Family office
governance
A guide to best practice for single
and multiple-family offices
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Our mission:
providing a supportive
global environment for
the provision of specialist
single and multi-family
office services.
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foreword
Guernsey has been servicing, administering, and managing private wealth
on-island for more than 50 years now, and so has developed something of
a well-earned reputation in the sector. We have become well known among
family offices globally for meeting most, if not all, of the required parameters
to be defined as a ‘jurisdiction of choice’ when it comes to private wealth.
We have garnered a solid reputation, earned over decades as a global
financial services jurisdiction.
At its annual Industry Update event in January 2021, WE ARE GUERNSEY,
the island’s financial services promotional body, mapped out the aims and
objectives for the year ahead.
Chief Executive Rupert Pleasant declared that the agency would this year commit
itself to maintaining and strengthening private wealth activity on the island.
WE ARE GUERNSEY sought to raise awareness, alerting global stakeholders
to the importance of female representation in family office vehicles,
by publishing a research report in conjunction with Family Capital.
Titled ‘Women in Family Office’ it identified that women are chronically
under-represented from a global perspective. The report also highlights the
important role that women play in such structures – notably the qualities they
offer that their male counterparts typically do not.
The research revealed that female representation and effective governance
go hand in hand and the greater the representation of women, the better
the governance.
As with female representation at senior management level, so too is the growing
realisation that achieving and maintaining good governance is important.
The research commissioned by WE ARE GUERNSEY revealed 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 ever more popular as a vehicle for the servicing of 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. Guernsey, as a jurisdiction at the forefront of family office and the
servicing of private wealth, is better placed than many to advise further on
this issue. In this report we set out how ultra-high net-worth (UHNW) families
can improve governance – and why it is unquestionably important to do so.

Rhona Humphreys, Chair, Guernsey Association of Trustees (GAT)
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what is family office
good governance?
Family office governance is the inherent, structural nature of a family office vehicle.
It is the backbone of the vehicle, dictating everything from the investment strategy
to the internal decision-making process which inevitably influences the immediate
stakeholders – the beneficiaries (typically family members, and so henceforth shall
be referred to as ‘the family’) – and could seriously impact everything from their net
worth to, eventually, their material living standards.
In practice, this is often two pronged in nature:
Firstly, it is the implementation of rules and procedures, as determined
by the family, to ensure that their requests can be heard efficiently and
fairly going forward. These serve to minimise family in-fighting when
disagreements arise. A family-wide understanding of the process to
be conducted to ease tensions and come to agreements are key to
running a family office with little to no disruption, which could otherwise
have detrimental ramifications on the family’s wealth. While an unwritten
agreement, noted through informal and often verbalised ‘constitutions’,
technically constitutes ‘governance’, the lack of tangibility usually only
holds-up for smaller or first-generation single-family offices (SFOs).
Decisions are made as quick responses as and when issues arise,
and meetings are just as likely to take place in a dining room as in a
boardroom. So long as there is a process for decision making, it is still
considered ‘governance’. It should also be stressed that choosing to not
implement rigid constitutions can have tangible benefits, too. Chiefly,
it promotes nimbleness in accepting or refusing opportunities.
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However, ‘informal’ structures are more likely to collapse when placed
under a greater degree of stress, and so formalising the direction of the
family business improves the overall structural integrity of the family office.
Many SFOs find a formal charter, policy, or constitution to be too bureaucratic
and a time-consuming process to justify. On the other hand, larger SFOs and
multiple-family offices (MFOs) usually require a more formalised agreement,
agreed, and signed by the family. As with most institutions, the more
people involved the more potential there is for discord. Without formalised
guidelines, family conflict could begin to have very real consequences.
The implementation of a written governance structure within your family
office helps to keep the peace among the family while protecting the
family’s assets during good times and bad for generations to come.
Secondly, it concerns the procedures – the wider checks and
balances – to ensure that the rules previously established are being
followed. For instance, should a member of the family wish to see the
family businesses and its economic interests pivot, to commit solely to
an impact-led investment strategy, for example, then a constitution should
be consulted to ensure alignment with previously established principles
and due process. In investigating the wishes of the family, the agreed
rules and procedures should be followed to prevent a breakdown in
dialogue as family tensions increase. The resulting situation could
otherwise be the erosion of family assets and overall rules
and procedures.

7

why is achieving
and maintaining
good governance
important?
Not only is it important from a fiduciary duty perspective, but governance
is the only framework that gives structural integrity to the family office itself,
and a method in which requests of the family can be heard impartially.
In other words, should good governance fail, there is very little between
the family and the imminent decay of their wealth, and the value of their
assets. Good governance precedes all other issues faced by the family
office, including investment strategy and the decision-making process.
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the key drivers of
good governance
To ensure that good governance is not only achieved, but also maintained
and nurtured further, families should be considering the following key drivers.
The implementation of the principles outlined should mean that the foundations
for good governance are laid and can be maintained – built upon further with
greater levels of good governance firmly entrenched into the family office
structure. These are clearly set out through a two-pillar approach.
Each of the following drivers listed will assist in developing a holistic
framework which encourages the creation of a governing framework with
clear lines of responsibility and accountability, and which operates of its own
accord – preventing frantic and reckless decision-making at the whim of
a crisis or times of change – but in complete alignment with the collective
vision of the family. Most crucially, it allows for the continuous development
of good governance. It recognises that governance is not end-point
or destination, but rather an ever-evolving process. Good governance
is a journey that the family office must continuously travel on. Continual
scrutinisation, development and improvement of the existing structures
and institutions is required for the family office to be properly referred
to as a structure that, at its core, has good governance.
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Pillar #1
Establishing a formal constitution is the first step on this journey. The agreement
of a formal, tangible document that holds the collective vision or ‘mission’
of the family, and is flexible and responsive to change, but with established
communications channels and an outlined succession plan for the peaceful transfer
of wealth and family power, is first and foremost. This document – the constitution –
is the cement upon which further building – the nurturing and maintenance
– of good governance can be conducted.
A collective mission –
Just as with any corporate entity or ‘private’ business, the family office
ought to have an agreed, collective mission. This is perhaps the most
difficult key driver to meet, and yet it is the most obvious and crucial one.
If the family cannot agree what its mission is, then the finer issues may
never be reached. Moreover, without having an agreed mission to drive
the family office interest forward, may fail to represent the collective
interests of the family. A shared vision ensures decisions are properly
aligned with the family’s values.
Flexible and responsive to change –
Over time it is inevitable that internal changes, such as change in family
circumstances (marriage, divorce, etc), and external changes, including
global political developments, will directly influence and, in some cases,
threaten the established constitution. To prevent breakdown in dialogue,
and the analogous erosion of the family’s assets as a result, family offices
need a structure that is robust and will not give way when placed under the
stress of change. To prevent this, flexibility must be appreciated as a bulwark
of the governance framework so that switching course – if faced with unusual
circumstances – will not completely derail and destroy existing operations
or the overriding mission, as per the constitution.
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Clear, succinct, and established communications channels –
Before the family can make an important decision, they must not
only follow the established and agreed constitution but attain the views
of all the relevant family members. To ensure that the family’s respective
thoughts and views are obtained, clear and succinct communication
channels must be established.
Succession planning –
The peaceful transition of management, control, and administration of
family wealth from one patriarch/matriarch to another has been an issue
of significance for family structures, which may be established for tax and
succession reasons, which may manifest in the form of trusts or foundations,
for instance. The key part is that this is clearly outlined in the family constitution.
Additional layers of support and oversight also assist in practice, such as the
preparation of an agreed family member for taking over liaising with a family
council, or similar body.
Management board –
This option is largely reserved for those families who have decided to
incorporate their respective family office. The management board will be
responsible for the day-to-day management, administration, and general
running of the family office within the parameters of whatever governance
has been agreed. In Guernsey, the Regulation of Fiduciaries, Administration
Businesses and Company Directors, etc. (Bailiwick of Guernsey) Law, 2000
imposes a fiduciary duty on directors, requiring that they act honestly and
in good faith with a view towards the company’s – in this case the family’s
– best interests. Such family office entities can take a multitude of different
forms – the Limited Liability Company (LLC), the Private Trust Company
(PTC) and Private Trust Foundation (PTF) have all grown in popularity in
recent years. In these structures, trusted Guernsey-based Trustees and
administrators can be appointed by the family to deliver the exceptional
quality services they expect. To find out more about these structures,
and the Guernsey service providers that can assist in devising them,
go to WEAREGUERNSEY.COM.
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Pillar #2
Once a formal family constitution has been established, encapsulating the wider
vision of the family, including minor rules, protocols, and processes to ensure
complete alignment between decision-making and the constitution, the family
may look to build on its good governance further through the establishment
of wider institutions and structures.
In installing such wider institutions and frameworks, the family hopes to build
on the foundations of established good governance through additional layers
– primarily consisting of oversight. The layers offer the ability to further maintain,
nurture and effectively build on the established foundations of governance, to
ensure the family office successfully achieves its mission.
Family council –
The main family council is often an important second layer of oversight
of the family office, which although is not mandatory is often welcomed by
the family. The family council would usually be the body that the family has
direct contact with. A family council is separate from the management board,
focusing largely on specific family matters. The family council usually, but
not always, has less direct control or executive power over business affairs
and the direct economic activities of interest to the family office, and instead
serves to inform the management board of any family concerns and advise
the family about the decisions of the family office. The family council acts as
an intermediary platform which all family members – including those with
less control over family affairs – can better understand the decisions being
made and offer their opinions on said decisions. The family council typically
liaises with younger family members and trusted family advisors to assist in
facilitating communication, but also the preparation for family succession and
the transferring of power and wealth peacefully. Other roles include family
education and mentoring, philanthropy, and coordinating business projects.
Additional layers –
An additional layer that may be added to the governance structure might
include a family assembly or family council sub-committee. Just as the family
council liaises with family members more directly, the family assembly can be
several sub-committees, focusing on specific matters. It can consist of family
members and non-family professional and trusted advisers, for example
educating the family about the various business activities where the family
wealth is invested, advising in relation to the distinct opportunities or
investment management guidance. In contrast to the family council, which
may be more formal, the family assembly can attempt to create an informal
forum through which family members can connect as a family and learn
about the underlying activity of the family business and the family office.
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Guernsey is perfectly positioned as an
attractive jurisdiction for family offices as it
provides sophisticated wealth structuring
solutions for private clients and their families
by continuing to offer innovative and expert
structuring and investment advice. An
additional attraction is Guernsey’s reputation
for economic and political stability, of which
many family offices are already very aware.
Rajah Abusrewil, Group Partner,
Walkers (Guernsey) LLP
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why guernsey?
Choosing a jurisdiction to service and administer private wealth is an integral part
of achieving and maintaining good governance.
Guernsey is foremost in family offices.
The island has a reputable history of providing a range of high-quality
private wealth services to UHNW families from across the world.
For more than 50 years Guernsey has been a centre of excellence
for the establishment, administration and servicing of family offices
and wider private wealth structures.
Guernsey is world-renowned for its compliance with international
standards and regulations. The island is either often a member of,
or works closely with, key standard-setting supranational organisations.
Guernsey’s diversity, breadth and depth of expertise naturally creates
a specialist global finance centre with economic substance. Guernsey
providers utilise legally robust and tax neutral structures to achieve asset
protection, estate planning and other non-fiscal objectives that more than
satisfy reputable external assessments – Guernsey has been whitelisted
by both the OECD (2009) and EU (2019), respectively.
Respect for privacy rights is crucial to choosing where a private wealth
structure will be administered. Not only is Guernsey renowned for
alignment on transparency standards, but the island is also equally
committed to clients’ rights to privacy.
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Willingness to promote consumer protection is a strong indicator that a
jurisdiction is serious about encouraging a well-regulated environment.
In Guernsey, an independent financial services ombudsman oversees
the private wealth industry and its activities, which means better
protection for clients than in other, competitor jurisdictions.
Flexible, responsive regulation is evidence of a jurisdiction’s pledge
to delivering the very best for its clients – whether corporate or private.
Guernsey’s financial services regulator, The Guernsey Financial Services
Commission (GFSC), is willing to devote resources to enhancing the
existing regulatory regime which caters to both the needs of offices
and their clients.
The jurisdiction of choice should offer stability and security as a base
expectation. Guernsey offers economic and political stability and security,
through constitutional autonomy from the UK in its capacity as a Crown
Dependency. As a result, Guernsey is shielded from ongoing UK,
continental European and global uncertainty.
The GFSC, which conforms to the highest international standards,
is respected by overseas clients, both private and corporate, and is
recognised as a serious regulatory body in upholding compliance and
high standards. The GFSC is a member of several international initiatives,
including the Network for Greening the Financial System (NGFS) and
the Sustainable Insurance Forum (SIF).
Guernsey offers an excellent environment in which firms can flourish
and innovate. A substantial amount of international economic activity
is undertaken on the island and it is the base for servicing many
UHNW family offices.
Having servicing of a family office located in a jurisdiction with close
proximity to a stable and respectable major economy – with a financial
centre of its own – is not only suggestive of the jurisdiction’s close ties,
but also wider stability of the region. Guernsey is the closest specialist
global finance centre to the City of London.
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When it comes to choosing the
optimum jurisdiction for a multi-billion
family office, Guernsey ticks all the
right boxes for the family: safety, security,
stability, regulatory framework, reputation
and a pool of professional talent.
Elena Gogh, Senior Associate, Babbé
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changing the
stereotype
Families come in all shapes and sizes – there is no one-size-fits-all approach
when it comes to establishing a successful governance framework for SFOs
and MFOs. Every family and family office is different, therefore the governance
framework required, and the layers of oversight deployed as a result, must be
entirely relevant and applicable to the needs and interests of the family or family
office that it serves. Nonetheless, the research is clear that early investment in
an effective governance structure will likely pay dividends for the family in the
long term. This legacy issue of stereotyping remains – the importance of attaining
and maintaining good governance is often undervalued. And yet, the difference
between good and bad governance is almost the same, in literal terms, as the
difference between achieving and failing to improve and grow financial return
and the preservation of high-net-worth wealth.
WE ARE GUERNSEY is keen to tackle the view that governance is unimportant,
and certainly not a priority. We want to transform it from being thought of as
a mere buzzword, only deployed when it is deemed “useful”, to instead
being a core value.
With the importance of SFO and MFO governance assured in the island,
Guernsey is the natural jurisdiction of choice for the servicing and administration
of a family office.
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Guernsey gives me security, good
governance, the political situation is
stable – a premium these days.
Stephen Lansdown CBE
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+44(0) 1481 720 071

info@weareguernsey.com

Guernsey Finance, PO Box 655, St Peter Port, Guernsey, GY1 3PN

Please recycle me

70% of the wood used in creating this brochure
is recycled material, with the remaining 30%
from a ‘controlled/sustainable’ wood forest
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