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Section I:

Understanding Offshore Trusts

i
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Historical Background

Understanding
Offshore
Trusts

Origin: English common law & Crusades era
Evolution: From "use" to modern trust
Spread via British colonial legal systems

Rise of modern offshore trust laws: Cook Islands
(1984), Belize, Nevis
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An offshore trust typically involves four primary
parties:

Core
Stru Cture and Settlor: Establishes and funds the trust
Trustee: Offshore fiduciary with legal title

1
° 2.

T ermanlO gy 3. Beneficiaries: Entitled to receive trust benefits
4.

Protector (optional): Oversight authority

Trust Deed:
. The legal document governing the trust document governing
the trust
- Specifies the trustee’s duties, distribution terms, investment
powers, and administrative protocols
- Legal title held by trustee, not settlor
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Why Clients
Choose
Offshore

Trusts
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Clients opt for offshore trusts for a variety of

reasons.

1.

Creditor Protection: High legal hurdles for claimants
Privacy: Confidential trust arrangements
Wealth Preservation: Intergenerational asset management

Geopolitical Diversification: Hedge against domestic
nstability

Estate Planning Flexibility: Tailored structures for
complex family goals




Domestic
VS
Offshore

Trusts
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Offshore Trusts:

- Operate under foreign sovereignty
- No recognition of U.S. judgments
- Require local lawsuits; high burden of proof

Domestic Asset Protection Trusts (DAPTS)

- Still subject to the reach of U.S. courts

- Vulnerable to judicial exceptions (Public Policy)
- Courts outside the trust’'s home state may disregard
the protective framework (interjurisdictional conflict)




Domestic
VS

Oftshore
Trusts
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Offshore jurisdictions frequently require
creditors to:

- Post substantial bond

- Prove Fraudulent intent beyond a reasonable
doubt

- Initiate litigation within tight statutory time
limits

Therefore, while DAPTs may be more accessible and cost-effective,
offshore trusts offer unparalleled legal insulation when properly structured
and maintained




11N 1 : DAPT Vulnerabilities
Limitation of
D t. - Lack of nationwide recognition

Omes lc - Bankruptcy Code can override state-level DAPT
ASSEt protections (Battley v. Mortensen)
PrOtection - Statutory exceptions also diminish DAPT reliability

Tru StS - Courts may impute control or benefit retention to
settlors in a way that negates spendthrift protections
De Prins v. Michaeles, the Massachusetts)

Ultimately, while DAPTs may offer some convenience and cost
efficiency, their protective strength is fundamentally compromised by

domestic legal frameworks
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Hybrid Trust (“Trigger Trust”)
The Hyb rid - Domestic trust that contains a provision allowing the

U.S. trustee to be replaced by an offshore trustee

when a triggering event occurs.
Trust

Before activation, the trust typically includes:
(44 — - U.S. Grantor
( Trlgger U.S. Trustee
29
Trust”)

(o]

- U.S. Beneficiary

Until the trigger occurs, the trust functions entirely as a domestic
trust and remains subject to U.S. jurisdiction.

Key Risks

- An unactivated hybrid trust is still a domestic trust subject to
U.S. courts.

- Court order risk: U.S. judge may compel the trustee to turn
over assets before offshore migration.

- TRO blocked offshore migration, leaving assets exposed.
(Indiana Investors, LLC v. Hammon-Whiting Medical Center)
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Key
Jurisdiction
Comparison:

@ BLAKE HARRIS LAW

Cook Islands
Benchmark for offshore asset protection:
« Lawsuits must be brought locally
« High Standard of Proof
« Short statutes of limitations
* Practical hurdles

Nevis

Modeled after the Cook Islands :
« Bond requirement
 Strict time limits
* No enforcement of foreign

Belize

What makes Belize stand out:
* No recognition of foreign judgments
« Confidentiality is built-in
* Perpetual trusts
* No time limit




Misrepresentations

Mlsrepresentatlﬂn - Offshore trusts are weak or unreliable asset
protection tools.
Of Offshore Trust Case law shows a different lesson — failures usually
involve:
- Late planning (after legal threats arise)
Case LaW » Poor trust structuring

> Settlor retaining control
- Bad faith conduct

Key Cases

- FTC v. Affordable Media
- In re Lawrence
- SEC v. Bilzerian

These cases did not hold offshore trusts ineffective or invalid.

o FTC v. Affordable Media: Court did not invalidate offshore
trusts; defendants held in civil contempt for failing to prove
repatriation was impossible.

o Settlor retained control of the Cook Islands trust.
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Best practice: Settlor should not serve as trust protector.




Scenario 1:Medical Professional at Litigation Risk
Real-World

Dr. Smith, a high-net-worth surgeon, is concerned about
A lications potential malpractice lawsuits. He establishes a Cook

pp Islands trust with an independent trustee and transfers liquid
investment assets. Should a claim arise, even if a U.S. court
issues a judgment, enforcement against trust assets would
require the plaintiff to start anew in the Cook Islands—a
costly and uphill battle.

Scenario 2: Business Owner Facing Divorce

Ms. Lee, a tech entrepreneur, seeks to protect pre-marital
assets. She creates an irrevocable trust in Nevis years before
entering marriage. The trust owns an LLC, which in turn holds
company stock and bank accounts. If a divorce occurs, the
trust assets are not considered marital property, and the Nevis
trustee is under no obligation to recognize U.S. divorce rulings.

@ BLAKE HARRIS LAW




Real-World
Applications

Scenario 3: International Family Planning

The Rivera family has members in the U.S., Mexico, and
Spain. They use a Belize trust to consolidate wealth, avoid
conflicting probate regimes, and support family members
across borders. The trust is designed with tiers of beneficiaries
and includes powers of appointment, trustee discretion, and
tax reporting compliance.
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Consideration to be addressed during the planning
process:

Trust Design
Considerations

Irrevocability
Key feature that supports asset protection

Asset Composition:
Types of assets placed into the trust can significantly impact both

administration and protection

Simplicity and Independence
Simpler structures are often more defensible in litigation

Timing of Trust Formation
Critical element in asset protection planning

Successor Beneficiaries
Important in multigenerational trusts
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Trustee The Trustee is the Keystone of an Offshore Trust

SeleCtlon and Good trustees:
Administr ation * Maintain arm’s-length independence

* Follow the terms of the trust deed

* Communicate clearly with protectors and
beneficiaries
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In summary:

Key Elements to success include:

OffShOl‘e v" Choosing a stable jurisdiction with strong case law
v' Appointing competent, independent trustees
Trust: A

v Maintaining compliance with all tax and reporting
obligations

Powerful Tool
fOr PreserVing v' Avoiding fraudulent transfer risks by acting early and

with clean intent
Wealth )

Structuring the trust to meet the client’s unique needs
without overcomplication
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Section 11;

Offshore Banking and Alternative Assets

i
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Offshore banking:
Use of financial institutions outside the client’s

Introduction to

Offs h ore home jurisdiction
Banking

These banks have traditionally been based 1n
jurisdictions with favorable regulatory
environments, robust asset protection laws, and
enhanced financial privacy

Popular Jurisdictions: Switzerland, Singapore,
Liechtenstein
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Legitimate
Motivations for

Offshore
Banking
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1. Diversification

-Reduces exposure to country-specific risks

2. Privacy

—Swiss banking retains strong privacy protections despite international

compliance

3. Currency and Investment Flexibility

-Offers multi-currency accounts and access to global investment
instruments (hedge funds, structured products)

4. Estate Planning Integration
-Avoids the probate process, ensuring a more private, efficient, and

controlled distribution of wealth




Compliance is essential:

Legal
. . Reputable offshore banks adhere to global
C Ompllance and standards in Know Your Customer (KYC)

and Anti-Money Laundering (AML)

Re gUIatO ry regulations.
E nVironment . U.S. persons must report foreign accounts to

the IRS via FBAR (FinCEN Form 114) and
FATCA Form 8938.

Failure to comply with disclosure rules can
lead to severe penalties and criminal charges.
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Know Your Customer (KYC) and Anti-Money Laundering

Legal (AML) Standards:

o . Verify the identity of all account holders and
Compllance and beneficial owners through documentary and
R l t non-documentary means.

egu a Ory Understand the nature and intended purpose
o of the banking relationship, including
EnVlronment anticipated account activity and source of
funds.

Continuously monitor accounts for suspicious
transactions and changes in client behavior.

File suspicious activity reports (SARs) when
required by local or international law.
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A typical structure might involve:

Integration With 1. Forming an LLC in a protective jurisdiction
(e.g. Nevis).

OffShore TrUStS 2. Establishing an offshore trust that owns the
LLC.

and Entities

3. Opening a bank account in the name of the
LLC or trust in a jurisdiction like Switzerland
or the Cook Islands.
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Jurisdictional
Comparison:
Banking
Centers for

Offshore
Planning
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1. Switzerland

Swiss banks typically offer:
. Tailored private banking and investment services
. High regulatory oversight (FINMA)
. Multi-lingual client support and robust digital platforms

. Institutional-quality cryptocurrency custody (at select
banks)

2. Cayman Islands

Offers a tax-neutral environment. Key features include:

» Absence of income, capital gains, and inheritance taxes

* Regulation by the Cayman Islands Monetary Authority
(CIMA)

* Common use of Cayman-domiciled entities for fund
administration

* Global accessibility with English-speaking institutions




Jurisdictional
Comparison:
Banking
Centers for

Offshore
Planning
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3. Singapore
Singaporean banks provide:
Global investment access and structured product offerings
Strong customer service and advanced fintech integration
Crypto facilities
Strategic location as a gateway between East and West

4. Liechtenstein

Offers a unique blend of Swiss-style banking services and legal

frameworks aligned with civil law traditions. Attributes include:
Personalized banking with strong fiduciary culture
Liechtenstein Foundation options for legacy planning
Cryptocurrency-friendly legislation and custody rules
Political neutrality and close ties to both the EU and
Switzerland




Jurisdictional
Comparison:
Banking
Centers for

Offshore
Planning
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5. Nevis and Belize

Primarily known for their asset protection statutes and trust-
friendly laws. Their primary uses are:

Corporate structuring through LLCs and IBCs
Trust establishment and asset protection

Legal insulation in litigation-sensitive contexts




Trust-Centric
banking
Jurisdictions
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Switzerland
(for Trust-Held
Accounts)

Trusted by Cook

Islands trustees

Custom account
mandates,
Multi-signature
protocols

Singapore
(for Asia-Facing
Structures)

Preferred

jurisdiction for

offshore trusts
with assets or

business

Interests in Asia

Multi-currency
and FX-ready,
Digital asset
integration

Panama
(for Accessibility
and Lower Entry
Thresholds)

Entry-level or
supplementary
jurisdiction
within a broader
offshore strategy

Relatively lower
deposit
requirements

Cook Islands

(for Local Trustee
Banking

Coordination)

Maintains close
coordination
between local
trustees and
offshore
financial
1nstitutions

Trustee-driven
account
management
with third-party
institutions




Tru St—C entric Selecting a jurisdiction for a trust-held bank account
Banking
Jurisdictions

requires an understanding of:

Trustee-banker coordination protocols
Compliance and reporting expectations
Flexibility for third-party advisor access

Institutional experience with multi-jurisdictional entities
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Tru St—C entric The choice of banking jurisdiction should reflect a nuanced
Banking
Jurisdictions

assessment of:

The client’s domicile and tax residency
The nature and liquidity of the assets to be held
Geographic and political risk exposure

Integration with trust or entity-based planning
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([
Stl‘“Cturlng Accounts can be opened in several formats:
Offshore
1. Individual Accounts: Held in the name of the client. Simple
Accou nts but offers minimal asset protection.

2. Corporate Accounts: Opened in the name of an offshore
LLC or IBC (International Business Company). Offers
anonymity and flexibility.

5. Trust Accounts: The trust, typically an irrevocable offshore
trust, is the account holder. This structure maximizes legal
insulation.

s, Foundation Accounts: Used mainly in civil law countries,
these entities provide a corporate-style structure for estate
planning and charitable purposes.
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Key Considerations for Asset Protection Success:

Considerations
for Choosing

® 1. Responsiveness & Client Service
* Avoid banks with poor communication
* Prioritize efficient transaction execution

the Right * Look for banks with professional, experienced teams
Offshore Bank

@ 2. Local Presence?
 Clients may prefer to select banks with no physical presence
in their home jurisdiction.
* This choice is often made with the idea of reducing the risk of
court orders or subpoenas.

M 3. Regulatory Reputation
* Prefer banks licensed by strong regulators:
* FINMA (Switzerland)
* MAS (Singapore)
« Established private banks often offer better infrastructure
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Key Considerations for Asset Protection Success:

Considerations
for Choosing
the Right
Offshore Bank

B 4. Service Offerings

Investment advisory

Trust and LLC integration

Multi-currency accounts

Online banking and relationship managers

5. Onboarding, Minimums & Fees
* Understand deposit thresholds
* Ask about KYC documentation
* Set expectations aligned to client goals
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. . Offshore banking gains its full strength when
Integl‘atlon Wlth integrated into a broader asset protection strategy

Asset Protection

Litigation Protection: A U.S. client settles assets into a
Cook Islands trust. The trust owns a Nevis LLC, which
holds a Swiss bank account. Even 1f a judgment is issued in
the U.S., enforcement requires new proceedings in the Cook
Islands, where foreign judgments are not recognized.

Political Risk Mitigation: Clients in politically unstable
countries often relocate part of their wealth offshore to
guard against asset seizure or capital controls. Jurisdiction
like Switzerland offers political neutrality and global
Ivestment access.
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Alternative
Assets in

Offshore
Planning
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Offshore trusts are no longer limited to holding
bank accounts or publicly traded securities

Cryptocurrency
» Offshore trustees may hold digital assets directly or
through licensed custodians
* Preferred jurisdictions, includes Liechtenstein
* Security features may include cold wallets and multi-
signature protocols

Precious Metals
* Trusts may hold allocated gold or silver in secure
offshore vaults (e.g., Switzerland or Singapore)
* Provides inflation protection and confidentiality benefits




Alternative
Assets in

Offshore
Planning
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Offshore trusts are no longer limited to holding
bank accounts or publicly traded securities

Private Investments
* Trust-owned LLCs may invest in hedge funds, private
equity, or direct foreign ventures
* Due diligence and attention to foreign entity reporting are
required

Collectibles and Tangible Assets
» Jtems such as artwork, wine collections, or rare vehicles
may be included
* These require proper documentation, valuation, and
custody to be effective




Strategies for
Placing
Cryptocurrency
into an Offshore

Trust
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Common approaches used to protect
cryptocurrency within an offshore trust:

1. Direct Assignment of Cold Wallet to Trust
* Trust becomes legal owner of the wallet
* Trustee formally assigns custody to the client or designee
* Simple, low-cost, high-privacy method
* Requires documentation and trustee familiarity with crypto

2. Use of Offshore LLC (e.g., Nevis LLC)
* Crypto transferred to an LLC owned by the trust
* Client may act as manager of LLC for trading/control
* Adds a legal separation and protection layer
* May trigger complex U.S. tax reporting
* May not be suitable for U.S. persons




Strategies for
Placing
Cryptocurrency
into an Offshore

Trust
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Common approaches used to protect
cryptocurrency within an offshore trust:

3. Custody via Offshore Bank w/ Crypto Capabilities
* Trust opens institutional-grade crypto custody account
* Held in regulated cold storage with security protocols
* Liechtenstein (leader in regulated crypto custody
services)
* Integrates with broader financial accounts and reporting




Legal counsel should ensure that offshore

Best Practices structures:

fO | 1. Align with the client’s privacy, investment, and asset

Implementation

protection goals

2. Are implemented well before any litigation or financial
distress arises

3. Use reputable banks and trustees with transparent
compliance policies

4. Incorporate multi-layered ownership (e.g. trust + LLC)

5. Include appropriate governance documents (e.g., letters of
wishes, investment mandates)

6. Maintain coordination with U.S. tax professionals and
international legal advisors
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Post-Setup Management: Legal Practice Guidance

BeSt Pl‘aCtiCES 1. Address Liquidity and Exit Strategy

- Review funding access, timing of distributions, and
fO r asset transfer protocol

Implementation 2. Monitor Jurisdictional Stability

-Reassess geopolitical and legal risks of trustee or
banking locations

3. Plan for Succession and Oversight
-Identify successors; include trustee replacement
clauses
-Ensure enforceability and flexibility across generations

4. Prepare Clients for Practical Realities
Educate on:
» Travel restrictions to certain jurisdictions
» Risks of nominee arrangements
@ BLAKE HARRIS LAW » Importance of third-party trust administration




Operational
Pitfalls in

Offshore
Banking
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Practical Challenges in Offshore Banking
Execution

1. Onboarding Delays
* Weeks to months for account approval due to
extensive KYC/AML checks
» Additional review for structures involving trusts or
nominees

2. Service and Staff Limitations
* Language barriers, inconsistent responsiveness
* Delays in executing routine tasks like wire transfers

3. Compliance Reviews & Documentation Requests
* Surprise KYC updates or document demands
* Risk of account freezes for outdated info or structural
re-evaluation




Practical Challenges in Offshore Banking
Execution

Operational
Pitfalls in 4. Technology Limitations

Of f h * Limited online banking, lack of multi-user access or
Snore secure portals

Banking

* Impacts coordination across advisors, trustees

S. Jurisdictional Instability
* Sudden regulatory changes or sanctions
* Need for backup accounts and trustee authority to
migrate funds
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Strategic
Advantages of
Offshore

Banking
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Key benefits:

1. Jurisdictional Diversification
* Reduces exposure to domestic legal, political, or
financial instability

2. Sophisticated Banking Services
 Tailored investment management, structured
products, multi-currency cash management

3. Litigation Protection
 Assets held in trusts or LLCs in protective
jurisdictions are harder to identify or seize

4. Privacy and Confidentiality
« Maintains discretion while complying with
global transparency laws




. Summary Points:
In Summary‘ v' Offshore banking, when properly structured and
Properly

disclosed, enhances asset protection and financial
flexibility

StrUCtured and v' Integrating trusts, LLCs, and banking creates

o comprehensive planning frameworks

Disclosed Offshore

v Legal professionals are essential in aligning
compliance, governance, and client goals

Strategies Protect

and G]‘OW Wealth v' Offshore structures must be managed and reviewed

regularly—not a one-time task

Professional Imperatives:

« Collaborate across disciplines (legal, tax, fiduciary,
financial)

« Stay current on reporting obligations and enforcement

trends
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