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INTRODUCTION

INTRODUCTION

« Whatis a Family Office?

* Single Family Office vs. Multi Family Office

e Recenttrends in Singapore

 Factors to consider when setting up a Family
Office
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INTRODUCTION

Family Office:
An organisation who
assumes day-to-day

administration and
management of a
family’s affairs.
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What is a Family Office?

« Simplestdefinition: an organisation who assumes day-to-day
administration and management of a family’s affairs.

INTRODUCTION

 In practice, it meansa lot of different thingsto different
people.

« Most family offices focus on a combination of management
of investments, liaison with private banks, tax planning,
estate & philanthropic planning

* Increasingly many also focus on family governance and
succession planning
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Single Family Office vs.
Multi-Family Office

INTRODUCTION

« Traditionally family offices were single-family offices, which
consist of dedicated staff serving the broad needs of a single
ultra high-networth family.

« This has now broadenedto include awider range of wealthy
families, and given the costs of running a single-family
office, the multi-family office concept has become
increasingly popular.

« A multi-family office typically consists of an organisation
which providesinvestment management services to multiple

high-networth families
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Recent trends in Singapore

INTRODUCTION

« Aligned with Singapore’s growth as a centre for
private wealth and an attractive tax regime, the
following has been witnessed:

— an increase in the number of wealthy individuals from
abroad looking to relocate to Singapore and to set-up a
structure to manage their wealth

— Foreign professionals (typically with a banking
background) looking to set-up multi-family office type
structures to provide wealth managementsolutions to
high-networth clients in South-East Asia

— Anincrease in law firms and trust companiesto support
the above activity
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When looking to set up a family office in
Singapore, need to consider:

INTRODUCTION

Tax Implications

Residency Options

Regulatory Rules

Other Considerations
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High-net worth individuals seeking
to relocate to Singapore are
typically exploring 2 options:

e Assets held in Personal Name, with staff
hired either through a sole-proprietorship or
a separate entity

SINGLE FAMILY OFFICES

e Assets held through a Company, which then
hires the necessary staff to support the family
office
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Taxation

Consider tax treatment of both holding assets
in either personal name or company for:

SINGLE FAMILY OFFICES

e Dividend Income
e |nterestlncome
 Capital Gains

NB: This also applies to offshore companies which are managed and
controlled from Singapore & hence could be Singapore tax resident.
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Taxation - Dividends g
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Dividends from Dividends from Singapore companies are exempt

Singapore companies under the one-tier tax system

Exempt under Foreign
Sourced Income Exemption

Exempt when remitted
(subject to qualifying
conditions)

Dividends from
overseas companies
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Taxation - Interest

_

Exempt if from a bank or

ISn_terest from finance company approved Taxable
ingapore by MAS

SINGLE FAMILY OFFICES

Taxable if remitted or
Exempt deemed remitted into
Singapore

Interest from
overseas
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Taxation - Gains

No Capital Gains Tax

SINGLE FAMILY OFFICES

BUT As with Personal Name, but
there are laws or incentives
Gains may be assessed as which can give certainty
trading income and hence
taxed

IYE R PRACTI C E Establishing Inbound Family Offices In Singapore 15



@

Law & Incentive Schemes

Using a company has an advantage in that it can
give certainty:

SINGLE FAMILY OFFICE TAXATION

 Capital Gains safe harbour rules

e Enhanced Tier Fund Scheme
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Capital Gains Safe Harbour

In the 2012 budget, the governmentintroduced safe
harbour rules for capital gains.

Gains upon disposal of an equity investment are
guaranteed not to be treated as trading income provided:

SINGLE FAMILY OFFICE TAXATION

e Theinvestmentwas held through a company

e Theinvestmentrepresented at least 20% of the underlying
company

« Theinvestmentwas held for at least 2 years

This safe harbour rules are in place for disposals made
until May 2017
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Enhanced Tier Fund Scheme

Designed for funds, but can be used for family office companies

e« Administered by MAS - need to make application

SINGLE FAMILY OFFICE TAXATION

If below guidelines are met, specified income (including trading
gains) from designated investments could be exempt.

e Must have at least S$50m in assets

« Must be managed by alicensed, registered or exempted fund
management company

e Vehicle must be administered by a Singapore fund administrator
e Must hire at least 3 people each earning greater than S$3,500 per month

e Must incur at least $$200,000 in annual business spending
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Assets held in a trust:

Where assets are held by a trust:

— Where neither the settlor nor beneficiary is a Singapore resident or citizen,
then the trust is a Qualifying Foreign Trust

e Specified Income from Designated Investments (including gains) are tax exempt

* Includes income derived by an “eligible holding company” (one of whose
conditions is that it’s not incorporated in Singapore)

SINGLE FAMILY OFFICE TAXATION

— Where there is a resident individual settlor, the trust can be a Qualifying
Domestic Trust (provided the settlor isn’t sole beneficiary)

e Singapore-sourced investment income and foreign sourced income is exempt
e Also applies to holding companies under the trust

« Intention is to mirror rules for investments held by resident individuals

— The above are subject to further conditions
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Residence

2 main options for residence in Singapore:

SINGLE FAMILY OFFICE

e Permanent Residence

e EmploymentPass
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Permanent Residence

Applies to either holding assets in personal name or through a
company

 Financial Investor Scheme no longer exists

SINGLE FAMILY OFFICE- RESIDENCE

e Global Investor Programme available, but high barrier to entry
— Must invest at least S$ 2.5m in a new business or designated fund

— Must have a substantial business track record

« Regular PR process is long and not usually open to non-residents of
Singapore
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Employment Pass:

« Only applicable to those holding assets through a company,
though the individual could opt to set-up a separate
company for employment purposes

« EmploymentPasses are available to candidates with
appropriate qualifications & experience

SINGLE FAMILY OFFICE- RESIDENCE

« MOM will also look at salary and share capital of the
company

 Recent “Fair Consideration Framework” advertising rules will
(from August 2014) only apply to companieswith at least 25
employees and for salaries <S$12,000
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Regulatory Considerations

Subject to certain conditions, a wholly owned
company carrying out fund management for
either the individual (or connected persons) is
exempted from having a fund management
licence

SINGLE FAMILY OFFICES

[second schedule of Securities and Futures

Managing own investments (Licensing and Conduct of Business) regulations]
held in personal name is not a
regulated activity This exemption would still make the asset

holding company eligible to apply for the
Enhanced Tier Fund Scheme

NB: where the assets are held in a company under
a trust, the family office should take care not to
act in the role of a trustee (which is a regulated

activity)
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Other Considerations

When deciding between holding in personal
namevs. a company must also consider:

SINGLE FAMILY OFFICE

* Liability

« Employment of staff under either
arrangement

e Administration costs
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treatment requirements

* No limitation of liability
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MULTI-FAMILY OFFICES (MFO)

MFOs in Singapore will be set up as
companies

MULTI FAMILY OFFICES

e Residence rules will be similarto those of
SFOs

« Tax and regulatory considerations are
different
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Taxation

MFOs won’t hold any assets directly and will
either manage assets in special purpose entities
or via Limited Powers of Attorney

MULTI FAMILY OFFICES

 Incomewill usually be management &
performance fees, which will be taxed at
standard corporate tax rates

 FSI-FM exemption is available for fund
managers
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Taxation

FSI-Fund Management Award (FSI-FM) is available for fund
managers, which reduces the tax rate to 10%. At a
minimum, these conditions are:

MULTI FAMILY OFFICES

. Manaﬂer_must be licensed, registered or exempted
from having a capital markets services licence

e Manager must employ at least 3 experienced fund
management professionals (each earning at least S$
3,500 per month)

 Assets under management of at least S$250m

« MAS may also take into consideration other factors
such as growth targets, assets under management and
business spending
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Regulation

If MFOs are performing an investment
management function for their clients, then
they are required to be regulated.

MULTI FAMILY OFFICES

 As all MFO clients will be high net worth
investors, the degree of regulation will
depend upon

— the number of investors

— the amount of assets under management
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MFO- Regulation

Criteria Investor Profile Assets under
Management

Registered Fund
Manager Up to 30 Qualified Investors Up to S$250 million

MULTI FAMILY OFFICES

Licensed Fund
Manager - Accredited Qualified investors No restriction
Investors

Qualified investors include Accredited Investors or funds offered to Accredited
Investors

Accredited investors are individuals with net worth exceeding S$2m or with annual
income of at least S$300,000; or corporates with net assets exceeding S$10m

Establishing Inbound Family Offices In Singapore 31

IYER PRACTICE




@

MFO- Regulation

Key requirements for Registered Fund Managers:

MULTI FAMILY OFFICES

e Base capital of S$250,000

« At least 2 resident professionals with greater than 5 years’
experience

e Atleast 2 directors, at least one of whichis resident

« Appropriate compliance and risk managementarrangements
in place

Licensed (A/l) Fund Managers have additional risk-
based capital requirements, increased reporting and
require representatives to be registered
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MFO- Conclusion

There are fewer options for a multi family
office compared with a single family office

« A multi family office will be incorporated
as a company and hence will be subject
to corporate tax rates (though there s
an incentive scheme available)

IYER PRACTICE

There is a
greater

regulatory
burden
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MULTI FAMILY OFFICES
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Services:

SERVICES

e |International & Domestic Tax

« Company Formation & Administration The insight
. to be your

e« Trusts & Foundations trusted

e Immigration & HR adviser

 Regulatory & Compliance

« Accounting & Financial Reporting
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Contact Us

Shanker lyer

Email shanker@iyerpractice.com 80 Raffles Place
Mobile +65 9760 6488 #26-01 UOB Plaza 1
Phone +65 6532 5746 Singapore 048624

Fax +65 6532 7680

Keep yourself updated,
subscribe to our free quarterly newsletter at

lyerpractice.com

Disclaimer: This presentation of slides is intended as a general guide only, and the application of its contents to spedfic situations will depend
on the particular draumstances involved. Accordingly, readers should seek appropriate professional advice regarding any particular problems
that they encounter, and this presentation should not be relied on as a substitute for this advice. W hile all reasonable attempts have been made
to ensure that the information contained in this presentation is acaurate, The lyer Practice accepts no responsibility for any errors or omissions
it may contain, whether caused by negligence or otherwise, or for any losses, however aused, sustained by any person that relies on it.
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