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foreword
History suggests that philanthropy, in its simplest form of giving sums of wealth to
those who are less fortunate, is as old as fiat money itself. Many of the world’s ancient
civilisations had a concept of giving, with no expectation of return. The ancient Jews
referred to this as Tzedakah – the idea that social justice is a two-way phenomenon,
in which the giver and the receiver both benefit from the transaction. In contrast, the
ancient Greeks thrust a civic duty onto the noblemen and wealthy individuals of their
citadels. In bearing the responsibility, either voluntarily or under significant pressure,
the rich of ancient Greece were expected to fund the construction of temples, city
walls, municipal amenities and more. As the early trade and barter economy was
phased out and replaced by the currency system of trading, those who accumulated
large amounts of disposable income – and so were considered to be more fortunate
– often felt that they had a moral duty to donate a portion of it, irrespective of where
they lived or their cultural background. As humanity progressed through various
economic phases, the way this was done changed drastically. With more
advanced technologies developing and becoming more readily available
with each generation that passes, the goal remains the same – a will to
do good with one’s wealth, to live one’s values through philanthropic
giving, social investment and impact/ESG investment.
Giving aways sums of wealth to do good is more popular than ever. In both
its traditional mode, and new innovative ways, it remains a fixture for families
and investors looking to progress a particular cause, or remedy an identified
problem. Financial centres such as Guernsey have been integral to this. With
an existing eco-system already at hand, including specialist professionals and
practitioners, structures and vehicles, they are best placed to conduct the
logistical and practical efforts required.
Philanthropy Impact’s mission is to increase philanthropic giving, social investment
and impact/ESG investing in all areas of the United Kingdom and across Europe.
Drawing on research, we focus on building the will and capacity of professional
advisors (investment professionals and financial planners, private client advisors,
wealth management, private banking, independent financial advice, tax and
legal sectors) to support their (U)HNW private clients on their philanthropic
and social impact journey.
We achieve our vision by working with professional advisors, philanthropists,
social/impact investors, charities, and government to develop greater expertise,
awareness, and impact in philanthropic and social impact investment action,
providing thought leadership, events, CPD Certified training, bespoke
networking opportunities, publications and resources for advisors.

John Pepin, Chief Executive Officer, Philanthropy Impact
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GLOBAL trends
and insights
A key trend that runs through much of the research into modern day
philanthropy appears to point in one direction: greater involvement of
philanthropists with the charities, foundations and causes that they support,
along with improved transparency within their own organisations and in the
third-party charities and foundations that they seek to work with.
Impact and involvement
The think-tank Philanthropy Impact has recently reported that modern
philanthropists are, more than ever before, eager to be involved in the
process of conducting philanthropy. From the initial offering up of capital
all the way through to assessing the impact it has in real, tangible terms,
findings indicate that the philanthropists of today want to be more
involved in the process from start to finish.
It is clear, then, that philanthropists want to be involved, and see the impact
of their wealth. ‘Cheque-book philanthropy’, in which an individual simply
makes a donation to a cause or charity that they know little about, or have
little to no control over, appears to be much less popular than it once
was. Philanthropists want to choose the cause(s) they support.
Philanthropy Impact has also found that more often than not, the modern
philanthropist is eager to have a strong say in how the capital is used within
the particular cause that they support. Transparency and good governance
has risen in importance.
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Transparency and good governance
Good governance and clear transparency have become integral parts
of modern finance. In addition to the rising popularity of ‘E’ (environment)
and ‘S’ (social) of ESG, governance has also become important.
This is equally true of the third sector and an important element of modern
philanthropy, too. Not only within a philanthropist’s own organisation, but
also within the third-party charities and foundations they work with to achieve
their desired impact. Philanthropists of today typically want to understand
how a charity will use a lump sum to achieve a particular outcome.
This includes understanding the inner workings of a charity – notably
whether the internal governance is in a good state, or not. All of this
requires a degree of transparency and openness.
Research, published jointly by Guernsey Finance and Family Capital
in 2021, found that this trend is not contained to charitable or philanthropic
endeavours. HNWs and UHNWs reported their eagerness to improve good
governance within their family offices and personal private wealth vehicles.
The research commissioned by Guernsey Finance found that there are
approximately 5,000 family offices operating worldwide, mostly in Europe
and North America – a number that has roughly doubled in the last decade.
As the family office becomes more popular as a vehicle for servicing private
wealth, enabling global capital flows into both private and public markets,
the issue of good governance – and how to achieve it – becomes
an issue of greater urgency.
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Products, structures
and vehicles
Guernsey’s service providers report a significant increase in the number of HNW
and UHNWs using structures available on-island to conduct philanthropy. Guernsey
structures enable families to maintain control over their wealth, and where it is
invested or given.
There are a variety of products, structures and vehicles available that can be
used to satisfy the changing needs of the modern philanthropist. These include:

Guernsey Foundation
Guernsey Charitable Trust
Guernsey Purpose Trust
Guernsey Limited By Guarantee (LBG) Company
Guernsey Private Investment Fund (PIF) Regime
Guernsey Charitable Association
Guernsey Protected/Incorporated Cell Company
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the guernsey
foundation
What is it?
The Guernsey Foundation was passed into law in 2012 by the States of Guernsey,
as the Foundations (Guernsey) Law (as amended), and came into effect in 2013.
It was created to appeal to those families and investors who are more familiar with
a civil law approach to conducting business, and less accustomed to Guernsey’s
different, common law format.
A Guernsey Foundation, is a hybrid between a company and a trust. It has neither
members nor shareholders and has legal personality, enabling it to act and exercise
powers and be bound by obligations in the same way that a corporate trustee is.
It is usually established with a particular purpose or mission, which might include
asset protection, corporate restructuring, wealth planning, or charitable and
philanthropic giving.
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How does it work?
The Foundation has become very popular among high-net-worth families and
investors in recent years. Law firm Mourant, through its Guernsey office, has reported
that roughly one third of all Guernsey Foundations established since the law came
into effect in 2013 have been used for charitable and philanthropic purposes.
This is not surprising, since the concept originates from civil law jurisdictions
in which they were also used for hundreds of years to conduct philanthropy.
Our findings suggest that the Guernsey Foundation, as a vehicle, has risen in
popularity among philanthropists who are also from common law jurisdictions.
This is not surprising, as it strongly correlates with philanthropists of today wanting
to have greater control over the cause they are supporting – and the Guernsey
Foundation enables the individual to maintain a great degree of control over their
wealth, and how it is funneled into a cause or third-party charitable organisation.
Benefits
Cheap registration fees
Simplified structure
Retention of control

Case study: using a Foundation for philanthropy and funding medical research
A Guernsey Foundation was set up to mirror a foundation already in existence in
another jurisdiction, in light of the founder’s desire to have a foundation in a reputable
jurisdiction with professional service providers and in the same time zone as the UK.
Going forward, philanthropic endeavours would be undertaken by the Guernsey
Foundation with purposes focused on funding medical research and treatment
studies. A modern constitution designed for long-term management of philanthropic
donations was designed with input from the founder, who was specific on the area
of philanthropic donating he wanted the foundation to focus on, but without overly
prescribing what charities and organisations could benefit. The founder was from
a jurisdiction where a foundation, being a separate legal person, was familiar to
them and which from a tax perspective was advised to be a suitable structure.
Case study provided by Ogier.

12

the guernsey
charitable trust
What is it?
A trust is a legally binding structure in which the ownership powers are separated
from the right to benefit from the trust. It involves a settlor transferring assets and
wealth to another, the trustee. The trustee holds the assets and wealth on behalf
of another person – the beneficiary.
A Guernsey Charitable Trust is a structure that has been established solely to fulfill
charitable or philanthropic activities. Such activities must be encompassed, in legal
terms, within what is accepted to be a charitable economic activity.
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How does it work?
A key benefit of using a Guernsey Charitable Trust is the requirement to prove
that the activity is legitimately charitable in nature. This is done by providing evidence
of the economic activity undertaken to the Guernsey Financial Services Commission
(GFSC). This distinguishes it from the Guernsey Purpose Trust, which does not require
the philanthropist to do this. A clear advantage is that transparency is created,
whereby the philanthropist can draw on the evidence as proof of their actions.
Additionally, any assets placed into the charitable trust are automatically no longer
part of the settlor’s estate. As a result, the charitable trust can preserve the wealth
that is intended for charitable or philanthropic activity, and in a tax neutral way.
Benefits
Cheap registration fees, relative to incorporated vehicles
Simplified structure
Ease of process - enables specialist trustees to conduct the charitable
giving in practical terms
No central registry requirement

Case study: using a Charitable Trust to give to third-party charitable organisations
A Guernsey Law Charitable Trust was established in order to make periodic donations
to a number of charitable organisations in a location of emotional importance to the
settlor. Investments are held which generate income that can be periodically donated
to a number of worthy charities identified by the settlor, with the capital ultimately to
be divided amongst the charities named in the trust instrument or such other charities
of a similar nature identified by the trustee. As the trust did not generate income over
a certain amount and as the trust is administered by a registered fiduciary service
provider in Guernsey, the trust was not required to be registered, although a benefit
of Guernsey legislation is that the settlor could have sought for the trust to be
registered if he had chosen so.
Case study provided by Ogier.
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the guernsey
purpose trust
What is it?
The concept of a Guernsey Purpose Trust is to establish a trust structure,
but without clear beneficiaries. Instead, the trust is assigned a purpose, which
can be charitable or non-charitable. Unlike a regular trust structure, an enforcer
is required. An enforcer is an individual who ensures the trust is operating
according to its purpose. Otherwise, it is largely similar to a trust structure
in almost every other way.
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How does it work?
Our findings suggest the modern philanthropist is eager to achieve maximum
impact, in terms of readily achievable results and outcomes. A Guernsey Purpose
Trust is well placed to service such a philanthropist – its purpose, and therefore
reason for being, is solely to progress a particular cause or charitable goal.
By hinging the structure’s existence on fulfilling this purpose, the philanthropist
can ensure maximum impact. Moreover, by using a Purpose Trust, philanthropists
can measure the amount that is contributed, and in turn the impact of their efforts.
As such, the impact can be closely monitored.
Benefits
Cheap registration fees, relative to incorporated vehicles
Simplified structure
Ease of process - enables specialist trustees to conduct the charitable
giving in practical terms
Efficient - ensures that the clear, established purpose is being met

Case study: operating a foreign charitable foundation through a Purpose Trust
A Guernsey Law Non-Charitable Purpose Trust provided an appropriate structure
for an individual seeking to establish a structure to facilitate the operations of a
foreign charitable foundation. Establishing this type of structure in Guernsey was
considered appropriate due to its positive reputation and the level of professional
services provided. Further, the settlor took tax advice which confirmed that a Guernsey
non-charitable trust would provide benefits because of the structure’s charitable
endeavours. The trust was drafted with purposes appropriate for, and in line with, the
requirements of the foundation and with appropriate oversight by way of an enforcer
known to the settlor. A Guernsey regulated fiduciary services provider was considered
best placed to provide professional services in relation to the trust.
Case study provided by Ogier.
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Guernsey Limited
by guarantee
LBG company
What is it?
An LBG is a company that has neither shareholders, nor share capital of its own.
The organisation has a select number of members (guarantors) who ensure it remains
liquid by covering any debts or liabilities incurred, to prevent it from being declared
bankrupt. This is an agreed, nominal amount.
Just like any other company structure, an LBG must register with the Guernsey
Company Registrar – its existence on the Register will be made publicly known.
It is compulsory for LBGs to complete ongoing, statutory requirements.
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COMPANY
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How does it work?
Similar to other structures mentioned, an LBG can be established with one mission
in mind: philanthropy. By hinging the structure’s existence on fulfilling the main
purpose of giving sums to an identified cause, the modern philanthropist is able
to ensure the exact sum that will be contributed, but also measure the amount,
and therefore understand the extent of impact achieved.
An LBG is not designed to generate revenue or a profit. It is therefore well
placed to engage in not-for-profit activities such as philanthropy.
Benefits
Directors and staff are not personally liable for the company’s debts
Unlike a trust structure, in which trustees as individuals hold assets on
behalf of the trust, an LBG has legal character in its own right to hold
assets in its own name
Low set-up cost
Simplified structure

Case study: Launching a community centre and retreat through a LBG Company
A client looking to establish a community centre and retreat utilised the Guernsey
Incorporated Company Limited By Guarantee route. The company acquired and
held (either directly or through holding structure) the property. With the purpose
of the company being to hold a community-based centre, a company limited by
guarantee provided a suitable option, limiting the liability of the directors, who
acted without remuneration, from the debts of the company. Even though the
community-based project was not designed for profit, the company may be
required to directly enter into contracts. As such. an LBG Company was the
appropriate option in this case as the an incorporated association was preferable.
Case study provided by Ogier.
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tHE gUERNSEY PRIVATE
INVESTMENT FUND REGIME
What is it?
The Guernsey Private Investment Fund (PIF) regime was launched by the island’s
regulatory body – the GFSC – in recognition that a flexible, cost-effective and
timely product can be useful when attempting to launch a fund. As such, the
PIF is regulated, and so must meet the definitions of a Collective Investment
Fund under the Protection of Investors (Guernsey) Law. The product has a
strong focus on good governance, particularly in managing conflicts of interest.
Following a 2021 revision, there are three routes to registering a PIF:
Route 1 – Using an established manager.
Route 2 – A fund where all investors are considered to be Qualifying investors.
Route 3 – Investors who share a familial relationship.
The third route has become extremely popular with family office vehicles,
enabling them to co-invest into a particular venture or cause.

General
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LIMITED
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COMPANY
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How does it work?
PIFs enable the philanthropist to engage in new and sophisticated ways of delivering
an impact, with the added benefit of generating an economic return as well as the
intended social one.
Utilising the PIF for philanthropic activities gives flexibility in the form of pooling
wealth. The third route option enables investors with a familial connection
to join together to conduct philanthropic-led impact investments.
Benefits
Low set-up cost
Simplified structure
Flexibility in legal character
Regulatory approval can be obtained in 24 hours
A straightforward application process in which a declaration
to the GFSC is required
The fund can be open/closed-ended
Focus on good governance
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Case study: Private Investment Fund as an ideal structure for sustainable
and impact investing
Whilst trusts and foundations are frequently used structures for families to deploy
philanthropic funding into sustainability and impact-focused activities they can quickly
become complex and expensive if the Principals wish to use the structure for highly
specific investment purposes such as bespoke, illiquid or higher risk investments.
If a family would like to be directly involved in setting investment policies, making
investment decisions and receiving profits or income from those investments then
a Private Investment Fund (PIF) can offer more flexibility and less complexity and cost.
A PIF can be structured to provide a family with direct control over what they invest
in, which can enable them to invest in issues which really matter to them including
sustainable and impact focused investments. There are three types of PIF, two of
which are particularly suitable for families: the Qualifying Private Investor PIF and
the Family Relationship PIF. A Qualifying Private Investor PIF also allows the Principals
to market to like-minded family, friends and close associates (up to a maximum of 50
investors), provided that they fulfil the criteria of being a Qualifying Private Investor
(who is able to evaluate the risk and strategy of investing in a PIF and to bear the
consequences of investment in the PIF). A Family Relationship PIF is only available
to investors who share a family relationship or are eligible employees of the family
(there is no cap on the number of investors), which may be particularly appealing to
family offices where the only investors will be family members or senior employees
of the family office. Both types of PIF offer a cost-effective and lightly regulated
structure (a Guernsey licenced fund administrator is required but licensed
manager or prospectus are not needed).
Investing via a PIF enables a family to gain investment experience and establish
a track record in investments which can then be migrated into a full scale fund
operation in due course.
A number of private asset owners have set up Guernsey PIFs in recent years
to support their aspirations of investing in sustainable and impact focused assets.
One such example is a $100m impact investment fund focusing on supporting
the energy transition via private equity investments, which is supported by
a Guernsey-based Family Office.
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Guernsey Charitable
association
What is it?
Many charitable organisations fall into this category for structuring philanthropy and
charity, since it is easy to set up and administer an association. An association usually
has a membership, who – on an agreed and continual basis – elect members of
a management committee to oversee the association, ensuring that the terms and
conditions, as laid out in the constitution, are adhered to at all times. This association
style structure is useful in providing a base-layer of governance, but one that
is neither overbearing nor shrouded in red tape.
Despite its uses, an association is unincorporated. As such, it is well placed for
channeling wealth into giving – but less so for engaging in business activities.

Association
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Constitution

Purpose

Philanthropic/
charitable cause
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Other
Agreements

How does it work?
The Guernsey Charitable Association is a relatively quick and easy route
to conducting philanthropy, because it is unincorporated. Being unincorporated
means that members are liable to any financial risk, but as this is only likely to arise
from profit-making activities, using the structure for philanthropy should prevent
this from being an issue.
The structure exists to fulfil a purpose. If the purpose is to progress a particular
charitable or philanthropic cause, then all effort and resources can be targeted to
deliver maximum impact. This makes the charitable association particularly appealing
to modern philanthropists – it is focused on one or two particular causes, with no
other business related distractions that often come with other vehicles or structures.
Benefits
Low set-up cost
Simplified structure
Flexibility in legal character
No regulatory approval required
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Guernsey protected/
incorporated cell
company
What is it?
Guernsey pioneered the cell company and was the first jurisdiction in the world
to launch it in 1997 through the Protected Cell Companies (Guernsey) Ordinance.
A PCC is an organisation with single legal expression, one board and one mission,
but has several cells outside of its core. These cells do not have legal expression
in their own right, but hold assets. These assets are protected within the cell, as
each cell is ringfenced from the others. Profits/losses in one cell, do not affect
those in another. A PCC can be established with ease – no registration or filing
process is required – only that the core board of directors agree.
In 2006, Guernsey introduced the Incorporated Cell Company (ICC) through
an additional Ordinance. The ICC is the same in principle as the PCC, but with
the key difference that cells have legal personality in their own right, with
their own individual board of directors – separate from that of the core.

Core
Legal entity
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Legal entity

Legal entity

How does it work?
The PCC/ICC structuring system is useful for HNW and UHNW individuals and
their families, who wish to conduct philanthropic endeavors as an aside to the
various business interests they may have. By ring-fencing the different activities,
the philanthropist can consider taking greater risk. This means that patient capital
can be invested in risky, but more impactful, ventures. Additionally, by focusing
philanthropy in one cell, the philanthropist can mentally – as well as physically
– separate it from other activities, and so ensure that a proper amount of time
is dedicated to achieving what they perceive to be their moral duty.
The philanthropist may also want to establish a PPC/ICC core to hold various
different moral investments and forms of giving. In one cell, the philanthropist may
hold a stable outflow of their wealth into a particular charity that they are passionate
about, and in another cell engage in impact investing into a risky climate-based tech
firm. By ring fencing the two, should one cell fail it will not negatively affect the good
work that the other is doing.
Benefits
Ringfencing philanthropic endeavors from profit-making, business-related
activties, contains the spread of risk
Inexpensive to administer, relative to a company with multiple subsidiaries
PCC is treated as a single entity for taxation
If the core is declared bankrupt, then the creditor must recognise the
rights of individual cells, ensuring that the assets held within these
cells are protected
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Conclusion
Guernsey’s world-class variety of structures and vehicles provide
philanthropists with the breadth and depth they require, enabling families and
investors to involve themselves financially with the issues that they care about.
If you would like to find out more about Guernsey, and its products,
structures and vehicles, you can find more online at weareguernsey.com
or by emailing BD@weareguernsey.com

with thanks to
our contributors
John Peppin, Chief Executive Officer.
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Catherine Moore, Partner.
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