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7. Offshore Trust

Many successful Chinese business persons wish to invest internationally and
create an offshore trust to hold their assets. Mr. Merric has been involved in the
creation of offshore trusts for over 20 years. Through his own firm, the Alliance of
International Legal Counselors, and prior firms he and his team has worked on over
1,000 offshore trusts, with about $5 billion in assets. He has spoken nationally and
internationally over 200 times on trusts and trust planning. He also has published
over fifty articles on trust planning and asset protection planning, including co-
authoring the lead article on the best situs for a trust in the U.S. for the last five years.
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There are several benefits to the Chinese client to set up an offshore trust.
First, the assets are not owned by the client. Therefore, in the future should the
client experience an unfortunate financial event, the trust assets should be
protected. Second, all but three of the industrial nations impose an estate tax.
Therefore, many Chinese planners expect China to adapt an estate and gift tax in
the future. The average estate and gift tax rate for large industrial nations is
between 40% to 50%. Should a Chinese client have created an offshore trust and
transferred a significant amount of his or her wealth to the trust before China
adapts an estate or gift tax, then these assets should not be subject to this tax.
Diversifying and investing outside of China is a third reason for the trust as well as
information confidentiality and reasonable tax avoidance.
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