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Financial Services from the
Heart of the South Pacific

+ 40 years of offshore asset protection
expertise

+ A strong judicial system founded on
English common law

+ Politically stable and sovereign - in free
association with New Zealand

+ Robust regulatory framework regulated
by the Financial Services Commission

+ Internationally compliant, with FATCA,
CRS compliant, on EU ‘White list’

+ Experienced Trustees with decades of
experience - specialising in offshore
asset protection
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Visit www.cookislandsfinance.com
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A Pioneering
Financial Hub

Insights from Tony Fe’ao on the Cook Islands’
Financial Services

By: Dominic Hale

Islands financial sector, discusses the evolution,

current offerings, and future directions of the
Cook Islands as a premier jurisdiction for wealth
management and asset protection.

In this interview, Tony Fe’ao, a key figure in the Cook

Over the past four decades, the Cook Islands has
established itself as a well-regulated and highly
regarded financial services hub, continually adapting
to meet global best practices and the needs of its
international clientele.
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Dominic Hale: The Cook Islands has been
a pioneering financial services jurisdic-
tion for over four decades now. What has
changed in that time in terms of its prod-
uct and service offering?

Tony Fe’ao: The Cook Islands has evolved into
a well-regulated, and highly regarded finan-
cial jurisdiction. We’ve aligned ourselves with
global best practices, offer a comprehensive
range of financial services and earned a rep-
utation as a world leader in the protection of
wealth.

We've built services and expertise around
wealth management, and in particular the
protection of wealth, developing a range of
products and solutions, including trust ad-
ministration, managed and private trust com-
panies, international companies, limited liabil-
ity companies and foundations. We also offer
insurance, private banking and ship registry
services.

Over the past 40 years, we have developed
a network of highly skilled, and multi-disci-
plined professionals in legal, accounting, and
fiduciary services. Many are internationally
trained and bring decades of experience in
wealth management, both locally and globally.

DH: What would you describe as the Cook
Islands’ signature product today?

TF: The Cook Islands Asset Protection Trust
(CIAPT) remains our signature product. Our
world-leading asset protection legislation ef-
fectively safeguards assets from various legal
and financial threats, providing a secure and
stable solution for wealth preservation.

CIAPT features include:

* Foreign Judgments

Cook Islands courts do not recognise foreign
judgments where they are based on law that
is inconsistent with Cook Islands law . In these
circumstances a judgment from a court in an-
other country will not be enforceable in the
Cook Islands and any claims against assets in
a CIAPT must be re-litigated within our juris-
diction.

* Forced Heirship

The assets in a CIAPT are safeguarded from
the forced heirship rules governing any per-
son related to the settlor. The Cook Islands’
International Trusts Act 1984 (ITA) does not
recognise such forced heirship rules.

* Bankruptcy

The integrity of a Cook Islands trust is main-
tained even if the trust’s settlor declares
bankruptcy in another country.

* Spendthrift Beneficiaries

A beneficiary’s interest in the assets
of a Cook Islands trust is safeguard-
ed from creditors, bankruptcy, and legal
claims for the duration of their lifetime.

* 2 Year Statute of limitation

Section 13B of ITA sets a two-year statute of
limitations for challenging asset transfers into
a CIAPT on grounds of fraudulent conveyance.
Where a creditor’s cause of action arises with-
in two years of the settlement being made,
the creditor must file an action in a court of

The financial services industry gives
our people the opportunity to have
arewarding and well-paying careetr,
while living and raising their families
in our little paradise.
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We are constantly reviewing

and revising laws and
regulations where necessary

to align with global

standards and address
international requirements.

competent jurisdiction within one year of the
settlement taking place.

Once in the Cook Islands court, creditors
must prove, beyond a reasonable doubt, that
the specific transfer was intended to defraud
them and made the Settlor insolvent.

The Cook Islands International Relationship
Trust (IRPT) is our most recent trust product.
Specified trust assets in an IRPT settled by
a couple are safeguarded and kept intact for
the trustee to administer if they separate or
divorce - preserving the assets for the couple
and, more importantly, their children.

DH: How has the Cook Islands managed to
stay ahead of a complex and ever-evolving
international regulatory landscape?

TF: We are constantly reviewing and revising
laws and regulations where necessary to align
with global standards and address interna-
tional requirements. This ensures compliance
with frameworks set out by international or-
ganisations such as the European Union (EU),
OECD and FATF.

Active collaboration with the EU, OECD and
FATF helps the Cook Islands adhere to glob-
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al best practices and changes. The Financial
Supervisory Commission, the Cook Islands’
regulatory body, performs regular audits,
monitoring, and compliance checks to ensure
service providers are following both and local
and international requirements.

DH: Why the Cook Islands and not some-
where else for individuals and families
looking to optimise management of their
wealth?

TF: The Cook Islands is the ideal jurisdiction
for wealth management due to our unique
combination of legal, regulatory, and practical
expertise.

* World Class Asset Protection

The Cook Islands has some of the world's
strongest asset protection trust laws - which
provide significant protection against cred-
itors and legal claims. The asset protection
provisions of the ITA, which are often referred
to as the ‘Gold Standard’ in asset protection,
have been applied and upheld by the Cook
Islands courts since their enactment. Clients
can establish tailored structures within our
asset protection framework to meet specific



The Cook Islands has some of the

world’s strongest asset protection
trust laws - which provide
significant protection against
creditors and legal claims.

wealth management needs, including asset
protection, estate planning, and business and
succession planning.

* Privacy Provisions

The Cook Islands does not have public regis-
ters for beneficial ownership of incorporated
entities or trusts. Our laws contain privacy
provisions and information will only be avail-
able on a court order or where requested by
law enforcement or the regulator. Attempts
to gather information without having specif-
ic grounds or evidence of wrongdoing (fishing
expeditions) are not tolerated.

* Legal and Regulatory Stability
The Cook Islands has a stable legal system

based on common law principles, offering
predictability and reliability. We have a High
Court and a Court of Appeal, with the high-
est appellate court being the Privy Council in
London. Judges in the High Court and Court
of Appeal are experienced New Zealand judg-
es who apply Cook Islands law.

* Tax-Neutral Jurisdiction

CIAPTS and Cook Islands international enti-
ties can be structured whereby local taxes will
not be imposed, effectively making them tax
neutral from a Cook Islands perspective.

« Compliance with International Standards

The Cook Islands complies with internation-
al standards on anti-money laundering (AML)

COOK ISLANDS FINANCE
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and counter-terrorism financing (CTF) and
has an active and effective industry regulator.

* Political and Economic Stability

The Cook Islands offers a politically and eco-
nomically stable environment, minimising
risks associated with geopolitical factors.
We also maintain very strong social and eco-
nomic ties with New Zealand. Our special re-
lationship is characterised by a unique free
association, allowing us full self-governance
while benefiting from New Zealand’s econom-
ic support, diplomatic backing, and shared
citizenship.

DH: What current or forthcoming devel-
opments are you most excited about and
why?

TF: Given the increased interest and demand
for captive insurance products and services
around the world, we are looking to develop
our captive insurance legislation to provide
exciting opportunities for businesses seeking
customised insurance solutions.

We’re also excited about the work we are
doing in our local community to raise aware-
ness round the financial services industry.

This includes the benefits it brings to our
economy, it’s low environmental impact and
the career opportunities that are available to
our young professionals.

The financial services industry gives our
people the opportunity to have a rewarding
and well-paying career, while living and raising
their families in our little paradise.

B Dominic Hale

Over the past 40 years, we have developed
a network of highly skilled, and multi-
disciplined professionals in legal,
accounting, and fiduciary services.

Many are internationally trained and
bring decades of experience in wealth
management, both locally and globally.

COOK ISLANDS FINANCE




The Cook Islands
Asset Protection
Framework

By: Alan Taylor

he Cook Islands is recognised
I internationally as a leader in the
protection of wealth. Over the past 40
years the Cook Islands has enacted a suite
of legislation focused on enhancing the

protection available to asset owners when
structuring and managing their wealth.

Regardless of whether the protection is from
those seeking to access that wealth by force,
litigation or legislation, whether through
illegal, unethical or immoral means, the Cook
Islands asset protection framework is designed
to provide security and peace of mind.

In 1989 the Cook Islands amended its
International Trusts Act 1984 (“ITA’) to include
provisions designed to provide certainty to the
process for claiming against assets when held
in trust by providing reference to specific dates
and events.

These provisions gave rise to what is now
commonly called the Cook Islands Asset : e
Protection Trust (‘CIAPT"). The CIAPT is well ; s

e known in international wealth structuring e =
. P . N i
> circles as providing the gold standard in asset "”’f‘:""’
” protection. e ;
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hat is maybe not so well known is the

other legislation enacted by the Cook
Islands providing structures for holding, in-
vesting and protecting assets that may be in-
tegrated with a CIAPT, or stand alone, to pro-
duce or form part of an international wealth
management plan.

Those structures include:

1. International Companies incorpo-
rated pursuant to the International
Companies Act 1981-82, as amended
(“ICA”);

2. Foundations established pursuant to
the Foundations Act 2012, as amend-
ed; and

3. Limited Liability Companies incor-
porated pursuant to the Limited
Liability Companies Act 2008, as
amended (“LLCA”).

Cook Islands asset
protection framework
isdesigned to provide
security and peace of
mind.

These statutes each contain specific provi-
sions designed to protect assets. The follow-
ing highlights the most significant of those
provisions:

International Companies

Section 228B of the ICA provides that upon
the happening of a specified event a share
held by any person affected by that event
or any interest a person has in a share of the
company, or any other interest that arises
due to the fact the person is a member of the
international company, shall automatically
pass to a specified person. Such events and

11



The Cook Islands courts and legislature
have assisted those looking for legal
means to preserve wealth by developing
and codifying the laws pertaining to
trusts, companies and foundations

persons must be specified in the company’s
articles of association. This provision has ob-
vious benefits for those whose assets may
come under threat from unstable govern-
ments and other political regimes. For exam-
ple, where a foreign government expropriates
the membership interest of a member of the
international company, the ownership of that
share will automatically vest in the specified
person.

Foundations

The Cook Islands has combined some of
the technical and practical features of both
its international trusts and international com-
panies giving rise to the Cook Islands Foun-
dation (“CIF”), a wealth planning vehicle that
is recognised internationally, in both civil and
common law jurisdictions, for its flexibility
and ease of administration.

The Foundations Act provides very similar
asset protection features as the ITA, includ-
ing:

+ Certainty as to timing and events for
creditors to claim against assets of the
CIF;

+ The non-recognition of foreign judge-
ments inconsistent with Cook Islands
law;

+ Forced heirship rights in a founder’s
home jurisdiction not invalidating the
CIF or transfers to it;

+ A CIF continuing to exist notwithstand-
ing a founder may be declared bankrupt
in his/her home jurisdiction;

+ The only remedy available to a credi-
tor successful in proving a transfer to a
CIF was intended to defraud, being an
award of damages from the assets of
the CIF.

The flexibility offered by a CIF through
carefully drafted Foundation Rules and the
active involvement available to the founder
and his/her family and associates in the oper-
ation of the CIF, makes it an attractive option
when implementing a wealth management
plan to hold, invest and transfer assets to the
next generation. A CIF is functional, practical
and easy to administer whether used as an al-
ternative to or in conjunction with a trust, for
succession, philanthropic or business objec-
tives.

Limited Liability Companies

The Cook Islands Limited Liability Company
(“CILLC”) is an important component in the
suite of wealth planning tools the Cook Is-
lands offers to professional service providers
and their clients. Whilst addressing concerns
US attorneys face when using domestic US
LLCs, the CILLC appeals to an international
client base due to the flexibility, certainty and
enhanced protection it provides when struc-
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turing and managing wealth. It gives its mem-
bers the opportunity to implement a manage-
ment and ownership structure best suited to
hold and invest both their liquid and illiquid
assets.

The LLCA has incorporated several asset
protection features consistent with the Cook
Islands asset protection framework. The
most notable of these being the provision of
a charging order as the “sole and exclusive
remedy available to a creditor in respect of a
member’s Membership rights.”

The Cook Islands has made it clear that
such charging orders will not operate as a lien
over the member’s interest in the CILLC and
the creditor will not become an assignee of
any of the membership interests.

Any rights and obligations existing in rela-
tion to a membership interest, which is the
subject of a charging order, shall apply to the
member as if the charging order had not been
issued.

Other asset protection features of the
LLCA include:

+ The person in whose favour a charging
order has been issued shall have no
right to interfere in the management of
the CILLGC, seize or liquidate its assets

or effect its dissolution;

+  Contribution calls made by the CILLC
on members can be paid by the com-
pany from capital or income otherwise
payable to members as distributions.
This is also the case where a charging
order has been issued upon a mem-
ber’s interest. In such circumstances
as the distribution will never reach the
member, the creditor has no claim to it;

+  Foreign judgements seeking to deprive
a member of a CILLC of any member-
ship interest or rights will not be rec-
ognised in the Cook Islands courts.

Conclusion

For centuries people have been seeking
and finding ways, both legal and otherwise, to
protect and preserve their wealth. The Cook
Islands courts and legislature have assisted
those looking for legal means by developing
and codifying the laws pertaining to trusts,
companies and foundations.

The Cook Islands structures created pro-
vide an ideal platform from which wealth can
be held, managed, invested, distributed and,
most importantly, protected and preserved
to ensure succession to the next generations.

B Alan Taylor

Author Bio
Alan Taylor

Alan Taylor is the Legal Technical Advisor for
Cook Islands Financial Services Development
Authority (Cook Islands Finance). Alan
graduated from Auckland University in New
Zealand with degrees in law and economics

and is admitted to the bar in New Zealand.

Alan is a member of STEP, the Institute of
Leadership and Management, and the New
Zealand Institute of Directors. Alan has worked
in the international financial services industry

in the Cook Islands, Jersey, and Singapore.

He has held legal, business development, and
senior management positions in both public and
private organisations.
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The Cook Islands International -
Relationship Property Trust

AR
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The Cook Islands is internationally recognised for its international trust,
particularly the enhanced asset protection provisions provided to settlors
through those trusts. The most recent development, however, in Cl trust
law is not focused on protecting a settlor’s assets from creditors, but

protecting settlors from themselves!

he Cook Islands International Relationship

Property Act 2021 (“Act”) is a unique initia-
tive allowing couples to settle assets on trust
when they are in a relationship that are to be
kept in trust when they are not.

The Act provides a statutory regime under
which couples in a relationship may settle an
irrevocable trust and provide certainty as to
how settled property is administered, man-
aged and distributed during their relationship
and in the event of their separation whilst pro-
tecting it from themselves as well as foreign
courts where their circumstances change.

It is not uncommon that when a couple sep-
arates there is a division of their matrimonial
property if they are married or their relation-
ship property if they are in a civil union or
de-facto relationship. This can be and often
is to the detriment of one spouse but more
significantly to the children of the relation-
ship. Succession plans are ignored, long-term
investments are liquidated at reduced prices,
and assets originally intended for the future
benefit of the couple’s children are divided
and transferred to new relationships and oth-
er children.

Trusts generally enable assets to be re-
tained and kept intact and managed for the
benefit of the settlors’ family, even where the
settlors separate or divorce. However, over the
past 20 years or so matrimonial courts have
extended their jurisdiction to bring assets
held in family trusts into matrimonial property
disputes. The courts have not been precluded
from altering such settlements, ranging from
wholly excluding a beneficiary from a settle-
ment to transferring some trust or other asset
to a non-beneficiary free from all trusts. The
trust is treated as though it never existed.

14

The International
Relationship Property
Trust provides a solution
whereby couples can choose
to keep designated trust
assets intact, in defined
shares and under common
management, in the event of
their separation or divorce.

Couples in dispute will often forget the in-
tentions and desires they had when settling
assets onto the trust in the good times when
things turn acrimonious. Lawyers are deter-
mined to get their client the best possible
deal and courts want to be seen to be equita-
ble. The long-term interests of beneficiaries,
usually the settlor’s children, and the settlors
themselves, are overlooked for short-term
solutions.

The International Retirement Property
Trust (“IRPT”) seeks to address this prob-
lem, providing settlors with a solution whereby
couples can choose to keep designated trust
assets intact, in defined shares and under
common management, in the event of their
separation or divorce.

One of the key features of the Act is how it

COOK ISLANDS FINANCE



FEATURE SUPPLEMENT

provides for the protection of family business-
es. Family businesses are particularly suscep-
tible to the separation or divorce of the share-
holders. The forced sale of ownership interests
in a family business can be catastrophic to
both its value, and the interests of the bene-
ficiaries, often resulting in the demise of the
business.

Special provision is therefore made in the Act
for the settlement of family-owned business-
es onto the IRPT. The Act provides for the re-
tention of a family business and its ownership
indefinitely or for a specified period of time.

The trustee may however apply to the High
Court of the Cook Islands to have a family busi-
ness sold or for the business or proceeds of
sale to be divided and distributed to beneficia-
ries if the purpose for retention ceases to exist
oritisinthe best interests of the beneficiaries.
Provision is also made for the management of
a family business by a controlling principal (be-
ing someone with sufficient ownership of the
business to be able to exercise effective con-
trol) where it is seen as in the best interests of
beneficiaries that the business continues fol-
lowing separation.

Other features of the Act include:

* Rights restricted: The right of a party
to challenge the terms of the IRPT at a
later date is restricted, as are the rem-
edies available upon a successful chal-
lenge.

* Foreign judgements: Foreign judge-
ments are unenforceable if they are in-
consistent with the objectives or partic-
ular provisions of the Act or their effect
is to deal with trust property contrary to
the terms of the trust instrument. De-
spite this, the High Court of the Cook Is-
lands can recognise a foreign judgment
that equitably adjusts the shares of the
beneficiaries, or provides for a child’s
right of support or to the extent that it is
not inconsistent.

*  Power to amend the trustinstrument:
A trust instrument can only be amend-
ed pursuant to its terms or by the High
Court of the Cook Islands. However, it
can only be amended by the court once

COOK ISLANDS FINANCE

a settlor has given a separation notice to
the trustee.

* Independent legal representation:
Before entering into a relationship
agreement and settling the IRPT, the
couple must have independent legal
representation and provide full disclo-
sure of assets and income.

* Relationship agreement: The trust in-
strument must contain a relationship
agreement entered into by the couple
which affirms, modifies or waives rights
or obligations they have in regards to the
relationship property settled whilst they
are in the relationship and upon their
separation

* Legal effect: The legal effect of settle-
ment and registration of an IRPT is that
the trust must be administered in accor-
dance with the trust instrument and, in
the event of the couple’s separation, the
relationship property must remain intact
and remain on the trusts declared and
must not be divided and distributed to
the beneficiaries unless the trust instru-
ment provides. The relationship proper-
ty must be administered and managed
in accordance with the trust instrument
for the benefit of the beneficiaries ac-
cording to their respective beneficial
shares.

CONCLUSION

The IRPT provides a practical solution to an
increasingly common problem. It allows cou-
ples to overcome the uncertainties inherent in
relationships and the impact that might have
on their property and more significantly their
children.

The IRPT provides certainty as to how spe-
cific property set aside as “relationship prop-
erty” will be administered, managed, and dis-
tributed during the relationship and following
the couple’s separation. Assets remain intact
and available for the benefit of both the cou-
ple and their children under the terms of the
trust instrument providing stability and peace
of mind to all parties concerned.

M Alan Taylor
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Safeguarding
Family Wealth.

Protect relationship property
from the consequences of
divorce and separation.

A Cook Islands International Relationship Property Trust (IRPT) provides
certainty as to how specific property set aside as “relationship property”
will be administered, managed, and distributed during the relationship and
following a couple’s separation.

Assets remain intact and available for the benefit of both the couple and

their children - under the terms of the trust instrument - providing stability SCAN for more IRPT info
and peace of mind to all parties concerned.
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