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Paradise Papers: Queen's
private estate invested £10m
in offshore funds
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| The Queen's private estate invested £10m in offshore funds



By Paradise Papers reporting team
BBC Panorama

About £10m of the Queen's private money was invested offshore, leaked
documents show.

The Duchy of Lancaster, which provides the Queen with an income, held funds
in the Cayman Islands and Bermuda.

A small amount ended up in the company behind BrightHouse, a chain
accused of irresponsible lending, and Threshers, which went bust owing
£17.5m in UK tax.

The Duchy said the BrightHouse holding now equates to £3,208 and it was not
involved in fund investment decisions.

It added it had been unaware the stores featured in the investments.

The chief finance officer of the £500m estate, Chris Adcock, told the BBC:
"Our investment strategy is based on advice and recommendation from our
investment consultants and appropriate asset allocation...

"The Duchy has only invested in highly regarded private equity funds following
a strong recommendation from our investment consultants.”

A spokesperson for the Duchy of Lancaster added: "We operate a number of
investments and a few of these are with overseas funds. All of our investments
are fully audited and legitimate.

"The Queen voluntarily pays tax on any income she receives from the Duchy."

Duchy's reputation

Details about the Duchy's investments came to light in the Paradise Papers - a
leak of 13.4m documents from companies including Appleby, one of the
world's leading offshore law firms.

The two funds were based in British overseas territories with no corporation
tax and at the centre of the offshore financial industry.

But the Duchy said it was not aware there were tax advantages to it from
investing in offshore funds, adding that tax strategy was not a part of the
estate's investment policy.



Offshore investments of Queen’s private estate

The Queen

Duchy of Lancaster, the Queen's estate
invests
Around £10 million
2004 2005
| u
k4
iasted vested

| $7.5m

£5m
in Jubilee Absolute Return Fund in Dover Street VI Cayman Fund
Ltd, Bermuda LP, Cayman Islands

}

The company running the fund buys
a small interest in something called

Investment ended in 2010 Project Bertie
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This involves the takeover of two UK retailers:

@ BrightHouse
Your Weekly Payment Store
Rent-to-buy retailer BrightHouse (100%)
After the takeover, BrightHouse moves to Luxembourg, where
structures are created to reduce its UK tax bill. The Duchy's current
holding equates to £3,208 ($4,196)
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First Quench Retailing Ltd (75%),
including off-licence chain Threshers

Threshers goes into administration two years after the purchase,
owing £17.5m tax

Income and capital gains made from these investments are tax free,
because the Duchy is not subject to tax

However, the Queen voluntarily pays tax on income from the Duchy

Source: Paradise Papers, Panorama, Duchy of Lancaster BIB|C]

| Labour MP Dame Margaret Hodge says she is furious with those who advise the Queen

Under its new owners, Threshers' balance sheet was loaded with debt and it
paid no corporation tax for two years. When the drinks retailer went bust in
October 2009, almost 6,000 people lost their jobs.

The majority of Vision Capital's BrightHouse investment later ended up in a
company based in Luxembourg and it began paying less corporation tax in the
UK.

Last month, the UK's financial regulator, the Financial Conduct Authority,
said BrightHouse, which sells electrical goods and furniture predominantly to
people on lower incomes via weekly installments, had not acted as a




"responsible lender" and ordered it to pay £14.8m compensation to 249,000
customers.

The Duchy said its investment in the Cayman Islands fund is due to continue
until 2019 or 2020 and amounts to 0.3% of the total value of the estate, while
its interest in BrightHouse now equates to just 0.0006% of its wealth. The
Duchy did not provide a figure for its interest in Threshers.

Vision Capital said it "complies with all laws and regulations and pays its tax in
full and on time. Any suggestion to the contrary is wrong".

Analysis: BBC royal correspondent
Nicholas Witchell

The Paradise Papers' revelations over the Queen's finances are certainly
embarrassing.

Many will also view the Duchy of Lancaster's offshore investments in
BrightHouse and Threshers as dubious and inappropriate.

However, it is not a question of tax avoidance, but of judgement on behalf of
her advisers.

The Queen is officially exempt from UK tax laws, but voluntarily pays her
share of income tax on her £500m estate.

It is extraordinary and puzzling that her advisers could have felt that it was
appropriate - for somebody whose reputation is based so much on setting a
good example - to invest in these offshore funds.

There will be meetings and questions being asked within Buckingham Palace
this morning as the monarchy finds its reputation tarnished by association.

The Duchy's 2017 annual report says it "gives ongoing consideration
regarding any of its acts or omissions that could adversely impact the
reputation of the Duchy or Her Majesty The Queen".

Labour MP Margaret Hodge, the former chair of the Commons Public
Accounts Committee, said she was "pretty furious" with the Queen's
investment advisers, saying they were bringing her reputation into disrepute.

"It is so obvious that if you're looking after the money of the monarchy, you've
got to be actually cleaner than clean and you must never go near the dirty
world of money laundering, tax avoidance, tax evasion or actually making
money in dubious ways," she said.



'‘Preying on the vulnerable'

The business model of BrightHouse has long come under the spotlight.

A parliamentary report in 2015 said the company was charging interest rates

of up to 94%. One in five customers were in arrears and one in 10 purchases
ended in repossession. In one case examined by MPs and Lords, a Samsung
freezer cost £644 to buy in John Lewis but £1,716 under a five-year plan from
the chain.
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BrightHouse was attracting attention at the time of the Duchy's investment -
with the Financial Times challenging its chief executive in November 2008 to

respond to accusations that the chain was "preying on the vulnerable".

The company maintains it is a responsible lender and through its 300 stores
provides a services to millions of Britons who are unable to access up
traditional lines of credit.

BrightHouse told the Guardian newspaper it follows all relevant tax
regulations and pays its tax in full and on time.

Vision Capital announced it was acquiring the stakes in BrightHouse and
Threshers in June 2007.

Source documents



DOVER STREET VI CAYMAN FUND L.P.

AMENDED AND RESTATED LIMITED PARTNERSHIP AGREEMENT

Dated as of September 23, 2005

Limited Partners:

The Duchy of Lancaster

| Lancaster Place, Strand

London, England WC2E 7ED

UNITED KINGDOM $7,500,000.00°

Source: Paradise Papers BIB|C

The offshore leaked documents show the Duchy of Lancaster was among 46
investors in the $312m Dover Street VI Cayman Fund LP.



To: The Limited Partners of Dover Street VI L.P. and

Dover Street VI Cayman Fund LP.
From: The General Partner

RE: Capital Call of 6% of Capital Commitments due Wednesday, September 26,
2007

Dover Streei V1 L.P. (the “Fund™) has been funding 1z capital contributions to underlymg partmership
mwvestments and closed on several new ivestments, including Project Wachovia, THL VI, Project

American companies that have significant potential for improved performance and growth. Project
Bertie iz comprized ol a secondary mterest m Vision Capnal Partners VIBLP. a spoke” veluele
formed by Vision Capital Partners to acquire a portfolio of two retailers in the United Kingdom.

Source: Paradise Papers BIB|C

In September 2007, investors were asked to pay 6% of their financial
commitment into five investments, including "Project Bertie".

The investors were told Project Bertie was formed to take an interest in a
company set up by Vision Capital to "acquire a portfolio of two retailers in the
United Kingdom".

SCHEDULE B
Dover Street VI Cavman Fund L.P.
6% of Capital Commitments
Payable on Wednesday, September 26, 2007

Capital Amount of
Commitment  Capital Call
®) ($)

Limited Partners:

[ 3,000,000 180,000
The Duchy of Lancaster 7.500,000 450.000
(U £.000,000 480,000

Source: Paradise Papers B|B|C]



The Duchy of Lancaster's $450,000 commitment to the "capital call" is listed in
the documents.

Fund Name: Jubilee Absolute Return Fund
Late subscriptions for 21 June, 2004 Dealing Day

Name of Subscriber Class mount

Duchy of Lancaster B £5,000,000
[ ——— A €4,050,000
| A £1,350,000
[ A €4,050,000
Scurce: Paradise Papers BlB|C

Another document shows the investment in Jubilee Absolute Return Fund.

Full disclosure

Established more than 700 years ago, the Duchy of Lancaster has a
commercial and residential property portfolio and financial investments.

Its main purpose is to provide income for the Queen, who is known as the
"Duke of Lancaster".

Although the Duchy is not subject to tax, since 1993 the Queen has voluntarily
paid tax on any income she receives.

The Duchy's annual report and accounts include a summary of its holdings and
financial performance and are put before Parliament. The offshore
investments were not referenced in the reports but there is no requirement for
specific details of the Duchy's holdings to be disclosed.

Dave McClure, the author of a book about the wealth of the Royal Family, told
the BBC "pressure will grow on the Duchy to open up to proper parliamentary
scrutiny by the National Audit Office, which they've resisted for decades.

"The solution to the problem might be just full disclosure, so everyone knows
what investments they're investing in."
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The Duchy said the Queen "takes a keen interest in the Duchy's estates and
tenants" but "appoints a chancellor and the Duchy Council to administer the
affairs of Her Duchy. The chancellor delegates the oversight to the Duchy to
the Council".

Investors in the Dover Street VI Cayman Fund LP made a commitment for a
"given period" and are "not party to its ongoing investment decisions" or where
money is "ultimately invested", it added.

Asked whether the Duchy had other investments in offshore funds, it said it
"currently invests in a fund domiciled in Ireland".

The Chancellor of the Duchy of Lancaster is a government minister and sits
in the cabinet, but plays a nominal role in running the estate. The current
chancellor is Sir Patrick McLoughlin MP, the Chairman of the Conservative
Party.

At the time the Duchy initially invested in the Dover Street VI Cayman Fund LP
in September 2005, its chancellor was Labour MP John Hutton.

Ed Miliband was the chancellor of the Duchy at the time the call came to
invest in the company taking over BrightHouse and Threshers. Coincidentally
in 2016, the former Labour leader called for better regulation on buy-to-rent
firms such as BrightHouse in a film for the BBC's Victoria Derbyshire
programme.
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The papers are a huge batch of leaked documents mostly from offshore law
firm Appleby, along with corporate registries in 19 tax jurisdictions, which
reveal the financial dealings of politicians, celebrities, corporate giants and
business leaders.

The 13.4 million records were passed to German newspaper Suddeutsche
Zeitung and then shared with the International Consortium of Investigative
Journalists (IClJ). Panorama has led research for the BBC as part of a global
investigation involving nearly 100 other media organisations, including the
Guardian, in 67 countries. The BBC does not know the identity of the source.

Paradise Papers: Full coverage; follow reaction on Twitter using
#ParadisePapers; in the BBC News app, follow the tag "Paradise Papers"

Watch Panorama on the BBC iPlayer (UK viewers only)

Top stories

@ LIVE 'A friend to Watch Diogo Jota's I had a tough day,
everyone': Liverpool best career moments says Rachel Reeves
manager Arne Slot after Commons tears

remembers Diogo
Jota after death in car
crash

Sport - 19k viewing Sport + 2 hours ago 5 hours ago

More to explore

Y

| g V8
In pictures: Jota's best  Reeves bounces back Seven ways Starmer's
moments for club and after tears but plan could change the
country challenges remain NHS

Sport



Diddy's secret world BBC visits heart of Why the world's

revealed invideos and  Tibetan resistance as superyachts are
his voice notes showdown looms getting bigger and
between Dalai Lama bigger
and China

AL TR

B k
i i i

0 2025: As medics worked to Politics Essential: Get

Women's Eur

Groups, fixture dates save my dad, people the latest news and
and who are shared photos online analysis delivered to
favourites? your inbox every
weekday
Sport
Elsewhere on the BBC

A LIFE IN

' TEN PICTURES

Robin Williams

Robin Williams' life Pink Floyd's David How a sound effect
and career through Gilmour shares his became the ultimate
ten crucial Desert Island Discs movie in-joke
photographs
12 iPlayer 1l Sounds 12 iPlayer

+ Watchlist % Subscribe + Watchlist



pensions

4l Sounds

% Subscribe

Most read

1

Reservoir Dogs actor
Michael Madsen dies aged
67

BBC senior staff told to 'step
back' from duties following
row

Seven ways Starmer's plan
could change the NHS

Universal UK could feature
Europe's tallest rides

Citroen owners left stranded
over airbag safety risk

I had a tough day, says
Rachel Reeves after
Commons tears

Reeves bounces back after
tears but challenges remain

Labour peer dies while
swimming in river

Ryanair increases size limits
for free cabin bags

As medics worked to save
my dad, people shared
photos online



WHO

. 4\DO YOU

THINK

A

12 iPlayer I2 iPlayer




