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SESSION ONE

Welcome & How To
Protect Your Assets And
Wealth In A Changing
World Of New Risks,

Uncertainty And Threats
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SESSION ONE

WELCOME AND
ASSET PROTECTION

) DYMPHNA BOHOLT
Accountant, Economist, Author & Founder of | Love Real Estate

DEREK SKY BA LLB (Hons)
Director of Pacific Law and Investor Pacific Structures

Solicitor of the Supreme Court of Qld and the High Court of Australia

Property Genius Formula

FOUNDATION

BLUEPRINT
Risk > Legacy

CASHFLOW

Cash Poor >>
True Wealth

Rat Race »>
Lifestyle

BALANCE
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FOUNDATION

BLUEPRINT
Risk >> Legacy

No successful building, relationship,

empire, company or even country is
possible without solid foundations!

REALESTATE
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Cash Flow gives you life
style!

Cashflow gives you
CASHFLOW choice!

Rat R -
Lfestyle Cash Flow gives you

freedom!

Cash flow buys back your
time!

REALESTATE

Growth means you are

able to continue to

invest and build a GROWTH
. . Cash Poor >
sustainable empire True Wealth

that has longevity!
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REALESTATE

FOUNDATION
BLUEPRINT

Risk > Legacy

GROWTH
Cash Poor >

True Wealth

REALESTATE

| KOVE

4
Knowledge Source
REAL ESTATE 3 k\ 9



FOUNDATION
BLUEPRINT
Risk >> Legacy

CASHFLOW
Rat Race >
Lifestyle

REALESTATE
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Rat Race > Cash Poor »
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What Does It Mean To Be Liable?

Liability Lawsuit Judgment

Bankruptcy Enforcement

It can happen to anyone.

*Rugby referee/ rugby league player
*Seller of goods online

*Defamation on Facebook/Twitter
*Injured tenant sues landlord

CLICK oN CHoIcE
oF MARKETS *
FAKE STUFF

i
0 sTe LEN STUFF 2
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Sleepover alarm bell

$850,000 payout a ‘wake-up call’ for slumber party parents

'3 S ERE “Sembere Crow Univers
iuastil Heights boy who (el off o smilan
ieads ook bed ks = s

i o o’ sl Pt
s Tl R e S S
E 2 SIS MR s DT pemeee
AN ° Craig Dot Tas:  some poopic weat vevening their  something 3 chadees
Lo T o
H el

Parents beware!

g
it
niH
i
ili
i
prif
A

i
Hits

$850,000 sleep over = -

i

i
|
1
g
1k

REALESTATE

. . 18
ICGU refuses to pay insurance claim .
Rac Wikson | 18th October 2010 axa

| Tweet® T 0 (WLike 17 2 Gomments (1) »

LIFE nasn got any easier for Ken Paulger since he was
argeted by heartess thieves earkier this year.

Ending up on the
wrong end of

insurance company CGU is continuing to refuse to pay any
lportion of the aimost 550,000 worth of possessions stolen
rom the 81-year-old's Nambour home.

ie cannc gt the peneon beceuse he cwns & maon-<oter insurance
But if he sells that property, which has been on the market
for 12 months without success, he gets nothing because

il st pay the million-dollar mortgage on i

[The loan he took aut 5o he could keep meeting those
fpayments runs out next month. CGU refused to honour the insurance claim

Next month Il have nothing,” he said because the frail Mr Paulger was not living at his

T cant get 2 pension 50 T don't know how I'm going to home on
eep up.”
Petrie Creek Road at the time of the robbery on

65U refused to hanaur the insurance clim because the March 27,

rail Mr Paulger was not living at his home o

Petrie Creek Road at the time of the robbery on March 27.

He was living with his carer because of hi:

He was living with his carer because of his ill heaith health

Nambour's Ken Paulger, 81, battling to
[Thieves stole all his tools, antique crockery and cutlery, 2 keep his head sbove water.
b

ound system, guitar,
including new suits, o

out $2000 worth of new clothes,

BRETT WORTMAN

| cGU spokesman has told the

[Daily the requirement an insured dwelling remain occupied was 2 common inclusion on home and
ontents policies.

Mr Paulger - who s fighting kidney disease and is on dialysis four days 2 week - said he did not need
he stress of the ongoing fight with CGU.

Last week he nearly took his last breath when the main tube through his stomach spit in haf

“IF not for 3 blood clot, T wouldn' have lasted three minutes,” he said |

"My whole life I've done everything by the book, including paying for insurance.”

REALESTATE

Mr Paulger said police had yet to charge anyone with the robbery.. ‘

Asset Protection - The Tools

Insurance

e Public risk insurance

+ Life Insurance

* Professional indemnity insurance

1 IKOVE
REALESTATE
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20

Protection With Legal Structures

Trusts and companies are separate legal structures

Your assets Your trust’s
and risks assets and

risks

21

Structures - A Company

A Company has a separate legal existence.

@ Directors:
» Have control

» Take on risk

Members ¢ Director’s duties

(shareholders):

» Guarantees
* Own the company

* Appoint the directors

22

Structures - A Trust

Atrust is an arrangement where a trustee holds
assets for beneficiaries

Trustee: day-to-day control

s

Beneficiaries: receive income and capital

| KOVE

4
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* Broad range of
beneficiaries with
limited rights

* Appointor appoints
the Trustee

* Flexible distributions

REALESTATE

Discretionary Trust

23

o)

Appointor A

ARATEVE

Beneficiaries

Unit Trust

Unit Trust

Company

* Fixed distributions and
ownership

 Unit Holders appoint the
Trustee

REALESTATE

» Units issued like shares in a

24

Unit Trust

A A

Unit Holders

Hybrid Trust

25

Hybrid Trust
* Units issued like rustee

shares in a Company
* Also discretiona .

beneficiaries i Hybrid Trust
« Tax ALERT on gearing A I
« Difficulty borrowing

Unit Holders Beneficiaries
| LOVE <
9 N, Knowledge Source

REALESTATE
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Piggybank Trust

A Piggybank Trust is a protected w

discretionary trust.

Safe structure to hold key assets.
Piggybank

Trust

REALESTATE
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Bucket Company

A Bucket Company is a company used to
receive discretionary distributions and pay tax
at company rates.

°

Shareholder ﬁ

Piggybank Trust

REALESTATE
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A Typical Structure

El @
B -
Directors Personal

Trustees
w

Piggybank
Trust

| [shares ]
:I/TrusH\ h/Tru:tZ\ :I/Trust 3\ “ \ i

. & Bucket
| LY JAANIK

Company

1 OVE
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Technicalities Of Trusts

» Must be established correctly (Settlor, settled sum)
* Deed must have adequate powers

* The right people must be beneficiaries and

appointors

* Legal changes:

* Bamford

* Foreign stamp duty and land tax

REALESTATE

31

Land Tax & Discretionary Trusts

* Discretionary trusts may pay more land tax.

[State | Individual Threshold | Trust Threshold

NSW $734,000 Nil

Vic $250,000 $25,000
Qld $600,000 $350,000
SA. $369,000 $369,000
W.A. $300,000 $300,000

REALESTATE

32

Land Tax in NSW

» In NSW, discretionary trusts do not have a land tax
threshold

« For an individual the threshold is $734,000

* |s the asset protection and income tax minimisation
worth the land tax costs?

* A Land Tax Unit Trust passes the land tax to the unit

holder who can use their individual threshold.

1 OVE

REALESTATE
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One Company / Multiple Trusts

Use a separate company for each trust.
« Easy administration

» Land tax in Queensland

* Cross collateralisation

34

One Trust / Multiple Properties

[/ » 2D 4 A
aaN 2

Separate trust for each Multiple investments in one
investment structure

REAL ESTATE
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The Limits Of Structures

* Assets within the trust still affected by its risks

» Land tax and administration costs
* Director’s guarantees

» Poor administration

| KOVE 12 KKnowledge Source
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* What has the trust done before?

* Can you find the complete Deed?
* Is it properly established (signed)?
* Does it have adequate powers?

* Are the right people able to benefit?

REALESTATE

36

Checklist: Recycling A Structure

* Is it the right structure for your new project?

Q

* Do the right people have control (trustee, appointor)

* Is it worth protecting?

* Transfer to a Trust or lower risk spouse?
* Duty and CGT
* Transfer costs

» Clawback

REALESTATE

37

Protecting Existing Investments

The pseudo-protection of debt.

Al \ Value: $500,000

Debt: $200,000

Equity at risk:
$300,000

1 OVE

REALESTATE
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Protection For Personal Assets

Slides 27 — 31

| KOVE

REALESTATE
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Gift vs Loan

Investment

\ Trust

ASSET * Equity is retained by the lender
HELD HERE * Interest is tax deductible

%Q Borrowing g

40

Gift vs Loan

Piggybank Investment

Trust \ Trust

+ Equity moves to recipient ASSET
+ Interest is not tax deductible HELD HERE

P

Contributing Funds To A Trust

Is it a gift or a loan?
* Tax deductibility of the interest
*Where is the equity owned?

| KOVE 14 KKnowledge Source
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Gift And Loan Back Arrangement

Creates a friendly debt which can be secured.

Gift

Piggybank
Loan Trust

REALESTATE
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Security For Loans

Loans are only as secure as their security
*Mortgage

*Irrevocable Mortgage
*Caveat

*Registered vs registrable

REALESTATE

45

Contract Of Will

Securing a promise to make a gift under your Will.

= Promise to
w Gift in Will
o)
PR Mortgage
/ﬁ\ or Caveat
1 PVE ﬁ

REALESTATE
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Joint Venture Structures

» Structure will be driven by the deal.

* What is each party contributing?
* Capital

» Borrowing capacity
* Time / Skills

* Finding the deal

 Equal contribution or unequal?

47

JV Shared Serviceability

‘Partnership’ of trusts Shared Trust
o) 2 )
Company Unit Trust

Al Wn

48

JV Difference Contributions

Capital partner / Worker Servicing / Capital

Partner Partner

_|JointVenture| _ | Loan _‘
Agreement Agreement

| KOVE 16 KKnowledge Source
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Running Your Structures

+ Structures must be administered as a separate
legal entity
— Recording decisions in formal minutes
— Separate bank account

* Documentation of transactions
* Loan Agreements, Deeds of Gift, minutes

REALESTATE
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Structures And Divorce

* The power of the Family Court
* Who has the actual control?

* What can be done?
* Third party appointors
* Bloodline trusts
« Binding Financial Agreements

REALESTATE

51

Structures And Death

On death or incapacity, you cease to be a director,
appointor or trustee.

Who takes over?

Do you still have a role in
a JV structure?

1 OVE

REALESTATE

52
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Intestacy

» What happens if you do not have a Will ?

* What happens if you do not have an EPA ?

<7

REALESTATE
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Death And Wills

Wills cover personal assets, they may not cover:
* Trust assets

» Superannuation

\
« Joint tenanted property @N&‘Ql)
« Life insurance estame™t b

REALESTATE

55

Testamentary Trust Wills

» Tax advantages
* Asset protection advantages
* Bloodline restrictions

1 OVE

REALESTATE
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Bloodline Restricted Wills

Your assets can continue to be governed by your Will
into the future. This helps to exclude in-laws.

REALESTATE

57

Preventing Claims

* Clear communication
* Difficulty of proving the status of relationships

REALESTATE

58

Incapacity

* Enduring Powers of Attorney
* Financial decisions
» Healthcare decisions

* More than 420,000 Australians with dementia

Power of Attorney

]

1 OVE

REALESTATE
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Succession Planning Claims

» Family Provision claims against Estate
* NSW — the notional estate

59

Establishing Companies
and Trusts

lPSA

INVESTOR PACIFIC STRUCTURES
1300 411 653
info@investorpacificstructures.com.au

_—
H ...P d by... =
Wi.-DOM owered by PACIFIC LAW

60

Succession Planning and
Asset Protection Advice

—~

PACIFIC LAW

1300 151 651
info@pacificlaw.com.au

61

| KOVE
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Asset Protection

Action Required:

Who do | need to contact?

Time Frame:

| KOVE

4
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