Family Limited Partnerships

A modern day alternative to trusts

UK taxpayers are now liable to an upfront
inheritance tax charge on assets contributed
into most new trusts and the trusts suffer
ongoing inheritance tax charges. However,
many wealthy families still want the non-
tax benefits offered by trusts, such as asset
protection, flexibility and control. A Family
Limited Partnership ("FLP") is a valuable
alternative to trusts: offering "trust-like"
benefits without the inheritance tax cost.

Structure

The FLP is managed by a general partner
("GP"), who manages the assets and whose
role is similar to a trustee. The GP does not
have any right to benefit from partnership
assets.

The family members are limited partners.
The limited partners have rights to capital
and income of the FLP, in a similar way to
beneficiaries of a trust.

Advantages

m Provides enhanced asset protection
against creditors, divorcing spouses and
other claims against family members.

m Protects against dissipation by family
members by restricting their access to
capital.

m Can include extensive discretion and
flexibility over the rights of family
members to receive income or capital —
in effect, similar to a discretionary trust.

m Can be used to hold assets (e.g. a family
business or high-risk assets) that a
professional trustee may be reluctant to
hold in a trust.

m Can be used to aggregate family assets,
e.g. to maintain a controlling voting
block of shares.
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Family Assets

Can include minor children or
grandchildren as partners (through a
"bare trust" layer).

Can be used to "offshore” UK assets by
changing their situs for inheritance tax.

The GP is usually a company controlled
by the client. Thus the client can have
a much higher level of control than is
possible under a trust — in effect, similar
to a private trust company, at much
lower cost.

Allows the client's children to be
involved, e.g. as directors of the GP
company, to gain experience and learn
responsibility, while still having restricted
rights to the assets.

The firm is valued for providing
prompt advice backed up by
"deep technical knowledge"
and for its expert co-ordination
with clients, offshore firms and
barristers when required
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Our wider firm

We provide a full range of legal
services including corporate, private
client, finance, tax, employment, real
estate, intellectual property and dispute
resolution advice.

We have a genuine pan-European
capability with more than 270 partners
and a total staff of over 1,330, and are
one of the leading firms for companies
doing business in Europe.

We provide legal services where our
clients most need them — latterly this has
led to us opening offices outside Europe
—in China and Dubai.

m We have extensive experience of
managing international transactions,
particularly in Europe, as well as between
Europe and the US, the Middle East and
Asia.

m We have the right blend of all-round
expertise, a commercial and pragmatic
approach, and a friendly and highly
motivated team.
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