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Resources for the Private
Client Intermediary 

The financial services industry, particularly offshore, has gone through a
substantial reassessment of how well they know their clients. Know your
client (“KYC”) requirements now range from sensible enquiries and docu-

mentation that a financial institution should have for clients, to a mind-numbing list
of documents, which will give limited or no assurance as to the quality of the busi-
ness. Trust companies, caught up in all this, will make demands of prospective sett-
lors to prove that they are honourable people, conducting legitimate business with
assets obtained in a lawful way. 

Yet, one wonders what level of enquiry and investigation the settlor has made on
his prospective trustee. I would suggest that the settlor’s enquiries should be just as
detailed (with appropriate backup documentation) as the inquisition that he will
endure in order to prove that he is bona fide. I am often surprised that settlors make
little or no investigation when appointing their trustees. They are after all, giving away
their property to these people!
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In the past six months, our company has been involved in a “beauty parade” for
the management of a private trust company for a very large family office. The inves-
tigation that they put us through was extremely thorough and, in my experience,
exceptional. Using their methodology of three screens, as I have described below,
may serve as a helpful template for other conscientious settlors who are assessing
potential trustees.

The first screen: begin checking through your professional advisors
– who have they dealt with and why? was it a good experience?
Having decided to move away from the current trust company, the family mandated
the manager of their family office to begin the search for a replacement. As most
persons looking for new trustees, he turned to his professional contacts (in a number
of jurisdictions) and asked them the same question, “Who would you recommend as
an exceptionally good service provider and why?” I should point out here that we
know that the manager did go to at least four lawyers because the manager was happy
to tell us who had recommended us, but he may have gone to many more than four.
Not all settlors will have the resources (or the professional contacts) to go to four
professionals, but I think that it would be a good idea to ask more than one.

The manager then took the various names of the trust companies suggested from
his enquiries and fed the names back into the system, asking all of his contacts to
comment on whether or not they knew the companies in question, and what their
experience was with them. 

The results of this informal “survey” produced his “short list” of service providers
that had the respect and confidence of the professional community – a very good
indicator that the trust company has the required skill sets and organisational
aspects, but not necessarily an indicator of the “chemistry” required for an effective
trustee relationship.
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The second screen: interviewing the prospective trustees
– proving the case for resources, backing and appropriate configuration
Armed with his short list, the manager of the family office began the interview
sessions, which he used to confirm the findings that he had received from his profes-
sional network. These interviews covered the following key elements to get through
the “second screen”:
• Who owns the trust company? 
• Is this an ownership structure that gives clients comfort?
• Are there any substantial assets behind the company if they are ever sued?
• How is the trustee regulated?
• Can the above information be proven with information available to the public

through stock market information, commercial registers and published, audited
financial information?

• Does the company or group have “brand value” such that they could be embar-
rassed or sued if any group companies acted inappropriately?

• Does the company carry errors and omissions insurance? If so, how much; if
not, why not?

• Does the company have an independent investment policy such that they would
not be in a conflict of interest should they use their in-house investment services?

• What are the staff resources in terms of numbers, training and experience? 
• Does their caseload allow them sufficient focus on providing a quality service?

Detailed responses from this list undoubtedly went a long way to qualifying appro-
priate trustees for the type of situation in hand for the family office manager. I am
not certain how many “qualified candidates” he ended up with from this process, but
he would have been quite certain from his enquiries that they had the appropriate
skills and financial stability before introducing the candidates to the family. 

The third screen: the “chemical reaction”– do they have the right people?
At the third stage of the selection process, the family office manager introduced the
qualified trustee candidates to selected family members. Knowing that the family
office manager had covered all of the “technical matters”, the family members concen-
trated on the more “touchy-feely” questions such as:
• Who will actually be the officer(s) responsible for the service? How are they

supported?
• Do they have a track record for continuity of staff?
• How will the trustee develop communication and a “relationship” with the 

settlor? And with the other beneficiaries?
• What is their decision-making methodology? Are decisions taken by the staff

who actually deal with the trust matters, or are decisions referred to a 
centralised committee at “Head Office”? 

• How long does it take to make a decision to make distributions and investment
decisions? 

• Has the decision-making process broken down in the past? If so, why, and is it
likely to recur?

• In their experience, what are the possible pitfalls and conflicts concerning 
intergenerational issues? How can they be avoided?

• Within confidentiality constraints, is the trustee able to provide client references?
As is apparent from the description of the process, this was a very methodical and

professional group, and the process has taken some six months to complete. While
the extent of the described selection process may simply be more time and trouble
than some settlors will be willing to expend, I think it provides quite a thorough list
of the issues to which all serious settlors may want to direct their minds while making
their choice of a trustee.◆
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