices.
WWW.Sovereigngroup.com
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Accessing the Funds

« From age 55: If Res’in the UK'1

» Loans available up to 30% of Trust value; on commercial
basis. Interest is paid back into your own Trust 4

» If Res’ elsewhere, age can be lower than 55 2

» Retirement age for professional sportsmen can be as low
as 35

» Intellectual Property Rights and Image Rights allowable for
QNUPS; early retirement accessibility 3

* 30% Tax-Free Lump sum available at any time
e Usually up to 10% p.a.

» Under new rules April 2015, 100% commutable
encashment available — tax will apply to 60% on
Remittance

* Must commence drawdown of at least £25,000 p.a. by age
75

And on death...

It passes directly to your named beneficiaries at once, outside
of your estate, free of IHT.

1. Facility to unscramble Trust after a 10-yr period. Trustees will liquidate the assets,
returning accumulated funds to the Settlor. A fee of one year's Annual Management
Charge currently £2000, will be applied

2. If not UK Res’, pension rules can be amended to take into account pension legislation in
Country of Residence

3. Saffery Champness http://www.saffery.com

4, 1975 Guernsey Income Tax Act, Clause 6&7

Source: http://www.hmrc.gov.uk Sec271A Para’ 18 Sch 29 Finance Act 2008
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Appendices
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UK Property Ownership: Structuring Solutions

Assumptions
Client is UK Domicile and UK Resident with UK situs property

Initial questions
Are they a candidate for a QNUPS — Age? Health? Working?

Taxes to watch out for

CGT at 28% - value of property when acquired and current market value? Is the property their main
residence? PPR relief may be available.

Stamp Duty at 4% if property value is between £500k-£1m and 5% if value is £1m+. Consider Stamp Duty
Mitigation scheme which can reduce stamp duty to 2% if property valued between £500k-£1m and 1.5% if
over £1m.

Proposed Structure

Offshore BVI

QNUPS
Company

UK Property

Procedure
Client establishes offshore company with Trustees as offshore directors.*

Property is transferred to offshore company in exchange for shares in that company. No decrease in the
value of the client’'s worldwide estate so no IHT issue.

Client sets up a QNUPS- completion of application form, Deed of Adherence and KYC on the client required.

Shares in offshore company are transferred into the QNUPS as an in specie contribution. Trustees will take
care of this transfer as offshore company directors within the same week of the property transfer. The
effect of this is that the shares are no longer held by the member. This transfer will not attract a GCT,
Stamp Duty or an IHT charge.

Trustees, as offshore company directors apply for non-resident landlord scheme in order for rental income
to be paid to the offshore company by the tenant gross of tax.

Costs
QNUPS — Transfer Fee 2% of Assets transferred; Establishment Fee 0.25% with minimum of £1,250;
Annual Fees 0.25% with a minimum £1,250

BVI offshore company — Incorporation Fee £1,500; Third Party Statutory Fees £600; Annual Management
Fees £2,100

On-going tax treatment

Rental income taxed at basic rate of 20%.

No CGT on future sale of the property.

No future liability to proposed Mansion Tax

No Stamp Duty if sale effected by a share transfer rather than a transfer of title.

No UK IHT on future transfers out of QNUPS or Member’'s Death

! For new purchases, no need for Offshore Co. Establish a QNUPS which purchases property.

Source: WWW.pWCc.com
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CVs

Christopher Coleridge Cole ccc@qgreshamstreet.com

Christopher has over 39 years experience in the estate
protection and succession planning industry, out of which
21 years were spent in the Far East; currently based in
between Dubai and Geneva.

He is a specialist adviser to expatriates all over the world
in the very specialist field of transferring UK pensions out
of Britain into registered trusts in Gibraltar (QROPS).

Since 2010 he has focussed on the Transference of
Investment Assets out of the UK, creating HMRC
approved retirement and wealth creation trusts in
Guernsey (QNUPS). Christopher is registered in the UK
with the Institute Register of Insurance Brokers & the
Chartered Insurance Institute.

Christopher has recently been elected as a member to
ORIAS, the European registered Regulatory body in
France, sanctioning advice throughout the European
Union countries. Gresham Street Partners are approved
Fiduciary Introducers in Guernsey, Gibraltar and Malta -
registered and authorised in both Dubai and Hong Kong.

Regulated by the Jersey Financial Services Commission.
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Articles
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Editor’s Note:

1. Estate Protection and succession Planning
2. This also applies to both UK Residents and Non-Residents who have UK-held assets
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The Destruction of UK Pensions
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The Destruction of UK Pensions (contd)
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Source: www.peregrinetrustees.com January 2014
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How to Generate funds to roll into a QNUPS

Source: www.paminsight.com
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Structure Note

Background

Dmitry is a Russian domiciled, UK resident professional currently living in London. He is 40 yrs
old, and married with two young children. The majority of his assets/investments are in Russia,
and he is now considering buying two UK properties. Both properties would be in the value of
£2.5m each, the first he and his family will reside in and the second will be held as a long term
investment and rented.

Objectives

The client would like to establish a structured wealth platform, to form part of his and his wife’s
long term retirement plan. Although currently resident in the UK he and his wife may return to
Russia in the future where there is no private pension legislation. As such he would like to
consider an International Pension Plan which could hold UK based property but would also be
appropriate should they return to Russia.

Solution
The advisor has suggested a Qualifying Non-UK Pension Scheme (QNUPS).

This supplementary pension Trust will allow the UK properties to be contributed without the UK
lifetime allowance limitations. The UK property, which is to be rented, would be held underlying
the pension within an offshore company. As such, the income tax on rental profits from the
investment property will be limited to 20% rather than a maximum of 45%. Assuming rental
income of approximately £100,000 on the £2.5m property, this could save income tax of up to
£25,000 per annum.

It is further recommended that the high value residential property would be held directly by the
pension scheme. This is due to the UK Government discouraging the ownership of such
properties from being held within a corporate structure. As such the ATED tax would not apply,
and Stamp Duty would be payable on the standard UK rates and not the higher 15% enveloped
rate.

UK assets will further be protected from IHT at up to 40%, a potential saving of £1m per
property and also currently Capital Gains Tax (CGT) on future sales which currently would be
28%.

The pension would also provide the client with a great deal of asset protection and security
should they return to Russia.

The Advisor further recommended that independent tax advice is taken to ascertain the tax
points.

-28 - Gresham Street Partners



A QNUPS Trust

Wealth Creation Platform

Protecting Your Wealth and Securing Inheritance

The information in this document is provided for informational purposes only, without any
express or implied warranty of any kind, including warranties of accuracy, completeness,
or fitness for any particular purpose. The Information contained in or provided from or
through this document is not intended to be and does not constitute financial advice,
investment advice, trading advice or any other advice. The Information in and provided
from or through this document is general in nature and is not specific to you the User or
anyone else. YOU SHOULD NOT MAKE ANY DECISION, FINANCIAL, INVESTMENTS,
TRADING OR OTHERWISE, BASED ON ANY OF THE INFORMATION PRESENTED IN THIS
DOCUMENT WITHOUT UNDERTAKING INDEPENDENT DUE DILIGENCE AND
CONSULTATION WITH A PROFESSIONAL BROKER OR COMPETENT FINANCIAL ADVISOR.
You understand that you are using any and all Information available in or through this
document AT YOUR OWN RISK.

Gresham Street Partners Gresham Street Partners Gresham Street Partners
7t Floor, 19A Avenue de 12th Floor, Golden Star Building Al Sidra Tower

Gallatin 20 Lockhart Road Sh. Zayed Road
Geneva, Switzerland Hong Kong Dubai, UAE

Tel: +41 766 447426 Tel: +852 2866 6011 Tel: +971 50 9547931

www.greshamstreet.com
ccc@greshamstreet.com

2016 © Coleridge Cole & Robertson (HK) Limited Trading as Gresham Street Partners.
All rights reserved. Please see www.greshamstreet.com for further details
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