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Trusts In Guernsey

Our clients know what they want to
achieve. We know how to get there.
Working with some of the sharpest
minds in corporate law and finance, we
pull together the right blend of services
to suit each client's unique situation.
With an international network of
experts and a rich history in the
financial world, we have the people
and knowledge to help you succeed.
Partnership, premium quality and
personal attention. That's how we've
remained a leader in Trust and Corporate
Services since 1952.

You may already be aware of the many
benefits of using international finance
centres such as Guernsey to establish
trusts. But what sets us, Intertrust in
Guernsey, apart from other companies and
other jurisdictions?

Although we will attempt to answer your
questions here, experience tells us that the
best way is to meet, face to face. You will
want to get to know us. We need to get to
know you. Only then can we offer you the
best solutions and more personal, focused
advice. Our constant aim is to enhance the
protection of your wealth.

Intertrust in Guernsey

We employ locally around 135 people and
offer Trust and Corporate Services, Taxation
Services and Fund Administration.

Intertrust International Management
Limited deals with the formation and
management of offshore trusts, companies
and other vehicles.

Intertrust International Management
Limited is licensed by the Guernsey
Financial Services Commission under the
Requlation of Fiduciaries, Administration
Businesses and Company Directors, etc.
(Bailiwick of Guernsey) Law 2000.

For further general background information,
log on to www.intertrustgroup.com

Introduction to trusts - a unique
institution

What is this unique institution, and how can
a trust be used as a tool to manage private
or corporate assets? A detailed review of
the history of the trust is beyond the scope
of this brochure but, in those territories
whose leqal system is based on anglo-
saxon common law, today's concept of the
trust is so flexible that trusts are used in a
wide variety of ways including structuring
family wealth and commercial transactions.
[t is an essential weapon in the armoury

of the professional adviser, especially in
wealth management, estate planning,
corporate and financial structuring, and tax
planning.

In this brochure we explain in a
straightforward fashion the basic concept
of a trust and the principal characters
involved. The information contained

in this brochure is intended for general
quidance only and should not be applied to
individual circumstances without detailed
professional advice. We have concentrated
our attention on private family trusts and
trusts for corporate employees and financial
structuring. Other trust arrangements

such as unit trusts, pension funds and
charities, are examples of trusts with

their own special rules not specifically
covered here, Although the international
Haque Convention on 'The Law Applicable
to Trusts and on their Recognition" is
stated not to prejudice the fiscal powers
of the states which are signatories to

the Convention, the existence of the
Convention and its increasing acceptance
in civil law jurisdictions mean that the
international prominence of trusts
continues to grow.

What is a Trust?

A Trust, which may also be referred to as

a Settlement, is an arrangement whereby
legal ownership of property is controlled

by one party, the Trustees, to use or apply
that property and the income from it, for
another person or persons, the Beneficiaries
or for a specific purpose.

It is a leqal concept recognised almost
without exception in common law
countries (i.e. England and those countries
which have been subject to English
influence in the past. Most civil law
countries have no exact equivalent to a
trust. However one can draw comparison
with the fiduciary agreement recognised
in many European countries' legal systems
(the Contrat Fiduciaire, Préte-nom, or
Treuhandschaft).

Trust denotes ‘confidence’ - the confidence
the settlor has in the trustee's ability to
make the best use of the trust property

in the interests of the beneficiaries or to
fulfil the selected purposes. The use of
professional trustees with acknowledqed
expertise can be a crucial factor in
satisfying any settlor's need for confidence
when choosing trustees.

Although the trustees own the trust assets
in the sense that they have leqal title to
them, the trustees can take no beneficial
interest from those assets; they cannot
make a profit out of those assets for
themselves and trust assets are not (at
any rate in common law jurisdictions) open
to attack by the personal creditors of a
trustee.







What are the advantages of a Trust?
There are a multitude of uses for a trust,
varying from the traditional reasons

of protecting family wealth for future
generations to protecting assets from
attack by unfriendly governments. Trusts
allow for maximum flexibility if this is
required, and can be drawn up to match
the exact requirements of the settlor.

Some specific uses for a Trust are:

» To maintain ownership of family assets
as one unit for the joint benefit of heirs,
e.q. a family business.

» To protect assets from attack or waste
by:

1. spendthrifts and minors;
2. appropriation by unfriendly authorities
and/or jurisdictions:
3. family disputes.
» To enhance general asset protection.

» To alleviate certain restrictions imposed
by inheritance laws (e.q. forced heirship).

» To provide an efficient alternative to
testamentary probate,

» To manage relative anonymity of
ownership, beneficiaries and/or purposes.

» To control devolution of particular
assets for future generations, e.q. family
heirlooms.

» To discharge the burden of owning
certain assets, e.q. valuable paintings,
investment property etc.

» To allocate assets prior to marriage or
on divorce.

» To incentivise executives and employees.

» To protect against taxes on income,
capital gains and gifts.

» To preserve assets agqainst wealth tax,
inheritance taxes or death duties.

» To structure, enhance or allocate
corporate financial transactions.

» To hold a company or other special
purpose vehicle (SPV).

» To provide ownership solutions for
a private trust company (PTC).

» To realise and manage charitable
projects or onward charitable donations.

» To implement philanthropic or other
private or public good causes.

What are the benefits of Guernsey?
Guernsey is an independent English
speaking, low tax area situated
approximately 20 miles from the coast

of France. Whilst the Island forms part of
the British Isles, it is not part of the United
Kingdom and has its own legislation, judicial
system and tax being an laws.

The Island's solid trust heritage can be
traced to the 18th century and its English
common law sources almost as far back
as the 12th century. Guernsey trusts have
statutory protection under local trust
laws. The Trusts (Guernsey) Law, 2007
supersedes trust legislation enacted in
1989.

Subject to a few minor exceptions, there
is no taxation charged by the Taxation
authorities in Guernsey on income or
capital qains provided the settlor and the
beneficiaries are not resident in the Island.

There are no restrictions on the number of
trustees of Guernsey trusts. Our in-house
trust companies are available to fulfil
trusteeships where required.

Trusts may be imported or exported with
minimal formality as there are no public
filing requirements for trust deeds in the
islands. Other benefits of Guernsey include:

» Political and constitutional stability.

» Modern communications and good
mainland travel links.

» Reasonable costs.

» Comprehensive and mature leqal,
accounting and financial infrastructure.

» Excellent investment possibilities.
» Settlor and beneficiary confidentiality.

» Flexible arrangements determined by
a tailor-made trust deed.

» Freedom from exchange controls.

»  Well requlated and highly reputable.

Who are the principal characters involved?

» The Settlor
(Oprichter, Treugeber, Constituant,
Fondador, Fondatore) the original
owner of the property, who passes over
ownership and control to a third party,
namely:

The Trustee

(Beheerder, Treuhander, Fiduciaire
Fideicomisario, Fiduciario), the person
entrusted with the ownership and
control of the property upon such
terms and conditions as will have been
laid down by the settlor, usually in

a written document called the Trust
Deed. It is recommended for ease of
administration that a corporate trustee
be appointed. The trustee is required to
exercise his powers for the benefit of
the beneficiaries or to serve the trust's
purposes:

The Beneficiary

(Begqunstigde, Bequnstigte, Bénéficiaire,
Beneficiado, Beneficiario), the person(s)
who stand to benefit from the trust and
may either be named in the Trust Deed
specifically, or described as a member
of a class (e.q. all the children and
grandchildren of the settlor); the settlor
himself may be a beneficiary.

The Purpose

(Bedoeling, Zweck, But, Proposito,
Scopo), the private or public purpose(s)
specified in the Trust Deed (e.q. to
acquire and hold the shares of a
company such as an special purpose
vehicle or a private trust company).

The Protector

(Beschermer, Protektor, Protecteur,
Protector, Protettore). Sometimes
the settlor may not know the chosen
trustee well at the outset. He may
feel he needs a family friend or local
professional advisor to protect his
interests and the interests of the
beneficiaries. The protector will have
limited and specific powers, normally
limited to giving prior approval to the
exercise any of the more important
trustee powers. Using a professional
experienced trustee may make a
protector unnecessary, as costs
inevitably increase when one is used.

The Enforcer (Purpose Trusts only)
(Opzichter, Aufseher, Superviseur,
Supervisor, Supervisore) It is a legal
requirement that someone assumes the
office of enforcer of a so-called Purpose
Trust. The enforcer's statutory role is to
enforce the trust in relation to its non-
charitable purposes. The enforcer can be
a company or an individual, and could be
the settlor or a professional person, but
not someone who is also trustee.




Who can create a Trust?

In most common law jurisdictions, any
adult who is not mentally incapacitated will
normally be able to create a trust during
his lifetime (an inter vivos trust) or by will
or other testamentary instrument (a will
trust). The forced heirship provisions of
many civil law jurisdictions often restrict or
prohibit a settlor's ability in these countries
to create a will trust, and may cateqorise
an inter vivos trust as invalid or in breach
of local policy. In some jurisdictions certain
people are legally incapable of owning or
disposing of property, and cannot therefore
validly create a trust (common examples
are infants or those defined as mentally

ill or incapacitated). Advice should be
taken locally by any settlor to whom such
restrictions or prohibitions might apply.

What types of Trust are there?

Though trusts take many different forms,
they normally fall into one of the following
broad cateqories:

» Life Interest (Simple) Trusts
These are also called interest in
possession trusts. A beneficiary (or
beneficiaries) has a (usually lifetime)
entitlement to the trust income as it
arises and the trustee has no power or
discretion to withhold payment except
to meet trust expenses. This income
beneficiary is called the life tenant.
Similarly, the trustee has no power to
allocate income to one beneficiary in
preference to another. Such trusts are
usually known in countries within the
American sphere of influence as Simple
Trusts. The trustee may have discretion
as to the application of trust capital.

» Discretionary (Complex) Trusts
The trustee has a discretion whether or
not to benefit a particular beneficiary,
including an unfettered power either
to distribute income amongst the
beneficiaries or accumulate it back
into the trust. A beneficiary has no
automatic right to income, but merely
an expectation that the trustee may
distribute income to him. Normally the
trustee has similar discretionary powers
as to the distribution of trust capital.
In American terminology Discretionary
Trusts are normally known as Complex
Trusts. The trustee may also have a
power to appoint additional beneficiaries,
and in administering such a trust will
often be quided by a letter of wishes
from the settlor.

» Family or Children's Trusts
These are a variation on Life Interest
or Discretionary Trusts, where the main
class of beneficiaries is restricted to the
settlor's immediate family or children
or other descendants.

Less common, and really a variation of the
previous broad cateqories of trusts, are the
following:

» Protective Trusts
The beneficiary is entitled to the
income as it arises unless he attempts
to alienate his interest (e.q. by selling
the right to future income) or an event
such as bankruptcy occurs which
would deprive him of that income.
When an event of this nature occurs
the beneficiary's right to income
automatically comes to an end so that
the Protective Trust changes from a
Life Interest to a Discretionary Trust.

» Purpose Trusts
Purpose Trusts are distinct from the
previous trusts for beneficiaries. The
income and capital are to be used
by the trustee to fulfil or serve one
or more (non-charitable) purposes
specified in the trust deed (e.q. to own
a company). As a Purpose Trust has no
beneficiaries, enforcement duties as
aqainst any trustee found wanting must
fall to another person, who is called the
enforcer.

» Fully Bespoke (Tailored) Trusts
Due to the very flexible concept of a
trust, a settlor may wish to take one
of the more usual styles of trust and,
depending on circumstances, have it
tailored to suit, or even have a Fully
Bespoke Trust prepared to cater exactly
for particular needs.

» The foundation in comparison

It is worth mentioning that a foundation,

which is also known as a Stiftung,

has certain similarities to a trust. The
foundation is normally associated with
civil law jurisdictions where it is a legally
recognised entity established by a
founder (settlor).

The terms of the Foundation are detailed
in the Foundation Deed (Trust Deed)

and assets are donated by the founder
to the foundation with these assets
being administered by the board of the
foundation (trustees). The foundation is
normally used for the preservation and

redistribution of assets for family members.

What discretion does the Trustee normally
have?

Trustees must at all time act within the
terms of the trust deed and the law of

the country which applies to the trust.
That deed will lay down certain things
which the trustees have to do, and will
normally grant them certain powers which
they can exercise or not as they think fit.
However, any exercise of such a power
must be genuinely intended to be in the
best interest of the beneficiaries or to serve
the trust's purposes. If trustees do not

act in accordance with the terms of the
trust deed, an aggrieved beneficiary (or the
enforcer in the case of a Purpose Trust)
may sue them for breach of trust. The law
courts view any breach of trust severely
and the duties of a trustee are therefore
extremely onerous.

The discretionary powers of the trustees
of a Life Interest (Simple) Trust are usually
more limited. They may be free to invest as
they think fit, but have to be even handed
in their investment policy as between the
income and capital beneficiaries. They
would not, for example, normally invest
solely for capital growth to the detriment
of an income beneficiary. A Life Interest
Trust may also give the trustees power

at their discretion to appoint capital
amongst beneficiaries, perhaps affecting
the subsequent trust yield for the income
beneficiary.

The trustees of a Discretionary (Complex)
Trust usually have complete discretion as
to how the trust will be administered, and
when, to whom, and to what extent the
income and capital of the trust fund will
be distributed.

As a matter of general law, neither the
settlor nor the beneficiaries can direct the
trustees to act in accordance with their
wishes. If a protector exists his powers are
usually confined to a power of veto over
trustees' actions. Nevertheless, subject
to any overriding restrictions in the trust,
the trustees will normally give favourable
consideration to any wishes expressed

by the settlor, or by those beneficiaries
intended by him to benefit.

In some trusts the settlor or a protector
is given the express power to change the
trustees.




What rights does a Settlor have?

The settlor, having executed the trust
deed and vested the assets in the trustee,
generally has no leqal right to compel
the trustee to administer the trust in any
particular way. However, the trustee will,
always take into consideration the settlor's
intentions expressed at the time the trust
was made, or in a subsequent letter of
wishes. In practice the trustees may be
prepared to act in accordance with the
settlor's wishes, although they must be
free to use their discretion. It is obviously
of great importance that the settlor
chooses trustees in whom he has

complete confidence.

What powers does the Trustee have?
Trustees have all the powers shown in
the Trust Deed and within the applicable
Trust Law. These powers will usually
include the following:

» Wide powers of investment, enabling
trustees to invest in all types of
investments worldwide and to make
changes at any time.

» Power to employ agents, investment
advisers, nominees and custodians
to assist in the management of the
investments.

» Power to decide which beneficiary (or
beneficiaries) will receive distributions
and to what extent. The Trust Deed
can designate the beneficiaries. Where
trustees have discretion to decide which
beneficiary will benefit from the trust
fund, no discretionary beneficiary can be
said to have any rights to any trust fund
until the trustees' discretion is exercised.

» Power to appoint new or additional
trustees, although this can sometimes
be vested in a protector or the settlor.

» Power to transfer the trust to a new
legal jurisdiction should the laws of
the trust's present home become less
favourable or the laws of another
country appear more attractive.
This power enables the trustees to
counteract any adverse political or fiscal
changes in the country in which the
trust is resident, or perhaps just provide a
better or safer environment for the trust.

» Power to transfer the trust assets to
a separate trust. This power usually
requires common beneficiaries to exist, in
respect of the transferring trust and the
recipient trust, who were intended to
benefit from the original trust fund.

» Power to form companies and to
contribute any part of the trust property
to those companies. The combination
of a trust owning a company is often
used to ensure that the only assets of
the trust are the shares in the company
so that no income or capital qain is
received at trust level until such time
as a distribution to the beneficiaries is
required.

» Other powers are often conferred upon
trustees to facilitate the management of
the trust e.q. power to add beneficiaries
to those currently designated in the
trust deed; power to make loans with
or without interest; to borrow; to pay
fees, expenses, death duties, taxes, etc;
power to apportion between income
and capital; and power to take legal
opinion or other professional advice.
Other powers can be included to meet
requirements specified by the settlor.

What is a Letter of Wishes?

A letter of wishes, or sometimes a
memorandum, setting out the settlor's
wishes concerning the way in which
the trust should be administered and/or
distributed, can be handed to the
trustees at the time the trust is made,
or at any subsequent time to meet
changing circumstances.

[t may also indicate the person or persons
whose wishes should be considered by
trustees during the lifetime of the settlor
or after his death.

The Letter of Wishes can be stated as

confidential; although not legally binding
the quidance it contains will normally be
respected by the trustees subject to the
Trust Deed and applicable governing law.

Guernsey as a base for Trust
Administration
The Law affecting Guernsey Trusts

The Trusts (Guernsey) Law, 2007
supersedes trust legislation enacted in
1989 and provides a robust statutory
framework of leqal principles on the
authority of which trustees, beneficiaries
and settlors can operate with confidence.

It permits a Guernsey trust to last for

any period, including an unlimited period.
Undistributed income may be accumulated
throughout this time. The Guernsey Trust
Law also sets out important powers and
duties for the trustees of a Guernsey trust,
the nature of the property which can be
the subject of the trust, and the liability

of the trustees in breach.

The terms of a Guernsey trust may be
varied by application to the Guernsey
court if the Trust Deed itself does not
contain a power of variation.

The only leqal controls over, or restrictions
on, a trustee's power of investment are
those (if any) imposed by the Trust Deed.

The Trust Law recognises that trusts may
be created by written instrument. In the
case of an inter vivos trust, this instrument
is normally a 'settlement deed' or 'trust
deed' between the settlor and / or the
trustees, but in certain cases can be a
‘declaration of trust' signed by the trustees
alone and not identifying the settlor.

In the case of a will trust, it is normally
the will which serves as the written trust
instrument.

Provided that the Trust Deed contains
a power to do so there is usually no
legal barrier to prevent a trust moving
to Guernsey by changing its trustees to
persons resident in Guernsey, or moving
its administration to Guernsey. A trust
may equally move from Guernsey.
Under Guernsey Trust Law there must
be at least two trustees unless:

1. only one was originally appointed; or

1I. the trustee is a corporate trustee
resident in Guernsey; or

11.the terms of the trust provide otherwise.

There is no maximum number of trustees.

The Guernsey Trust Law applies to all
Guernsey trusts created both after

and, with limited exceptions, before its
enactment. Some parts of it also apply
to any trust set up under the law of
another jurisdiction, if any of its trustees
are resident in Guernsey or if any of the
trust property is situated or administered
in Guernsey.

The next step

We are confident that Intertrust in Guernsey
can deliver the trust services you need

and would encourage you to make contact.
You will want to get to know us. We need
to get to know you.




Martin Shires - Director Grant Howitt - Director Glen D'Arcy- Business
Development Manager

Intertrust International Management Limited (Registration Number: 15831) is licensed in Guernsey under the Regqulation of Fiduciaries Administration Businesses and Company Directors etc
(Bailiwick of Guernsey) Law, 2000.

This document is provided by Intertrust for information purposes only and does not constitute an offer, invitation or inducement to contract. The information herein does not constitute leqal, tax, requlatory,
accounting or other professional advice and therefore one should seek appropriate professional advice before considering a transaction as described in this document. No liability is accepted whatsoever for
any direct or consequential loss arising from the use of this document. The text of this disclaimer is not exhaustive, further details can be found at: http://www.intertrustgroup.com/disclaimer.html

Our clients come from every corner of the globe. Different countries,
different cultures. Just like us. We have more than 1,000 professionals in
more than 20 countries worldwide. So we have the local knowledge and
sensitivity to see things from your point of view.

www.intertrustgroup.com




