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CLOSE TRUSTEES 
(SWITZERLAND) SA

Specialised trust companies

may offer a more attractive

solution to holding non-

financial assets than large

banks who have 

little or no desire to do so

SKILLS & CAPABILITIES
u Independent investment

policy
u Continuity of management
u Experience with complex

structures

In the course of planning overall wealth management, it is not unusual that a
settlor will want to transfer the ownership of non-financial assets such as
private companies and chattels into a trust. Obviously assets such as works of

art, stamp collections and aeroplanes all represent significant value and it may be
desirable for the settlor to plan for management beyond his lifetime or the future
sale of the assets in the overall organisation of the family financial affairs.

Dealing with private companies
In law, generally private company shares are considered as ‘investments’ thereby
requiring the trustee to take on the responsibility for having acquired them and for
monitoring them while they are held in the trust. Trustees are obliged to act as
would ‘a prudent man of business’ when making investment decisions, obligating
him to avoid ‘hazardous’ investments. In fact, legal precedents give a professional
trustee an even higher duty of care than ordinary trustees as they are expected to
employ their professional care, skill and diligence in the management of the affairs
of others. Furthermore, the general duty of the trustee to diversify investments often
puts the trustee in a difficult position where the value of private company shares is
significant and the trusts assets outside of those shares are not large enough to give
adequate diversification to the investment risks.

In order to try to mitigate these risks, and in order to allow the trustee to escape
the day-to-day management involvement in private companies, a number of
methods can be used.
• Creating ‘special company’ provisions under the trust deed whereby the settlor

specifically declares under the deed that it is his intention that the trustees
should not be involved in the day-to-day operations of the company and specif-
ically exculpates them from doing so. In this structure, the duty to supervise the
special company usually falls to a ‘protector’.

• The use of ‘split share’ arrangements where the financial value of the company
is held by the trustees in one class of shares while the voting control is vested in
another class of shares, held by others.

• The use of Cayman Islands ‘STAR’ (Special Trusts (Alternative Regime)) Trust
legislation to hold the shares. STAR trusts can be established with a non-chari-
table purpose as their object and the declared object could be to carry out the
business defined by the settlor.
While these structures may achieve the necessary distance between the trustees

and the operations of the company, the trustees should still retain some supervision
over the nature and prospects of the company in a general way to monitor the best
interests of the trust beneficiaries.

Control over chattels
Managing the risks associated with chattels starts with control over the assets. It
only stands to reason that the trustee must have a full inventory of the assets under
his trusteeship. Where the inventory is ‘dynamic’ (such as the case where pieces are
added to, or subtracted from, an art collection, for example) the inventory of assets
must be changed with the knowledge, and indeed the prior consent, of the trustees.
C u r i o u s l y, there is a disturbing number of settlors that will not accept this basic
requirement. It is even more disturbing to see trustees allowing this to happen!

Once the inventory of assets is in hand, the next logical step is that if the assets
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are not physically in the hands of the trustee, he should know where they are held
and satisfy himself that they are secure. The inspection of the assets, and
verification of the inventory needs to be undertaken periodically, but needs to be
done in an unobtrusive manner as in many cases the items will be held in the
settlor’s (or other beneficiaries’) homes.

Security of the assets, of course, will depend on their nature, but will include
matters such as alarm systems, proper maintenance, and insurance. Insurance in
particular is a matter that the trustee must have under his immediate control. In
most cases, he will be setting the insured amounts, selecting a suitable insurance
company and paying the premium himself. If that is not feasible, he should at the
very least have evidence of the amount of the insurance (in the form of the
original policy) and confirmation of payment of the premium from the insurance
c o m p a n y.

The trustee will need to consider the possibility that the value may change
significantly over time and therefore periodic evaluations should be undertaken in
order to ascertain whether the insured amounts still reflect replacement value. 

It is the concern of many larger financial institutions that these control issues are
simply not sufficiently monitored or that they are not in the hands of staff
experienced in dealing with the required tasks. The result is that they actively
discourage or outright refuse trusteeship of assets that require this type of intensive
management. 

“the bank often does not want to take on the trustee’s 

responsibility where there is little or no possibility of earning the more

lucrative banking/investment management fees”
Risk and reward
As many trust companies are part of a larger commercial banking group, the trust
“product” often forms part of the overall wealth management proposition which,
from the perspective of the banking group, exists to attract as many investment
assets as possible. There is inherently less interest for bank-owned trust companies
to take on the trusteeship of operating companies or chattels as these assets are seen
to represent substantially more risk, yet have less reward.

Part of the bank’s motivation is a matter of pricing. Many bank-owned trust
companies are managed purposely as a marginally profitable service or even as a
loss-leader to attract highly profitable banking and investment management fees.
Ty p i c a l l y, the investment management revenue will be 2% or more of the value of
the assets when transaction fees, deposit spreads, loan interest, custody charges and
foreign exchange commissions are added on top of the investment management
fees. By comparison, trustee fees will seldom be greater than 0.50% and are often
less than 0.25%.

The bank often does not want to take on the trustee’s responsibilities at a fee of
0.25% where there is little or no possibility of earning the more lucrative
banking/investment management fees.

The ‘independent’ trustee
The solution for both the settlor seeking a trustee who will hold non-financial
assets and for large banks who have little desire to hold such assets under their
trusteeship (other than to help find a solution for their client) is to find a third party
trust company which may provide a complementary trustee function that is non-
competitive to the bank. u
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