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MANAGING OFFSHORE STRUCTURES
IN A RECESSION

A key element of West Corporation Limited’s management of client structures is
the constant and careful monitoring of client assets. This high degree of control
is crucial during periods of economic difficulty to reduce the level of capital loss
for our clients. It is the care and expertise that is central to our approach, which
we believe, makes West unique.

We have become used to long periods of sustained growth, benefiting from
rising asset values so that the onset and development of a recession could
have devastating consequences for the lifestyles of those who benefit from
offshore structures. However, asset and investment governance should be
sufficiently robust to handle varying economic scenarios equally adeptly. As
much as gains are the expectation in times of economic growth, losses may be
inevitable in a downturn. We cannot eliminate the possibility of loss, but we do
manage risks as carefully as possible.

West's approach to the management of client assets has the following
elements:

Ownership and Control

We restrict our directorships of client companies to those who are executive
directors of West. There are only a very small number of exceptions where a
senior manager may be appointed because of a specialist requirement.

For the trusts and estates that we look after West itself normally acts as sole
trustee or executor. If necessary, appropriate executive directors of West may
act as personal trustees, or we have carefully managed joint trustees, or private
trust company arrangements.

At all times we retain control and responsibility for our clients’ affairs. We take
advice from specialists but always stay in control of the process. Our strict
governance procedures and our in-house tax expertise prevents us from acting
as mere ciphers — we are not an organisation where, in effect, the real decisions
are made by others.

There are times when in the face of intense pressure we have to make
decisions not to act on advice if we believe it would not be in a client’s interest.
As an example, this approach has meant that our client structures have limited
exposure to hedge funds, structured products, or other complex investment
ideas that have subsequently proved to be so problematic. Where portfolio
investments are handled by discretionary managers our systems and
procedures ensure careful control of both the managers, their remit and
performance.
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Banking Arrangements

West's Banking Committee oversees assets held on deposit under the direct control of West's staff. Its most important
function is to maintain an oversight on the suitability of deposit takers and the basis upon which funds are deposited on a
day-to-day basis. The Banking Committee monitors the financial stability of banks with which West deals, makes
suggestions on changes to approved deposit takers or the degree of exposure to individual financial institutions. The
Committee monitors deposit rates, meets with banks and building societies to maintain and improve procedures, to
discuss concerns and to determine how rates for our clients can be optimised. The Committee also reviews electronic
banking systems to ensure their effectiveness and security.

Investment Appraisal and Strategic Responsibility

The management of marketable investment for West's clients is overseen by West's Investment Committee. In most
relevant cases, actual investment decisions are made by third party investment managers appointed under a
discretionary mandate. West's role is therefore to determine an investment strategy appropriate to the client in question,
to maintain a dialogue with the investment manager and to monitor their performance to ensure the chosen strategy is
being implemented. The actual performance of each portfolio is monitored using West's independent Performance
Appraisal system as described in the last Offshore Bulletin.

It is vital in periods of market turbulence that investment strategies are kept under constant review, both in overall terms
and on a client-by-client basis. Crucial to this assessment is the risk profile of each client that then largely determines
asset allocation. Some clients can accept a hopefully temporary reduction in the value of investments and take greater
risks with the expectation of benefiting from market recoveries. In other cases, any material outright loss of capital would
have severe repercussions so that the risk of such an occurrence must be minimised.

Taking the initiative to revise investment strategies in the light of market conditions to meet clients requirements is an
essential part of West's management.

The Investment Committee’s roles are therefore to:-

Act in an advisory capacity for investment strategy to match clients’ investment goals.

Review the range of investment managers used and compile a recommended list for consideration — in much the
same way as the choice of preferred bankers.

Periodically consider the performance of investment managers in absolute and relative terms.

Provide a rapid response forum for investment discussion as and when required, providing the flexibility to seize
opportunities and assess potential pitfalls.

Client Reviews

As part of continuing monitoring of client structures we have a regime of internal but semi-independent client reviews.

Staff (up to executive director level) who are not involved with a particular client periodically review a client’s affairs in
detail as part of our internal audit procedures. Exceptions or errors are noted and acted upon and any opportunities for
improving procedures and efficiencies are implemented. The reviews ensure that standards are maintained across all
clients.
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Property Management

Our proactive approach to protecting client structures also goes beyond cash and portfolio investments. We have
substantial experience of dealing with property investment arrangements. That experience becomes invaluable in the
current market, with fluctuating valuations and financing risks. All property-owning structures are subject to an ongoing
review, paying careful attention to structures with external finance, to monitor and address potential loan to value issues.

General Risk Management

In addition to all of the above, those directors responsible for the operational aspects of West and our in house Risk
Management Committee are charged with monitoring economic and market issues in general to ensure that we react
properly to developing conditions. In this way we ensure that our approach to client protection is a dynamic process that
reacts constantly to changing circumstances.

For further information please contact Charles Crossley.

Charles Crossley - Director
charles.crossley@westiom.com




Offs hore Services

The West Group of offshore service providers.
Contacts:

West Corporation Limited
Fiduciary Service Provider
Charles Crossley, email: charles.crossley@westiom.com

West Ship Management Limited
Ship management services
Frank Ravenscroft, email: west@wsmiom.com

West Insurance Management Limited
Captive insurance services
Isobel Foster, email: isobel.foster@westiom.com

West Pensions Limited
Pension services
Isobel Foster, email: isobel.foster@westiom.com

PKF (Isle of Man) LLC

Accounting, taxation, insolvency and forensic services
John Nugent, email:john.nugent@pkfiom.com

P O Box 16
Analyst House
20-26 Peel Road

Douglas

Isle of Man

IM99 1AP

Telephone: +44 (0)1624 652002
Fax: + 44(0)1624 652003
Email: mail@westiom.com
Website: www.westiom.com

This document has been prepared as a general guide. It is not intended to be a comprehensive statement of law or to be construed as legal advice. It
is not a substitute for specific professional advice. This material is not intended for distribution in any jurisdiction where such distribution would be
prohibited. Neither West Corporation Limited nor its directors or employees accept any responsibility and disclaim all liability for loss or damage
incurred by any party as a result of acting or refraining from acting upon anything contained in or omitted from this document.

West Corporation Limited is licensed by the Isle of Man Financial Supervision Commission to provide corporate and trust services.



