
 

 

Setting Up the Family Office Checklist 
While the wind-down of the private investment fund business is progressing, the manager will 
also need to start thinking about the steps relevant to establishing the family office itself, 
including: 

 What will be the scope of the family office? The decision that will inform all others is what 
form the family office will take, as that will impact most other actions. For example, if the 
manager is planning to invest only his or her own family’s capital and provide no other 
services, the issues presented are far less challenging than if there will be multiple families 
involved, which raises SEC and other issues. In addition, the manager will need to determine 
whether there are services beyond investment management being contemplated. 
Complicating matters even further is if the private fund manager wants to maintain the 
private fund structure – even if just for a short time frame – while also running the family 
office, which presents significant conflicts of interest and compliance issues that will need to 
be addressed. 

 What will the family office’s entity structure be? If the manager wants to keep it very simple, 
it may opt for a single entity (perhaps an LLC) for both the investment activity and to 
manage the business. For liability and other reasons, however, a manager may want to 
consider an approach in which it establishes a management company and a separate 
investment vehicle. Depending on whether any investment management compensation is 
contemplated for the family office’s manager, to avoid tax concerns associated with the non-
deductibility of those payments, consideration should be given to the establishment of a 
C corporation and the implementation of a profits interest. Finally, after assessing all of the 
foregoing, the manager may also want to explore whether any of the original private fund 
entities (such as the fund itself) may be repurposed for tax or simply cost saving reasons. 

 Who will manage the family office? Bringing one’s family into the mix may present 
numerous delicate challenges as far as management oversight is concerned. Often, to 
alleviate those issues, an independent board will be established. Moreover, because many 
family offices are multi-generational, effective succession and contingency planning will be 
crucial in the process. 

 How will we the right personnel be hired and incentivized? The family office may want to 
retain the services of some of the private fund manager’s employees. The family office will 
need to come up with a creative compensation solution to overcome the fact that private fund 
managers are perceived to provide more lucrative compensation packages than family 
offices. 

 How will costs be handled? Family office budgets will likely be far different than private 
fund manager operating costs. Attention will need to be paid to the costs expected to be 
incurred; whether there are outsourcing and other solutions available to reduce expenses; and 
whether additional income streams can be created to offset the expense burden. 


