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The government has announced two sets of amendments to the
new inheritance tax (IHT) regime for trusts.

In the first set, the government has reverted to the position
before the 22 March Budget for spouse exemptions for trusts 
in Wills.

The government has also modified the rule that beneficiaries
will have to have an absolute right to trust assets at 18. John
Riches, chair of STEP’s technical committee, said families will
have three choices:
• give children capital at 18 outright with no ongoing 6 percent

regime;
• leave children capital on fully flexible trusts with no certainty

as to when they will receive their share. In this case, the trust
will enter the 6 percent regime on the death of the parent and
remain subject to that regime until capital is paid to the child
outright; or?

• leave children the capital on trusts broadly similar to pre-
Budget accumulation and maintenance trusts where they must
receive their capital by age 25. In this case, the trusts will not
become subject to the 6 percent regime until the child

reaches age 18.The additional premium to be paid for leaving
the capital in trust for seven years after age 18 is 4.2 per cent.
The most important of the second set of amendments is to

extend Transitional Serial Interests to cover a successive life
interest for a spouse or civil partner under a pre-Budget day
trust whenever the successive life interest comes into being.

This means the transfer does not have to take place before 6
April 2008 as proposed originally in the Finance Bill.

The restrictions are that the interest can only be transferred
to spouses and civil partners and must be transferred on the
death of the spouse who had the life interest on Budget Day on
22 March 2006.

The amendments mean clients now do not have to decide
whether to accelerate the life interest for the spouse or civil
par tner before 6 April 2008 to prevent the interest in
possession trust becoming a discretionary trust for tax purposes
and thus facing the new 6 percent tax charge every 10 years
under the new regime.

Another amendment is to extend bereaved minors trusts to
those trusts established by guardians as well as parents.

Government amends IHT regime for trusts

Offshore law firms Appleby Spurling
Hunter and Bailhache Labesse are to
merge on 1 September 2006.

The merged law firm, which will be
known as Appleby Hunter Bailhache, will
have a presence in Bermuda, the British
Virgin Islands, Cayman Islands, Jersey,
London and Hong Kong.

Peter Bubenzer, managing partner of
Appleby Spurling Hunter, argued that the
greater physical presence will provide more
impartial offshore business and the most
appropriate jurisdiction for clients.

‘Our strategic vision is to be the leading
provider of legal, fiduciary and
administrative services in the offshore
world,’ said Mr Bubenzer.

‘By merging with Bailhache Labesse, we
are strengthening and extending our reach
into another key jurisdiction.

‘We will be able to offer clients more
choice and enhanced resources, while
offering dispassionate guidance on where
to place business.While organic growth can
build expertise over time, we believe this
transaction brings immediate depth and
breadth of resources and benefits to
clients.’

Appleby Hunter Bailhache will have
nearly 600 employees, including 44
partners.

Offshore law firms to
merge

Key Financial Reporting has been launched in
Jersey to provide back office and investment
monitoring services to trustees.

Brian Clarke, managing director of Key
Financial Reporting, said it is providing
bookkeeping from Mauritius with quality
control from Jersey and an investment
monitoring service.

‘Because it is important to keep costs
down, bookkeeping is too often treated as

the poor relation,’ said Mr Clarke.‘As a result,
essential records can become years out of
date. Yet the back office is the bedrock on
which the administrator’s work is based.

‘When the administrator makes a mistake,
all too often it is because the action they
took was based on poor records – due to
the back office being under-resourced.

‘Fixed cost outsourcing is the answer,
delivering records that are up-to-date and
on which the administrator can rely.’

Mr Clarke said that its investment

monitoring service is designed to help
trustees comply with the UK Trustee Act
2000, which has been adopted by offshore
centres as well. ‘Our service enables trustees
to evidence that they have taken the greater
care now required to look after those who
matter most: the beneficiaries under the
trusts, foundations and other entities for
which they are responsible.’

He added that the service provides

trustees with an investment policy statement
to ensure the investment manager has a
clear understanding of what he is to do for
the trust.

It also provides a performance evaluation
service that gives trustees and beneficiaries
an analysis of the investment manager’s
results including absolute and relative
performance data. The analysis includes
commentary and review points and a
comparison with investment managers as
well as benchmarks.

Key launches investment
monitoring service
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