CHINA BUSINESS 2T
LAW JOURNAL 55~

December 2013/January 2014 | Volume 5, Issue 1

Lo rin- e 1lj5 £
PS5 10 42 Zj)
Q0N T4 SR AR E) i )E e

Dezls of the year

Siirs et snane in 20153

= | BEWT REBRRRS: =Hes
3 || B R AT
VANTAGE
ASIA Roads less travelled: Better Party pill for all ills? Key issues

www.cblj.com

directions for African investment | in plenum’s reform manifesto

203F12A8/204F18 | £E58B%F 18

FWHE: BHER
RIMP AR ERZ
Dispute Digest: New HKIAC
chair charts way forward



RIEERE

B Rl B 8 ™ B9 B o AL B
Getting it right with international
portfolio diversification

Nick Tsilimidos

L. Papaphilippou & Co
BImE ST

e

ZEHRRHT

Associate

L. Papaphilippou & Co
Cyprus

& AT B B AR S5 IR R
IV ZFHEER, FEZFRAEE
FEEmEAN . FEANEKOER
MNHATEBIEBEME, ESHRET
UEBHAR NTAEIAFERENW
AHEHTEANTHZE. 2 HERS
TR, B AERAGEEE, FHRER
GBI MREEAEATROTHER
HEAE, FEERARE LB
AR AR R EE R ER
HIET R S S IR AR 55

BRI R EXBEBERMIEBBER
HAEEEK, NAEREEES AL
Rk, BE R E AL REM 0% R
A BN TR SRR R
A BN REEAEEE— TR
B, A EEPITHRKES IR,
N BLHTRENRE. 2 FENENE
AREWMPRNITEBRNRE R FEE
ROEEES, BAESHEAEALT
REOAREHR AW, BEAEAMBNED
MEBESHAMEHRARARE.
—BMETAREER, kR
EERENREANDLEEE. BT A
EEIBHRERAL BEHEMAT
RS HERC RS, AT B el A T AT e it
% RAKERMMER—, EIREREEE
WEAFTRF, BEERORETEE
mEE,

DEIRE

HENEERRIEBIMEWRSYEE
REMH LR E. £RE, L3 iEs
RERLAHFXTIFNR AR TE
£, AFMPETREANTEIERFEN

B8] 5% | CHINA BUSINESS LAW JOURNAL

ALMEWERRGE, BAREENFL.
SMAREZEDNZIAR BT E B EE
BENEEHMPET RSB XEZ
ERFESMXEFD, MIF—RERR
Z%

B S ERE TS LB KA E
E, A—ERE, LHEHATET bR
XRAWNPETIH A KBN £FE
Bt 7 2| 48RRI E TERIRAT
M LR X B HASHIEH, £
WHR SHMEEH FIRABEERERM
REEAR, EEFUFESHEALEL
BEONHEER, ARGEER. 82, X
EREZFPRSHNEEE, AR THHE
ERIBRMTIZNEE,

EHMRS

FRGBR AR N ECGTERETH
B —IEHRREAR. SRS
EEN AMUERERE, MAHRATRE
i, sEERSHEANLTHRAASTF
FPEE AFEER—IMRTRIERE, £
WHR S PMZREF R PR IFRR, B
WIRSKER EREA BIX—HR . BRT RATAT
BREENSMEEFE, TURFHG

FERERRAMEFEHHITIHTE.
HAFKAREERAEZE B S EEN
MEE, MATER, TARSHIERIZEE
BWANEIE AT FE R A F]

TSR I E SN HIEEEG
MR ERFERMKRE, FMRE—NHEEE
HITZHREE—EER. ERENMHA
EXRFENRRABELERR, —RIA
EEEWARSNENAERX, EAHKE
NEE—RAE, FLSSPR L#HEE & D

17 Ifigenias street
2007 Strovolos, P.O. Box 28541
2080 Nicosia, Cyprus

HiE Tel: +357 2227 1000
fEH Fax: +357 22271111

FE FHR44 E-mail: nt@papaphilippou.eu

www.papaphilippou.eu

MRFERHMEREENXY, SREANLT
VRBRAHER, BIRHNELRSE
Rz RER, TRt AR S5 F
HEN—RENE. EERENTR>
REFIEFTHEERIAIE FEAIAR 55, MR At
PTAMRFESE. HEDREK. RITHAR
R thB TN IMRITI. BRHRE TS
BB %5, LR —xRE AR SHIGLEE.

HEHIER S i EE

AABREALTNREERAEER
FERIE R R BOR KL A2, B EHKR
AEATFEA RSP AL 8 327 R
B~ B ENTNEFEBRET
MgFEE RN SHRESNEU RS #E
AT HFBEEN@EIEL At XELW
A, BAAZRAABAIIA R =g ERH
TR AR STk G o, BN FEALT
EMIH LR IIFZ 5.

%
=

HE—FRIE

EREATEMEEMTEMHEEN,
HATERFBRHEKR, TURSHGRE
I REBAFMENKEEEZHIMER
Bo E Ml AR S UG IR INE S BT & 1T
EEMREEE, AREBESRENT
BARD, BA, NS EITARE L&
s EEENMF EMEERM
Mo ATEFEBINRELRS, HEER
A R IS AN R ST R A AG RO INIE R N LS
e A AR SHH A B Z P mh L&
AR R RFYLAGE R, TEER DIRBIE S
B9 Z Al BR 557Kk T R R 7 5 i SIS R 42 0
sgxRY. W



espite the much awaited transition

to a consumption and service-driv-
en economy, the pulse of the Chinese
economy is very much still investment
led. The increasingly affluent population
of Chinese individuals and corporations
structuring their wealth offshore and di-
versifying their portfolios internation-
ally presents a huge market potential for
overseas portfolio management profes-
sionals. A great number of jurisdictions
worldwide, either through public or private
initiative, have taken the time to methodi-
cally build an understanding of the key
market of Chinese high net worth indi-
viduals (HNWIs) and, to a great extent,
have succeeded in getting them on board
their showpiece tax-attractive and asset-
protective structures and services.

The conceptual alliteration of the
services available, particularly in Common-
wealth and ex-Commonwealth jurisdictions,
makes it a challenging task for HNWIs and
their advisers in getting the top-tier jurisdic-
tion of their structure right. The selection
process will entail reasonably weighing up
a number of variables and advice, all of
which will ultimately be scrutinised against,
and decided alongside with, implementa-
tion and long-term maintenance costs.
The potential of acquiring a foreign citi-
zenship and passport has arguably moved
centre stage in jurisdiction decision making
nowadays, as ever more HNWIs are seeking
to couple investment returns with a gener-
ation-surviving legacy for themselves and
their dependants.

Once the jurisdiction has been decided
upon, it is of equal importance to consider
who can be entrusted with administering
the services in that jurisdiction. With the
portfolio management landscape pre-
dominantly coloured in by legal profes-
sionals, tax advisers and corporate service
providers of all shapes and sizes operating
far from the locality of the HNWI, putting
together the right decision-making
variables becomes ever more important in
choosing the right person for the job.

Corporate footprint

The footprint of the overseas profes-
sional in the Chinese market tops the
selection considerations. Presence by way
of branch or representative office in China
rather than a mere token presence pays
unquantified dividends in terms of building
business and professional ties of trust with
Chinese HNWIs. Interest in the Chinese
market can also be firmly conveyed by a

proven participation record of the profes-
sional in accredited networking events
taking place on Chinese soil. Consistency
in keeping up appearances in such events
is the key consideration, rather than a
one-off opportunistic dip of success.

The absence of actual physical
presence from the Chinese market should
not be deemed as detrimental, particularly
where it can be compensated by other
manifestations asserting the profession-
al’s interest in the Chinese market overall.
The existence of a fully fledged China desk
set up at the locality where the profes-
sional mainly carries out its operations
may vividly furnish such an interest. This
in its own right constitutes evidence that
the professional has legged out by capi-
talising on full-time staff and resources
readily available to follow up on requests
and convey information to Chinese HNWIs
in their native language. Overall, this
purports a high threshold of customer
service and a sense of commitment to the
Chinese client’s custom and market.

Full service

The integration of investment port-
folios in many sectors fleshes out the
importance of having corporate, legal and
accounting services provided under the
same roof. Comprehensive understand-
ing of a HNWI’s portfolio is essential not
only in decision-making terms, but also
for risk assessment purposes. Portfolio
handling is a demanding process and it is
essential that the professional entrusted
with maintaining it at a good standing
can in fact deliver to that standard. Apart
from keeping up with all administration-
al duties and compulsory formalities,
the professional would need to show an
equal diligence and anticipation in market
awareness. With substance of the portfolio
being a recurring ground of scrutiny with
tax authorities worldwide, the professional
should be in a position to advise, cater
and switch to credible corporate lodging
alternatives, if and when required.

Dealing with a sole provider further
impacts on keeping access and disclo-
sure of sensitive business information
and personal data to a minimum. Client
identification and source of funds due
diligence processes, universally associ-
ated with the engagement of any portfolio
management professional, are practi-
cally kept to a minimum as disclosures are
made to one firm. Should the devolution
of information be a prime concern, it is
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imperative for the HNWI to establish from
the outset that the professional engaged
is not an agent or a universal provider who
merely acts as a reseller of services of
others. Optional services enhancing con-
fidentiality and functionality of a HNWI's
portfolio, such as the provision of indi-
vidual and corporate directors, nominee
shareholders, bank account introduc-
tions and assistance with offshore bank
account openings, document custody and
re-mailing services are also dealt with by
the same professional.

Mutual and vested interest considerations

With HNWIs functionally fixated in the
decision-making process of their portfolio
and underlying structures, it is necessary to
ensure that the channel of communication
between HNWI and professional is comple-
mented by mutual understanding. HNWIs
should seek out professionals who are able
to show and maintain a vested interest
of their business with that of a HNWI’s
portfolio. These would be professionals
who also stand to benefit from the HNWI's
success in the market by being credited as
delivering top quality services to their client
and his/her portfolio enlargement.

Further assurances

HNWIs should enquire and establish
with reasonable care and certainty that
the professional has in place an indemnity
cover of a substantial surface when
compared to the overall portfolio value.
Professionals operating in a regulated
environment, such as law and accounting
firms, will undoubtedly be in a position
to provide a higher level of comfort to
HNWIs, since by the very nature of their
activities they will have to adhere to rules
set forth and reviewed by their regula-
tory body. Feedback from existing clients
and accreditations by independent rating
agencies should also be taken into account
in establishing a hands-on consensus of
the professional’s services. A resound-
ing clientele comprised of longstanding
corporate and institutional conglomerates
is undoubtedly indicative of incisive pro-
fessional services and constantly perform-
ing well in the high end.
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