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INTRODUCTION

This Master Class in Integrated Legacy Strategy shows
you how to set and achieve aspirational plans to beat the
histori cal odds of “riches to rags in three generations™ Very
fews wealthy families around the world have been able to
preserva their financial wealth for maore than two orthree
generations. Many legacy families do not et have a clear
strateqy to protect theirwealth and enhance theirlegades.
This may ke because, until now, there was no opportunity to
access the knowledge, experience and expertise necessary
todesign and implement the fully informed strategies they
need.
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“Hope is not a strategy”

Module 1

Introduction, Preparation and Priority-Setting

Video Lessons and Summaries

ILS1001  Introduction: Integrated Legacy Strategy
IL51003 Dooumenting Legacy Strategy

ILS1004 Mastering the Process of Lagacy Strateqy
BUSXXX Mewly Rich: First Generation Wealth

Selected Reading

Strategy for the Wealthy Family: Introduction and Principle 1 [pages 1-52)
Family Legacy and Leadership (pages 75-30)

BExample / Template
01. Initial Diagniostic and Identification of Priorities
02. ILS Planning Document




Module 1: Questions to be Considered

Does your family understand the value and context of a legacy strategy?
How do you and your family define and measure success?

Where would you like your family, family wealth and (if relevant) family business to be by the middle
of the Mext Generation? Over multiple generations?
Do you have a clear and agreed set of challenges and issues to address?

Does your proposed approach consider each element of strategy - individually and as each relates
to other related elements?

Do you have a clear and agreed approach to leadership of the strategic project?

Do you have the necessary resources to make your strategy correct and effective?

How can your strategy and supporting docurments best be drafted, assembled and kept current?

How can your strategy and the content of relevant documents be communicated to the entire
farnily?

Sumnrery Questions 14



E-LESSON : IL51001

Imtroduction: Integrated Legacy Strategy

Koy Takeaways

Famnily legacy strategy is unique to every family,
but in every case is multifaceted and multi-
generational.
After defining family goals and aspirations, you
must develop a practical plan of action to achieve
them inthe real worl d.
«  Creating an integrated legacy strategy consists

of addressing multiple elements separately that

| combine into a whole inteqrated plan which is
greaterthan the sum of its parts.

|« Family legacy strategy is best developad with a
broad set of family mertors and selected expert
resources if and when required.

Irtroduction

The purpose of creating a legacy stmtegy is to shape your
family’s future for the better. Although usually thought of as

a kind of passive inheritary from the past, lagacyis and can
also be an active concept that guides and inspires infarmed
action inthe present to create the outcomes you want for the
future.

Integrated legacy strategy addresses all elements necessary
for the preservation and enhan cement of true family wealth
across generations.

Atall times, itis essentials tothink through the *peaple
issues’ that underpin every family legacy strategy; it

is important to assure that you address family history,
cutture fvalues common to all branches and generations),
relationships (betwesn individual and groups of family
mermbers) and the individual s issues specific to each family
mernber. Only by thinking about your family s strategy on a
lang-term basis, and addressing both *hard and ‘soft‘issues
together, will yvou be able to aeate the best possible future
for your family.

Guidance

‘Hope is not a strategy’
Understand the pastand take steps toward the future that you
want for your family. Be active. Creating a legacy requires an
understanding of the past, lang-term thinking for the future,
trust, relationship building, risk management and combining
family, business, wealth and philanthmopic strategies into a
single integrated plan.
The building blodks of developing a legacy strategy include:

« Family definition, history and current challenges

« Family purpose, vision and values

Governance, leadership and succession planning

+ Asset structuring and wealth pressrvation

« Wealth management

« Effective business ownership, govermance and strategy.
Together will you be able to create the best possible future
faryour family?

« Philanthropy and sodal engagement

« A supportive family ecosystamn worthy of trust

Building a positive family aulture, improving relationships

and managing individual issuss; helping members to work

together for the greater benefit of the whole

« Idertifying and managing pricity risks

Conflict avoidance and resolution

+ Managing generational transitions and succession

« Educating current family members and future family leaders

HWWI002  TheHistory and Challerges of Family Wealth 10



IL51003

Docurmenting Legacy Strategy

Koy Takeaways

Develop a consclidated Integrmted Legacy Strategy
summary statement and sst of supporting
documents to capture your family legacy strategy
- and make sure it is well understood and fully
implemented.
State the objectives you want to achiave with this
strateqy in dear language.
Documnenting  your strategy in clear, simple
language and in the required set of supporting
documerits is essential.

«  Understand the process, content and key issues
of the strategy.
Decide who will be in charge for operational
leadership and project management.

«  Setatime-frame,
List your resources.
Start with the end in mind: understanding the full
approach and required documentation to develap
and implement your strategy.

Introduction

As you prepare a Family Legacy Strategy exerdise think
systemnatically and incorporate the following 10 imperatives:

1. Define the family, document the past and set a vision
forthe future.

2. Setafamily strategy with the abjectives of multi-
genemtional harmony and the preservation and growth
of family wealth.

3. Organize the family and provide an effective
leadership model.

4. Structure asset haldings and adopt practices
(investrnent, distributicn, family, business) for long-term
preservation of family wealth and wellbzing.

5. Manage wealth wisely, diversify assets and access the
best managers for investments.

& Clarify and integrate family business strategy with
long-term family wealth plans.

7. Identify and manage all major risks to family wealth
and well being.

3

8. Sharewealth in a manner that unites the family and
provides meaning.

9. Design a supporting ecosystem worthy of trust,

10 Remember the unique nature of individual family members,
including yoursalf.

Guidance

Before you define and implement your own strategy, use this
checklistto ensure readiness:

wn

=

What objectives do you want to achieve with this strategy?
Why are these chjectives important? How do you define
SUCCESS?

Understand the processes, content and key issuas of your
strategy. Considerthe documents right for both short term
and long term success, aswell as both the hard and soft
issues.

Who will be responsible forthe process? What is the
leadership structuns?

Who needs to be invobred with which projects? Who will be
brought in from outside the family to help with keyissues
and documentation (e.g. family govemance, trust issues,
imvestment policies etc.j?

What are the rights and responsibilities of family members?
L= the RAID stakeholder model. Who will be
Recormmending, Advising, Informing and Deciding on each
issuel

Who will approve the final documents and overall trategy?
Develop a full checklist of the decuments you require- and
designate a confidential place wheme they will be assembled
and updated as required.

IL5 1002 Decurrenting Family Legasy Strategy 1



IL51004

Mastering the Process of Legacy Strategy

Guidance

Good strategies are always clearly articulated, documented,
consistentand capable of being implemeantad. Legacy
strategy must b= understood bythe family in order to be
successfully implemented by family members and their
supporting experts. ldentifying the required elemeants and
supporting decurment architecture is essential during the
preparation phase. Whan preparing legacy strategies, break
thesa documents into three categories:

Short-term doauments {guiding action in the current year)
will include:

Annual plan
»  Strategic targets by month
% Financial, family, and philanthropic objectives
=  Operating budgst
Irvestment policy statement
Asset allocation
Distribution objectives
Tactics and tactical changes
Management priorities
Succession plan (Shaort Term)
% Effective succession planning for all key pasitions
ifamily and non-family alike)
= Day one, week one, month one, year one

¥ B ¥ @

Medium-term jsattings plans with a three to fiveyear
perspective):

Strategic plan
#  Vision led
» Al elements addresssd
= Implementation schedule
Irvvestor profile and objectives
#  Longterm usesof money:

«  Asset allocation principles
Residence and domicile plans
Expected distributions

+  Philanthmopic activities

«  Family business strategy
Education and development plan

% Family
% Family office staff
»  Educating family members in business

affairs.

Long-term {defining geoals and approaches beyond the medium
termn that may even be rmulti-generational in application):

= Family history

= Statermnent of Family Purpese, Vision and Values

= Business ownership objectives

= Family Constitution (to be revised periodically)

= Family member rights and responsibilities

= Trust deeds or letters of wishes

- Corporate articles £ memaranda

= Shamrholder agreements

= ‘oting pocl arrangements

= Wills, estate plans and an ethical will

= Philarthropic policies

= Individual development plans

= Longterm succession plans

= FPrinciples of family education

- Leadership development principles forthe rising
generation

These documents do not need to be excessively langthy, but

they must be meaningful, easily understood and shared among

the farmily. They miust also be kept current - with reviews and

revisions as and when necessary - and confidential.

Exarnples:

ILS1004  Mastering the Procsss of Lagacy Strategy 12
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Mewly Rich: First Gen eration Wealth

Key Takeaways

Thiose wha are rich for the first time or who have a
substantial amourt of liquidity for the first time face
aunique array of challenges.

D ot rush into making irvestments.

Take a step badk, define yourvision and personal
philosophy of wealth,

Organize and educate your family.

Ideritify and manage opportunities and risks well.
Understand where your money is going and whao is
oversesing it.

Understand and manage the full costs.

Build intergensrational wealth transfer policies and
philanthropic initiatives into your plans based on
the knowledge inherited from other like-minded
and similarly situated families; remember that ‘those
who do not leamn the lessons of history are doomed
to repeat them!

Build a supportive ecosystem made up of high
quality people who are in line with your objectives
Understamd the full costs and benefits of your
imvestment, reparting and control systems

Define specific and general success; monitor
progress towards those goals on a regular basis.

Guidance

Coming into substantial finandal wealth for the first time can
caeate great benefits, but also presents an array of unique
challenges. The skills necessary to build a fortune are different
fromm the skills needad to mairtain wealth, and new ‘immigrants
into the land of wealth may hawve much to learn.

When managing wealth for the first time; be honest about what
you do not yvet know and prepare yourself to avoid the many
mistakes that others have made.

#  Donotrushinto imestments
*  Definea vision and philosophy of wealth
*  Organize and educate your family
#  Identify and manage risks and opportunities
= Decide on and build wealth transfer, legacy strategies and
philanthropy into your plans
= Structure asssts and invest towards clear objectives
= Build an ecosystem of supportive people and firms
= Understand costs and portfolio eficiency (hire money
managers, choose tactical investments, leam how to
sustain wealth)
- Dehnesuccess deary
#+  Don'tbeafraid to make changes

Think about creating new levels of success with your new wealth
rather than trying only to recreate the success of the past.

H Wl 202 Mewly Rich: First Generation éealth 13
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Preparing a Family Legacy Strategy

KeyTakeaways

Preparation for a successhul family strategy:

= Clear ohjectives

= Clear process and defined cortent

= Leadership

= Family engagement and support

= Right time-frame

= Ensuring the effort and resources that are needed
= Documentation

= Transparency and debate

= Final recommendation and sigr-off

Final Chechist:

= Agresthe objectives that you want to achieve with
your leqacy stmtegy

= Understand the process, content and prionties of
the strategy

= Decide who will be in charge for operational
leadership and project management

= Setatime-frame

= List your resounces

Guidance

As you prepare a Family Legacy Strategy d ocument,
thirk systernatically and incorporate the following 10
impertives:

1. Define the family, document the past and set a vision
for the future.

2. Set a family strateqy with the objectives of multi-
generational preservation and growing family wealth.

3. Organize the family and implement an effective
leadership model.

4, Structure asset holdings and adopt  practices

{imvestmeant, distribution, family, business ) for long-

term asset preservation.

5. Manage wealth wisaly, diversify assets and accass
the best managers for investmeants.

6. Clarfy and integrate family busimess ownership,

leadership, governance, management and strategy

3

with lomg-term family wealth plans

7. ldentify and manage all major risks to family wealth and
wiall being.

8. Contribute to the greater good (philanthropy and social
angagement) in a manner that unites the family and
provides maaning.

9. Design a supporting ecosystem worthy of trust.

10. Take into account the unique nature of individual family
members, including voursalf,

Bafore creating an Integrated Legacy Strategy, consider the
following:

«  Theobjectives vou want 1o achieve with this strategy?
Whiy are these objectives important?
Understand the process, content and key issues of the
stratagy
«  Set atime-frame
Define the leadership approach to managemeant
Prowvide and allocate resources—who exactly is to be
invalved and what documents need to be preparad?
«  What level of involvemant will each family member
hawe?
How exactly is the strategy planned and executed?
Who will make the final decisions and monitor the
process? e.q.
= Committes
« Patriarch / matriarch
=Genaration
« Formal finformal group

Thinking through this checklist will help to focus the process and
suppart the creation of the best possible legacy strategy for you
and your family.



Examples & Templates

Example 14 Preparation: Initial Diagnostic and Identification of Pricrities

thatis

. Getting larger and more diverse
. Sharing less activity

. Seeing more conflict and dispute

.Lacking a sense of common purpose and future direction

Purpose: Our purpose in completing this stmtegy exsrdss is to ensure the best possible future for our family

Key lssues to Consider

.Fading sense of identity
. Mo history of arganisad strategy
. Potential sale of business

. Fragmentad cwnership of the family business and ladk of clarity or forward stakeholder roles, rights and responsibilities

. Meed to create a common s=nse of identity, purposs and the right level of "toget hemess” for cur family

Dehnition of Success: Creating a futurs for the family where all generations, branches and individuals share and contribute
tothe life and representation of the family, business ownership and family philanthropy and individual freedom as appro-

{Addressing both Technical and
Emotional Readiness)

priate.

Setting Priority Framework: Leng Termn Current Cummeqt‘. Pricrity and Relevant

Individual Elements and Initial Importance Performance | Perspectives

Assessment 1=low, 10=hi | 1=low, 10=hi

1. Understanding Family Definiticn, 10 4 Mo agreed Statement of Purpose or

Histary, Challenges, Purpose, Vision, and Values/Guiding Principles

Walues

2. Leadership, Governance, and ] & Meed to formalize governance and

Sucoession (including Generational invahe MxG in leadership rales

Transitions)

3. Asset Structuring and Wealth 0 7 Mews trust structure nesded and distri-

Presarvation bution principles

4. Wealth Managament 9 8 Strategy to focus portfolio and invest for
growth required

5. Family Business Crwnership, 9 8 Crwnership education needed

Governance, Management and Strategy Governance support and leadership
model need refreshing

&, Philanthropy and Social Engagement 7 7 Meed to move to new outcome-spedf-
ic model

7. Culture, Relationships, Individual lssues q [ Bonds of trust and shared experience

and Family Dynamics fading, more disputes arising

2, Risk Management 7 3 Mo formal approach or dear set of
priorities

9. Family Office and Ecosystem 7 7 Approach needs re-assessing vs new
geals for legacy strateay

10. Next Generation Education: 7 [+ External assassment, individual reviews

and common educational purposss
needed

Bwerage

3

Earnples & Termplabes 15




Examples & Templates

Example 1B. Preparation: Process and Planning

"Well begun is half done”

Preparing well for the development of an Integrated Legacy Strateqgy (LS is important to ensure a high quality and fully

supported outcome,

Key Process Value

Cuestions to Answer

YesMo

1. Defined and respectad leadership

Persans leading the effort identified and agreed with the
farnily?

2. Clear process

Announced objectives, dates, roles and options to partici-
pate as individual or in a group setting?

3. Full, fair and transparert

Open briefing and q&a sessions set? All constituencies
{branches, generations, shareholders etc) engaged as ap-
propriate? Communications program established ?

4. Inclusive and interactive

Formal and informal opportunities to add views, engaging
as many family members as appropriate?

5 Step-by-step

Cwerall process set with all major review and discussion
- making mestings of leadership team scheduled with
post-meeting summary note to family members?

& Flexible and responsive

Polides to espond to suggestions and concerns along the
way

7. External resounce and expertise

provided as needed

External expertise required to support the effort in each
area identified?

Independent expertis) identifed and engaged as needed to
support the process?

Earnples & Termplabes

16



Examples & Templates

Exam

ple 1.C. Process and Planning: ILS Timetable

Project Phase/Milestone Potential Timing
1. Current context, future challenges, project objectives, leadership team, support- February 14
ing resources, target deliverables, key dates, communication chances and overall
timing to be announced.
2. Open session with all family members to launch effort, obtain support/beginand | February 21
salict input or process and key issues to address
3. Interviews with individual family members February 24-March 7
4,  Review of results and implications for project process, content and timing with March 21
whaole family - cverll process and planning complete: discussion of project rales
and respansibilities
5. Waorkstreams and review sessions on template documents to address pricrity March
issues - which includes:
- leadership madel
= family members roles, rights and responsibilities
= the identification and engagement of required external advisors and
experts to support understanding and identify best pathway for
wand (e.g. lawyers, trustees, couns=lors, strategic advisor).
&, First draft of ILS completed and presented to family with prior brigings with key June 14
individuals as needed, amendments as required
7. Edits and final draft presented to family June 21 et seq
Templates
Template 14 Your ILS Current Assessment.doc:
Ternplate 18 ILS Timetable to be Completed.doc:
Template 1C

Earnples & Termplabes
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Module 1 Checklist:

Preparation and Priority-Setting

Content

Yfesq | Mo

1.

Iz the value and cortext of yvour legacy strategy understeod by the family?

with the wider farily?

2. Isthe family approach to defining and measuring success understood by all?

3. Hawve a clear set of challenges and issues that need to be addressed been set? |

4. Isthere a dear and agreed approach to leadership and strategic project within the |
family?

5. Are the necessary resources available to make your strategy correct and effective?

6. Istheme an agreed approach to the drafting and assembly of key documents?

7. Hasa plan been devised to ensure documents are kept current and updated frequent-
Iy?

8. Are there any plans in place for the sharing of your strategy and relevant documents

Enchof-rmodule checklist

1]




“The secret of success is constancy of purpose”
- Benjamin Disraeli

Module 2

Family History, Eveolution and Future Challanges

Video Lessons and Summaries

HYW1001 Intreduction: History and Current Challenges
HVW1002 The History and Challenges of Family Wealth

HWW1XX Family Definition
HWW123X Family Evoluticn




Module 2 & 3: Questions to be Considered

Do you have a clear definition of the family and understand its implications?

How can the past successes and valuable traditions of the family be transferred to future generations?
What is better off left behind?

What are the family, financial, emotional or other reasons for staying together? What is the right
degree of ‘togetherness, vs independence that would allow each family memnber to achieve his or her
own purpose and objectives?

How can the family evalve in the future in different economic and cultural environments withouot
losing what made it successful to begin with?

How can the challenges the current generation is facing be identified and addressed?
What is the purpose of our greater family - and is it shared across our whole family?

Do we have a meaningful shared wvision? Does the Next Generation really “buy in” to the vision of what
we want to accomplish together?

Do we have the right values defined for our family? Are they memorable? Do they provide clear guid-
ance on how we will address the most important issues we face?

What are our guiding principles? How can we make our family’s values most meaningful; and assess
whether we have lived up to our Family Purpose’?

Do we have a program in place to teach future family rmembers and their leaders about the values
and knowledge they will need to carry success forward?

.1,3" Surnimany Duestions 20



HVV1001

Imtraduction: Family History and Current Challenges
“If we want things fo stay the way they are, things will have to change...

Key Takeaways Guidance

Before defining an integrated legacy strateqy for a given family,
itis essential to understand its past, present and likely future. In
orderto dathis, a spedhc definition of “family” must be agresd
P,

= The family—its past, present and future—is at
the center of the legacy strategy framework.

= Start with defining the relevant family for purposes
of a strategy exercise, understand how the past
will likely evolve into the future.

= Askyourself how can the past be used to a family's
advantage in the future?

= Families, legacy families in particular, never stand
still, with their evolutions predictable to a certain
extent.

= In the first generation, you tend to see a patrarch
and matriarch or larger family group wheo have
worked together to create substantial wealth.
The founding generation ame likely to manage
all aspects of the family business, liquid wealth,
philarthropy and other elements themsehes.

= Members of the second generation have a
comman famiby unit, but a different set of
challenges from their parents; these are best
managed by aeating a *sibling partnership?

= Thethird generation is likely to be maore diverse
and managed more loosaly as a “oousing’
consortium’

= Ewaluating the challenges, opportunities and risks
from generation to generation, and using thess
insights to formulate a coherent strategy, are the
keys to success.

Step 1 - Define the family: Descendarts of one parson? Of one
couple? Of more than cne person or couple?

Step 2 - Understand the family's history, including its culture,
financial background, nation of origin, religion, values, hopes,
successes and failures. To forecast how history could effect the
future, the foll owing factors must be identified to understand the
present:

= Members of the family

= What issues are being faced

= Opportunities to improve on goveman e

= Irvestment processes

= Communication

= Relationships

Step 3 - Develop priornities for the present and expected
challenges for the future. What opportunities and risks must

the family master in order to reach its goals in this different
future? How is the family evolving, and how will it continue to
change?

Legacy families are in constant evalution - they do not stand still.
Families may be forced into action by changing trends within
and surrounding the family, market challenges and generational

) evolution.
Introduction

Each family has a unique history and culture, whidh are
defining elemerts in the familys current and future finandal
success and well being.

Understanding your family s past will allow you to
understand the foundation and future challenges of custom-
tailorad family legacy strateqgy.

In this module, you will learm how to:

Define the family
Undarstand the past

«  Describe the likely evolution of the family
Identify priority chall enges for the future

3_' HVWII01  Introductione History ard Current Challerges 21



HVV1002

The Histary and Challenges of Family Wealth

Everyfamily is entirely unique and important, but ourfocus at

Key Takeaways raffleslegacyleaming.com is on addressing the legacy challenges
True family wealth is much maore than just and opportunities faced by legacy families with substartial
money. wezalth that engage in:

Strategies for true family wealth also value such

‘assets’ as integrity, accomplishment, effart, - Building and running businessss
phyzical security, health and fitness, knowledge, +  Philanthropic activities

wisdom and spiritual growth and family +  Assetstructuring

harrnany. = Wealth management

The best strategies are developed using both
‘best practices’ and ‘et practices”

+ The best legacy strategies are multi-faceted and
multi-generational.
It is impartant to assure your effectiveness as
a leader when designing and implementing a
multi-genarational strategy.
Legacy strategy benehts from the informed
engagement of all family members.

Legacy stratagies are about bath continuity and change - taking
the best of the past, adding new components for the future,
adapting to both the internal evalution of your family and the
external context in which it inds itself.'Best practices’from the
past are often not enough. We nesd to think about ‘nest practice’
adapted for a different future as well. Legacy strategies must
be multi-generational and multi-dimensional and address both
shortterm and long-term issues.
Guidance .
'Hope is not a strategy’
True family wealth is more than just money. True wealth is
a state of well-being, not necessarily only monetary wealth, Past analyses confirm that 707 of wealthy families do not have
True family wealth consists of: a strateqy. Many families may be tempted to spend nearly all of
] their time making money, but investing time and efort to address

- Integrity the ‘soft‘issues of family wealth is crucial. When developing a
»  Effort strateqgy, it is essential to dedde how mudh time should b= spent

Accomplishment building your business and monetary wealth versus preparing the

Physical Security family for the furture,

Health Creating and implementing a legacy strategy allows you to
* Wisdom and spirituality assure the best possible future for all members of your family -

Harmony and unity aven those yetto be bom.,
Financial wealth and business success (although notthe

sole elerment of wealth, Anancial prosperity and success
are still important com ponernts of true family wealth)

Everyfamily has alegacy regardless of how much financial
wealth they have. Legacies can be athletic academic, artistic,
cultural, community-based, intellectual, or some other aspect
of family specific history, life or character.

'3" ILS1001  Intraduction: Integrated Lega oy Strategy 22



Examples & Templates

Exarnples: Family Definition and Family Bvolution

Backgraund:

Docurnent 1A: Family Definition, History and Current
Challenges

Farmnily Definition: Establishes qualifications for
membership in the family addressed in the legacy
strateqy

«  Family History: Tells us where we came from and whio
we are
Current Challenges identify the biggest risks and
opportunities in front of us

Document 2B: Family Purpose, Vision and Values

Family Purpose answers the question, "Why are we
doing this?

Vision answers the question, "What are we trying to
accomplish together?”

Values guide our behavior along the way and define
howe we operate, whowe are and what we respect.
Guiding principles clarifies how we willimplemennt
and measure our values in action.

Exarmnple 2A.0: Family Definition Juestions to Consider

The wayin which a family defines itself can have a significant
impact on the size of the family to b= considered, those to
be left out or treated differently, accass jor not) to rights

and benefits, and alsoon the engagement and morale of
individuals concerned.

Key questions to answer for your definition of family are:

Do you use a traditional definition of Bloodline
Descendants from a defined individual or pair of
indivi duals? This traditionally woul d be phrased asthe
childran and their bloodline descendants of [person
¥]and his/her spouse [person ¥ or persons Y and Z]7
How far back do you want to go, given the implications
for family size and complexity? Are all family relations
included ar only a qualifying sub-zet of blocdline
relatives, eg. descendants who are also shareholdersin a
family business?
Do you consider only dhildren from marriages or from
other relationships as well?
Do children not from traditional marriages require
proof of family ties? Rights of adepted chil dren (or anly
children who are adopted below e.g. the age of 1297

. _@e spouses and in-laws included? Children and step-

- Can qualifying individuals be excluded from family
membership? Underwhich conditions?

Examples 2.i : Family Diehnition

Full Famnily Members of the Cuscaden Family are defined as
James Cuscaden |V and his wifie Ariana, their four children (&, B,C
and [, and the bleodline descendants and adopted dhildren of
these individuals, so long as these children are adopted below
the age of 12

All economicbenshts, share ownership, and roles inthe family
office, family business and philanthropic foundations shall be
reserved to these individuals anly.

[Can add: Associated Family Members: Spouses, significarnt
others, step-children and other family members may be imvited
to participate in activities such as family celebrations and
haoliday events, educational programs for the family, the sodal
event calendarin the Family Meeting, and other such activities
as the Family Council shall decide. Former spouses and step-
children from dissolved marriages or significant relationships
may retain benafits of Family Membership only upon agreement
of a majority of the Family Council ]

Council or eg. indaws and step-children can be the same rights
and opportunities as Full Family Members...]

Example 2Aii: Family Evolution
Factual

Qurimmediate Cuscaden Family is a combination of two
family lineages, the Cuscadens,who have a long history in the
Scottish Highlands, and the Trieste family, coming from the
Mortheastern part of Italy.

For many generations the Cuscadens worked on a large family
farmi and were an active part of the community in and around
Imvern ess. James Cuscaden | and his brother lan, the two youngest
of four brothers, left Scotland for the USAin 1904 at age 18 and
20, working in a steel mill in Pittsburgh before starting their cwn
steel trading business in 1914. That initial Cuscaden business
prospered, diversified into steel fabrication, distribution, banking
and property development; and has now, after more than
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Examples & Templates

Excarnple 240 : Current Challenges

Pricrity Current Challenges

1. Family Growing and becoming more diverse
Meed to update Family Constitution
2. Financial Concentration in one market
3. Business Mo CEQ successor from within the familyBoard not operating as well as it should
4. Philanthropic Efforts too low scale and fragmented
5. Family Office/Ecosystem Financial performance below benchmark
Meed to add non-hnandal metrics
&  People issues Potertial dispute betwesn Bill and Maria

7. Family Education/Generational
Transition

Mo structured educational program yet
Mo plans yet to assess Next Gen capabilities and prepare fro transition in family lead-
ership and business ownership, govemnan ce and leadership

Example 3.B-iii Instructions: Purpose, Vision and
Values

What iz the family trying to achieve on a long term basis -

even adoss future generations not yet born? Why?

What iz the definition of success for the family and its
individual members? Where is the common ground? What
makes us unique?

Howe is the family likely to evolve and what does this mean
for current and future family membsers and leaders?

Which cther families are adrired? Why? Mot adrmired? Why
not?

What is the right degree of togethemess? Independenca?

What are the mesponsibilities to the greater (and nuclear)
family vs individual freedoms?

What is the familys philosophy of wealth, with resulting
policies on dedsion-making, investment, and distribution of
wealth?

Should the family require a ‘work ethic” lifestyle, and how is
that to be defined and fostered?

Example 2 Bi: Famnily Purpose—The "Why”

Staternert of Family Purpaose
Our shared purpose is to be a united and harmionious family

3

that contributes to the enduring success of a family

ariterprise, creation of the widest possible set of individual

opportunities for our family membsrs to match their own

capabilities and interests, and the creation of a substantial

philanthropic legacy in our hame country which shall be

passad on to future generations. This will require all members

of our family to commit to

= Be effective owners of our business interssts

= Create long term value for all of our stakeholders and
beneft the communities in which we live and work

= Aspire to create something significant together which is
greater than amything we could accomplish alone

= Carry forward the traditions and values of a name warthy
of respect

Example Z.B.i: Family ¥ision—The “What”

WVision Statement

1. The Cuscaden Family will work together to preserve and
build our highly respected family business, applying the
values ofhard work and thrift; we shall develop a unique
approach to our family business cwnership, governancs
and management so there is an appropriate place for
every family member in curfamily business.

2. We shall create a substantial family philanthropic
entenprise to support the education of women and
childrenin the world’s tem poorest countries, with each
family member spending a minimum of six marths
wiorking in this charity before reaching the age of 25

3. We shiall develop an approadh to family education that
builds an our multi-cultural roots to be highly eng aged
citizens of the world, reaffirming in =ach generation our
collective reputation as "capitalists with a consdence”

Earnples & Termplabes 24




100 years and 4 generations of Cuscaden ownership and
leadership and has grown to employ over 2 000 people in 7
countries.

Each brother had two children, whao in turn had two children
each. With one of thesa dhildren having no dhildren, there are
now 3 brandhes with equal shareholdings by the members of
majority age in each branch . The current family leader, James
Cuscaden I, met and married Ariana Trieste in 1989, who was
from a prosperous wine-growing family in ltaly, with seven
generations of cwnership of the family winery. Together they
had four children, two boys and twa girls, two of whom jone
son and one daughter) are engaged in the family business
today.

Cultural

As a result of this history and the people who shaped our
family, our familys culture could be best descrbed as

1. Loosely together; we act as a combination of small groups

2. Owerall, as a multi-generational family we are getting
further apart; Current relations between generations and
brandhes can be described as remote at best Common
base in Christian religion

3. Identified with the Scottish and ltalian cultures

Our family identity gives us a sense of position/support

&, Characteristics of our culture indude hard work, modesty,
sparting accomplishment, genercsity, aritical of eadh other;
the maost admired members of our family include: James
Cuscaden |l

7. Other elements High value placed on formal education
and assodation with Cuscaden Manar in Scotland.

i

€27 lamnae Mohors L ¢ e Micbes)
Stamt Cupeaen Samt Cunsaden
| St [tz
i .

Gizmich 1 Bromih 2 Brorach 3 G2 May
(i | Lamnays Hinhree Gf il G Nhemre Pl A bar by
St Cye e 1) Cumaalen Cuscaden Cupaitlen

isa) i=a) o bindy [T S L
!
Gl ) lamnans Hihires AL 144
Swer L Cavcoden T L34
fniy el LA flim FART
Cunr Micle ar Family
5 Do Pl L A Wi

Seaart Cascaion v Tresie-CLsradem

(i il LSAL (Malvt
l
Uil e lamee €als  Chrimnis [T Cifs - Walemie
fome 25 e 24 fome 3 [==ch ke

Curmrently active inthe family business:
5345 thold 20% each of family business) and 12 G5% (in family gowemance, business, family office, philanthropy, etc)

Family Tree
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Module 3

Family Purpose, Vision and Values

Video Lessons and Summaries

HWW1101  Intraduction: Family Purpose, Vision and Values
HW1002 True Family Wealth

HVV1102 Family Purpose
H¥W1104 Values and Guiding Principles

HW1105  Famiily Virtues
Selected Reading

Strategy for the Wealth Family (pages 55-65)
Family Purpose articles by Mark Haynes Daniell

Examples /Template
1. Summary of family Definition, History and Current Challenges
2, Statemnent of Family Purposs, Vision and values (inc Guiding Principles)




HVV1003

True Family Wealth

Koy Takeaways

You may define success, in part, as preserving and
enhancing the impactof the families financial
wealth over multiple generations.

True family wealth is much more than just money.
Strategies addressing the full definition for family
wealth also take into consideration essential
elements of integrity, accomplishment, effort,
physical security, health and fitness, knowdedge,
wisdom and spiritual growth and family hamomy.

+  The best strategies are developed using bath best
practices and next practices.

Legacy strategy is multi-faceted and multi
-generational.

«  Understand that good legacy strategy will set new
expectations and embrace positive change along
many dimensions.

Each legacy strategy is designed and implemented
to give your family the best passible future over
the longest possible time frame.

Guidance

True family wealth is mare than just rnoney. True wealth

is a state of cver-all well being including, but no limited to
finandal wealth. True family wealth needs to b= defined
uniquely for every family, but may consist of such elements
as

« Maonetary wealth (although not the sole element of
wealth, inancial prosperity is still a veryimportant
component of trus family weaalth)

= Integrity

« Effort

« Accomplishment

« Phiysical Security

+Health

«Wisdom and spirituality

«Harmany and unity

« Business success and continuity of ownership

« An entre preneurial culture

« Shared business activity

= Reputation

« Philanthropic contribution

+» Happiness of family members

+ Engendering feslings of love, bonding and pride

3

Every generation and every matter of a family recaives and

leaves behind a legacy regardless of how much wealth they have.
Legacies can be athletic, academic, artistic, orintellectual, but
ourfocus is on legacy families with substantial wealth who may
engage in:

Building businesses
Philanthropic activities
Assat structuring

«  Wealth management

Remember that traditional definitions of wealth go bevond the
purely material. Best practices, developsd and implementad
successfully in the past, are not enaugh, you need to think about
next practice. Since best practices are historically based, strategies
rust learn from best practices but also employ new and creative
next practces, better suited for the future,

Legacy strategies must be multi-generational and multi-
dimensional in nature, and address both short-term and long-
term risks and opportunities.

Mariy families may be termpted to spend most of theirtime
rmaking money, but addressing the soft issues of family wealth

is crucial. When developing a strategy, decide how much time
should be spent building your business and monatary wealth
versus preparing and supporting the family and its members in
other areas for a successful future.

Creating and implementing a legacy strategy allows you to
become an integral partyour family histary, Families that prospsr
overtime prepare for and address commaon issues of devel aping
and implementing plans to ealize theirvisions

Hope is not a strategy.

HWW1002  True Farnily Wealth 27



HVV1102

Family Purpose

Key Takeaways For example:

1. Thefirst elemerts of the forward family legacy
strategy we will discuss are perhaps the most
important: Family purpose, vision, values, and
guiding prindples.

2. Family purpose answers the questions, “Why are we
doing what we are doing?™"What do we need to
keep in mind as our highest goal 7°

3. Family purpose includes an agreement between
people with a shared past, how much — and
wihere — family‘togethemness'is appropriate for
the future.

We work together as a united family to contribute to
the enduring success of the shared family enterprise,
and to create something which is greater than what
we could achieve acting salely as our individual selves.

Aspiring to create something significant together
forthe family, businesses and the communities
wiE S2rve
Being effective and engaged cwners of our
business interests

«  Seeking to protect and strengthen the trust and
bonds between family members

Intraduction = Carrying farward the traditions and values of a

farnily narne worthy of respect
Families often realize that a cleardy defined and fully shared

staternents of purpose, vision and a common set of values are
necessary to give family members a sense ofidentity, pride

and a reason to engage in the spirt and common activities of As families grow and evolee, an awareness of a shared past
the greater famihy. and the reasons to staytogether in the future may erode
An agreed statement of purpose and vision can actasa over time.
family’s north star to guide the family to its best possible
future.

Guidance

[ AStatement of Family Purpose captures the fundamental
beliefs a family shares and reinforces the glue'that holds it
together]

Defining family purpose must be defined and captured inwords
agreed by the family to be meaningful. You may wantto begin
by gathering the family, possibly with afadlitator, and write
dowen in simple word s why you stay together as a family and
what you want to accomplish togeth er. Once this is complete,
create a Statement of Family Purpose from the esults.

A clear statement of purpose and vision allow future gensrations
tor know what the family aspires to achieve and why thatis
important, individually and together. it gives the rationale for
wihy they set shared goals and respect a comman setof values.
This allows families to communicate spedhc messages to future
generations, contribute to family stability and deate a common
platform for current and future legacy-enhancing actions.

3_, HVWI002  Farnily Purpase )



HVV1104

Walu

es and Guiding Principles

Koy Takeaways

1.

After defining your family purpose, moving into
the rmore practical aspects of setting the lang-term
vision (or mission) is the next step; This will define
whiat you want to achieve together as a family
Clarifying a vision is based on an aspiration of
turning thiat vision into practical action for mary
yearsto come,

Avision usually addresses at least four elements of
a farnily erterprise: the family, the family business,
farnily wealth and family philarthropy.

Values provide guidance on how you will proceed;
howe you will behave, and what kind of a family
you aspire to be.

Guiding principles make each valus meaningful
and measurable.

Guidance

Family purpose, vision, values and guiding principles are
the first components of a family legacy strategy and are
perhaps the most important, since they provide direction

toal

| cther aspacts of the strategy.

Purpose answers, "Why are we doing this?”

- Vision answers, “What are we trying to do?

= Walues answer, “How are we going to navigate the
jourmey®™

= Guiding principles give gravity, meaning and

measurability to abstract ideas and aspirations.

Defining ¥ision and Values

Once the family purpese is formalized, setting long-term
direction b=comes easier. This can be broken up into three
stages:

Defining vision

A vision is what you want to accomplish and usually ad dresses
the four elements of a family enterprise; family, business, wealth
management, philanthropy. An example of a family vision would

be:

Euild, maintain and own the world's best lusairy watch compary.
Sustainably manage finandal wealth to reach target benchmarks
and distribute capital only above the presarvation of the

capital in real terms. Donate 10 pereent of profiteach year to
philanthropy, focusing on women's education, clean water

and the marine ervironment. Harmory will be maintained by
creating a well-governed, clearly structured and united family

5o members understand their ights and responsibilities. Family
harmany should make the enterprise appealing so we can grow
respansibly, organically and sustainably across generations

Document the vision statement so family mem bers dearly
understand and can revisit as and when the vision ever needs to

be adjusted or evohed.
Defning values

Values define the standard s by which vour family will sperate,
and which, if respected, will both reinforce a positive reputation
and “family brand"as part of your legacy, but can also save to
engage individuals and strengthen the foundations of the whole
family. Do not creats too many values; they wark better when
summarized as a code of conduct as opposed to a long list that is
difficult to remember.

Guiding Principles
Guiding principles allow you to measure performance against

walues and vision. They should be specific, clearly defined and
leave little room for misirterpretation to direct future generations.

HWI104  Values and Guiding Frinciples 20



HVV1105

Famnily Virtuss

KeyTakeaways
= When we talk about family values (which can be

good or bad) we usually mean family virtues, the
bestvalues that can lead a family to a better state
of being in the future,

= Prudence, courage, temperance and justice make
up the long standing set of cardinal wirtues that
are vital virtues and serve as pillars of being a
virtuous person

= Practicing virtues will help you become your best
self

Intreduction

Passing familyvalues from ome generation to the next
helps define and praserve family legacy. Although defining
values may be difficult, spending time to formalize and
implement avalue system is a key element in a legacy
strategy. Consistently reinforcing positive values gives

rize to embedding virtue into a family’s care ethos, which
contributes to personal and family meaning.

Guidance

Being virtuous creates a positive enwvironment for people
around you and can inspire them to practice similar virtues.
Livirig wour virtues can lead to a fulfilled life.

Whiat are the main virtues a family should aspire to that can
help mowve the family business forward T Prudence, courage,
temperance and justice have been called the “four cardinal
virtues” and comprise all other virtuous attributes.

Prudence: The wisdom to make good judgments based on
actions and consequences.

Courage: The strength to overcome diffioulties, and the
ability to weather hardships to achi eve goals.

Temperance: The ability to practice seff-cartrol and have a
sense of modesty and moderation; the ability to recognize
damaging influences and behaviors and the skills to avoid
them.

Justice: The action of doing what is morally ight and fair. The
pammeters of justice are dificult to define, so constantly
search for and enact truth, faimeass, impartiality, morality,
ethics and ideals.

Hy W 105 Famiby Virtuss 30



Example 2Bjii—The “"How"

The Family Values we believe are most important to us, now
and inthe future, are

Integrity
Unity
Effort

+  Responsibility

[Cithers that aften appear you may want to consider indude:

+  Hard work

Thrift

Traditional values

Courage Religious/ Spiritual Generosity
« Creativity

Education

ModestywHumbleness

Autonomy
+  Respectful

Freedomdndependence

Exarnple 2.Biii-iv Instructions: Values and Guiding
Principles

Values (actually wirtues) are abstract, aspirational concepts
that both guide and inspire our families.

Guiding principles are those specificand measurabl e stan dards
that will give specificity and meaning to the shared values of
the family

Earnples & Termplabes
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Exarnple 2B.ii-iv: Values and Guiding Prindples

Value Guiding Principles Metrics and
Measures
Stewardship Setting long term plans for our business every year.
Making dedsions for the long term interests of family and business.
Creating sustainable and responsible businesses.
Understanding requirements for good ownership of our businesses.
Putting in place leaders, teams and a culture consistent with the stewardship ethos.
Integrity Sp=aking honestly at all times.
Keeping aur word, honoring our commitrments ever if notwrittern down.
LInity Staying togather and building bonds of trust.
Acting in a manner that puts family first.
Effort Warking hard; using time effectively; going "the extra mile"when needed.
Responsibility | Taking awnership for resalving issues.
Setting and maintaining high standards.
Donating 10% of our profits to worthy causes,
Templates

Temiplate 2.A: Family Definition, Culture and Histary
Template 28 Farnily DefHisCult.doce

Template 2.B: Purpose, Vision and Values
Template 2B PurpVisValues.docx
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Module 2 & 3 Checklist:

Family History, Culture and Future Challenges

Content Yes Mo

1. Isther a dear definition of family for your legacy strategy, with family history,
likely future evolution and current challenges set cut?

2. Are family purpose, vision, and values clear and agread?

3. Isyour approach to family leadership and govemance effective?

4. Do you have an agreed philosophy of wealth and fully aligned set of asset struc-
tures and distribution policies?

5. Hawve you established a best practice approach to family wealth management and
reporting, induding sustainable and impact investments?

6. Do you have the best possible approach in place and working well for family busi-
ness ownership, govenance, management and strategy?

7. Are your philanthropic objectives defined, agreed and measurabla?

8. Areyou satished with your approach to family culture, relationships and individual
izzues, induding conflict avoidance and dispute resalution?

9. &re your family risk management pricrities well ad dressed?

10. Do you have strong Generational Transition, Family Education and MxG Leadership
Development Plans in place, induding emotional readin ess?

End-of-rmadule checklist

EE]




“If we want things to stay as they are, things will have to change...”
- Guiuseppe Tomasi, 11th Prince of Lampedusa

Module 4

Family Governance, Leadership and Succession

Video Lessons and Summaries

GLS1001  Introduction: Family Govemance and Leadership
GLS1005 Establishing a System of Formal Governance
GLS 1008 Family Constitution
GLS1006 Family Coundi
GLS1000 Family Meetings

GLSTXHX Suocession

Selected Reading

Strategy for the Wealthy Family (pages 65-78, 147-154)

Examples / Templates
1. Family Constitution (Shart Version)




Module 4: Questions to be Considered

What level of formal governance and leadership is right for your family?

Will this change in coming years as the family evaolves?

What is the right balance of representation of generations and branches in key areas of activity?

Which governance positions should be based on merit (most capable person) or allocated (balancing

branches and ensuring broad representation)?

Are outsiders involved as well as family members?

Are in-laws considered part of the family or outsiders when defining rights, responsibilities and roles

How will the constitution guide your family towards the future you envision?

How can the values that initially allowed the family to succeed be transferred to future
generations?

How can the family constitution be written in a way that creates harmony within the family?

Who will be on your family council, and which groups will be represented?

What specific role will the council play in the family?

What purpose will the family meeting serve?

How can you create an enjoyable and productive meeting environment?
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GL51001

Imtroduction: Family Governance and Leadership

Key Takeaways:

Social systerns need governance in order to wiork
effectively. Advanced legacy families focus on leadership,
butt also create formal governance systems when they reach
a certain scale of wealth and need to formalise family roles.

Guidance

Depending upon the size and complexity of afamily,
governan oa systems can be very robust and well defined.

Governance systems define lead ership models, family
organization, meetings, philanthropicbeards, family
business boards, and member rights and responsibilities
{in a family constitution ).

As family and business complexity grow, the
organizational structure may also evolve in order to
secure a positive future.

A fair and effective leadership model and arganizational
gaovemnance structure, when supported by the family,
lays the groundwork for multi-generational success.

+  Such a systemn will define the rights, roles and
responsibilities of family members , and also specify
heww non-family members will be involved as advisors
or team members. It is essential to decide if in-laws are
considered to be family members for the purposs of
participation in family mestings or considered for rales
in the gowvemance system.

Some wealthy families consider in-laws a potential
threatto stability, while others recognize them

as essential members of the family, equal in their
participation jbut not wealth ownership) to bloodline
descendants.

« Inaddition to defining the governance system, consider
any existing issues and define mechanisms to resolve
them as the structure is being built.

A well-designed systern will provide structure and
guidance to family members for many generations if
bwilt properly, from the beginning.

3.! GLE10a]

Intraductare Family Goesrrance and Leadership
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Establizhing a System of Formal Gowvernance

Key Takeaways:
Successful large legacyfamilies often have a formal system
of governance that is defined in the family constitution.

Aformal system of governance allows the family to
achieve its objectives through investrments, business and

philarth ropy by

Guiding family decisions
Reducing friction
«  Providing darity
Providing a specific forum for communication
Reducing uncertainty
Encoumging engagement

Guidance

A formal govermance system usually begins with a family
constitution, which defines familyvalues,

structure and operating processes,

The constitution is drafted with input from family leaders
and other representatives of the greater family.

A family council serves asthe representative body for the
farnily that acts in many ways, like a board of directors.

The coundl often represants different branches of the family
aqually, often is multi-generational in membership and can
include ind ependent advisors.

The leadership of the Family Council may rotate between
branches, or may be defined to exdude jand therefore balance)
the chair or CED of the family business. Coundl committess
focusing on the next generation, education imvestrment,
philanthropy and other important activities, can also be
incorporated. Cualifications to sit on the Family Coundl, the
process for leadership sslection, term limits, retirement age,
mesting dates etc. can be spelled out in the Family Constitution.
A conhdential review process for individual members on the
Council can be very valuable.

This council meets periodically—usually at least fourtimes par
year, if not mare often.

An effective family council will maximize diversity, having
represertatives from different branches and generations of the
farnily.

By having each group represented and integrated into a central
structure, important decisions and discussions of the family can
flow through a thoughtful and indusive process.

Other elements of a system of governance indude annual
mestings, the family's approach to communication and
classification of family member rights, responsibilities and
potential roles in the family empire, family governance, business,
philanthropy and in the family office.

GLETO05 Establizhing a System of Formal Gowernanos a7
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Famnily Constitution

Key Takeaways:

Just as countries benefit from having a written
constitution, so too dowealthy families. Legacy families
that have a complicated family enterprise may benefit
from greater specificity in their family constitution. Internal
family dynamics and external relationships should b=
well understood and documented. A family constitution
also serve as an operating guide, defining purpose, vision
and values, family and business structure, rules and
mermber rights, farum mesting quidelines and checks and
balances. it may also serve to provide input to supporting
family documents.

Guidance

CQuestions to be considered in a family constitution
include:

Howw will family membership be determined?
Wh o will have voting rights?
«  Whao will have which economic rights, and at which
age?
Which family bodies or selected individuals will b=
responsible for each area of activity?
+  How will balanced representation be ensured?
What is the amendment process?
What are the checks and balances of power?
Imposing limits
=Rotating positions in arder to prevent one group
from halding too much power
= Establishing an independent family advisory beard
Howe will disputes be resohved?
+ s there a"Bill of Rights” and balancing “Bill of
Responsibilities"for each family member?
Is there an opportunity or obligation for individual s to
opt in“oropt out” of the family governance system or
ownership of the family business?

A farnily constitution may cortains a Bill of Rights'and a
(sometimes overlooked ) Statemerit of Responsibilities for all
farnily members.

The Bill of Rights clearly d escribes the rights granted to family
members, as well as the values and expectations to guide their
conduct., The Statement of Responsibility complements the Bill
of Rights by assigning accountability and cwnership as family
rmermbers exercise their rights and uphold their duties. This may
indude acceptance and working towards commaon goals, acting
with discretion, educating themsebves, working hard, acting
with respect, being good cwners of wealth and conscious family
ambiassadors, ete.

Family constitutions are only as valuable as is their acceptance
and implementation. Value will fade unless the constitution is
consistently followed by all family membsrs,

I constructed and implemented correctly, a constitution can
provide the foundation for a lasting and successful family legacy
across many generations.

GLEIODS  Farnily Constitution EL]
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Farnily Council

KeyTakeaways

Successful legacy families often have a formal
systern of governance,
A family governance system usually starts with a
family constitution.
The constitution defines the role and mermbership
of a family coundl that acts like a board of
directars,
The family council may be made up of members
from rmore than one gensration and represantative
{e.g. generations or stakehaolders) of the family and
itz commercial and philanthropic group activities.
The family council may include independent {non-
family) members; these may b= vating or re-vating
as prescribed in the family constitution or by-laws
of the Family Coundl itself.
Family coundl responsibilities indude:

#  Determining mernbership

»  Owversesing family wealth and philarthropic
activities

»  Determining financial structures and

planning

»  Approvals and dedsions onimportant matters

»  Annual distribution and compensation

» Caresr management

Successful lagacy families often have a well-defined formal
systermn of governance.

A family governance system usually starts with a family
constitution or family compact. A family council, which serves
like a family “board of directors” is typically defined in the
constitution.

Guidance

The primary functions of the council are to:

Represent all family memibsers

Set direction

Make decisions
+  Resolve disputes

Guide other institutions, entities and activities in the

family
Family coundils vary in size, usually made up of 6-12
mernbers. A council this size is big enough to manage
large responsikilities, but small enough to make decisions
effectively. The council may be supported by one or mare
professionals or a family office.

3

The coundl also sets the tone for long-term strategies,
documents and education policy.

Although each coundl member may not have a spedhc title
(besides the dhairperson), each member may have a specific
set of responsibilities, such as philanthropy, family office, family
business strategy or MextGen education development.

Since representatives support different interests and functions,
dedsion-making improves and council member successionis
streamlined if these roles are clearly defined and operate well.

The roles of the family council may include:

= Creating a forum forthe family to air their concems—
money, jobs, career development, education, training,
SUCCESSIon

= Developing shared expectati ons for smooth decision-
making

= Building stronger family ties ar family business plans

= Preserving family tradition and history

= Managing family-business relations

= Recognizing and resolving conflict

The leadership council also oversees critical short term projects,
such as a specific generational transition project. A generational
transition transfers the responsibilities of business, governance,
philanthropy and succession planning to the next generation
leaders, and must be designed with great sensitivity and
wisdom.

Other critical examples of short-term projects include:

= Leadership succession
= Sale or acquisition of a business
= Establishment or strategy of philanthropy.

Projects that have big strategicimpacton the family or family

business are usually the province of the family council. Even if

shortterm, high-impact projects should be handled with care,
wisdorm, creativity and experience.

GLET0D6  Farnily Coureil 9
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Famnily Meetings

= Have family members present and follow with open
discussions on relevant topics

= Family netwarking activities for the broader family

= Welcome new membsers

Koy Takeaways

Family mestings are a great opportunity to bring
the entire family together, including children, in-
laws and invited guests. They can be a key source
of relationship and the development of trust and
bonds between family members.

+  Wha is eligible to attend the meeting should be *  Peinforcs the past

decided beforehand in aovernance documents. - Discu.ss angeing endeam.rs and issues
Aformal agenda should be set for family meetings. *  Identify and focus on stories that connect people
Family meetings can last from a fow hours to a faw = Reinforce the future direction of the family business

days, may be held annually or every few years, and
are aften paired with social activities for the entire
family.
Some matters to be discussed during the family
meeting may indude:

w  Openissues from previous family meetings

»  Objectives of the current meeting

A review of the current year

State of the family business

Wealth management

Riskmanagement

#  Plans for the coming year

»  Otherfamily news ofimportance

= Shamre experiences
= Measure progress
= Compare notes

The agenda should be concise and determined by the coundl to
solidifythe purpose of the meeting. Mot only does the meeting
have business purpose, but it also reinforces the sodal bonds that
are vital and unique to the greater family and any operating family
businesses.

Family mestings should be fun and celebrate what the family
stands for, the accomplishments of individual family members,
examples of the application of family values and persanal or
business progress.

Find a nice location where your family can get away to celebrate,
have fun, network, team build and be praductive!

¥ 2 =

=

Guidance

A family meeting is a great opportunity to invole the entire
farnily. They typically indude all blocdline family members,
sharehaolders, spouses, children and sslected important
family guests. Family meatings serve to discuss business,
socialize and possibly vote on key family issues, roles and
policias.

The agenda for family mestings is usually spedfied in the
family constitution. For example:

Confirm family purpose

Determine whois eligible to attend, and in which activities
attendees are expected to participate

Reviaw the current year, induding family goals and
accomplishments

Discuss plans for the upcoming year and longterm
initiatives

g.! GLE1008  Farnily Mestirgs 40



Examples & Templates

Example 3.4.: Leadership Model

Summary of the Cuscaden family approach to leadership

Historic Approach: Our Leadership model can be described as traditional, informal, centralized, responsive (ratherthan forward-
thinking), and often, excluding younger family members from information, discussions andfar dedsions; it is not dearwhen
currert family leaders will actually step down from their positions.

Future Approach: Looking forward, after listening to all members of the family, it was agreed thatwe should

Stop Start Continue
Informal process Scheduled discussions Friendly and open style
*lique” mentality More members engaged Branch equality
Ad hocapproach Mare formal structures Listening to all attending
Limiting irfomation Mare active comrmunication Farnily everts
Unclear knowledge needs Family educational pragrams Funding university degrees
Ambiguous retirement age Planning for transitions Matching family and professional retirement
age in business management roles
Informal career discussions Formal reviews and professional devel- | Informal mentaoring
apm ent programs

'{'31 Esarnphes & Terrplabes 41



Examples & Templates

Example 3.A.i: Leaders hip Time Allocation: Coming year

A £ Acthik Current Time Desired Time | Needed Change
reg o 1l : :
¥ Allocation (%) | Allocation (%6)

Farnily Leadarship and Govemance 2 5 Mew Constitution needs to be finalized

'n’u'ealth.S-tructuri.ng 1 ] | Mew Trust Structure needed

Wealth Managerment 25 15 Establishment of Asset Management
Baard

Farnily Business Ownership and Strategy &5 25 Strategyto focus portfolio
Hire non- family CEC

Philanthropy 2 5 Meed to move to new outcome-specific
madel

Family Culture, Ownerships and individu- 5 L

al lssues

Risk Management 2 5

Family Office and Ecosystem 2 10 Meed to add Geneva FO Expand Met-
wiork

Mext Generation Education i 10 Spedfic personal plans and strategy
needed

Generational Transition and Leadership 4 15 Major transitional planning required

Earnples & Termplabes 42




Examples & Templates

Example 3 Aii: Family Gowvernance

Select Elements for your Family Organization Element To Be Includ-
ed?
1. Family Meetings Yes
2. Family Council Yas
3. Coundl of Elders Mo
4. Advisory Board (partially non-family membsars) Yes
5 Next Generation Group Yes
6. Family Funds/Wealth Management Board Yas
7. Family Business Board Mo
8  Family Philanthropic/Foundation Board Mo
9. Family Office and Board of Directars Yes

Example 3 Ajv: Family Governance Structure

| FAMILYASSEMBLY |
COUNCIL OF ELDERS | NEXT GENERATION GROUP
i i
EXTERNALADVISORS |-  FAMIY COUNCIL  [---=--=-----"
FAMILY BUSINESS WEALTH MGT PHILANTHROPY
Board(s) of Dedicated Board Dedicated Board
Directors or Investment and/or Advisory
and Other Committes Board

.'ej Emamnples & Termplabes 43



Examples & Templates

Example 3.B Instructions: Family Constitution

Items to Be Considered in a Family Constitution

Howe will family membership be determined? What are the rights and responsibilities for each family member? What are the
chedks and balances of power? What is the process of amendment? What is the process of dispute resolution?
Mirirnurn and rmadmom ages to hold or vote on key positions and particpation?

«  Which organizational approach will work best for each area of desired activity: Family Coundl, Family Assembly, Branch
leadership Family Business and Philanthropy?
Whatwill be the criteria, selection process and terms for family, business and philanthropicleadership positions? Meritocratic,
electad or rotating? How will balanced representation be ensursd?

«  How will viating rights work? How will economic rights work? What opportunity is there forindividuals to‘opt inor‘opt out?
Criteria for exclusion?
Does the approach to governance, leadership and succession fully promote family purpese, vision and values?
Howe will leadership succession and generational transitions work?

,3—' Esarnphes & Terrplabes 44



Examples & Templates

Example 3.B: Family Constitution

CUSCADEN FAMILY COMSTITUTION PREAMBLE

Itis our shared purpose here to organise the Cuscaden family’s approach to governance and leadership of the entire family as
defined b=low, to define our principles and approach to family business and wealth management, and to organise and inspire the
mernbers of our family to engage in philanthropic affairs - and to do 5o ina mutually agreed, open and effective manner.

FAMILY DEFINITION, PURPOSE AND VALUES
1. DEFIMITION CF THE FAMILY

The Cuscaden family shall be defined to include all blocdline descend ants of James and Sarah Cuscaden, their spousss, civil
partners of more than 5 years' standing, children and adopted children.

2. STATEMENT OF FAMILY PURPOSE

We shall work together to develop a shared sense of identity and belonging in cur family, always acting in a manner which results
in the achievement of the supporting elements of our vision

reating oppertunities and improving the quality for life of all family members
strengthening bonds between members, building mutual trust and respect for each other
«  presarving family unity and harmary
contributing to the communiti es in which we live and work
carrying forward the best elements of our family culture and the unique entrepraneurial spirit

In sa doing, we shall create a family lagacy worthy of respect and the creation of something together which is greater than
anything we could create if separate.

'i"g-' Esarnphes & Terrplabes 45
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FAMILY COMSTITUTION continued)

Value Guiding Principles

Loyalty

shall lat no one come between us

We shall place the interests of the group above cur own individual interests, and always speak positively
about ourfamily and all of its members in public. We shall actin a fair, reliable and honorable manner at all
times inorder to build the bonds of trust that will justify and reinforce our shared sense of family loyalty. We

Hard Work

Is defined by the level and extent of our effart, ability to focus on a specific task and follow it through to
completion, never giving up, setting and achieving high standards and inspiring teams and team memkbsars
- by example - to achieve their own full potential. We will acknowledge and reward the hard work of our
employees and family members across all aspects of our family enterprise.

Knowledge

We shall appreciate the knowled ge and wisdom of others, and do our best to maximise the intellectual
capital resident in our family and cur members

Integrity

though no one is watching”

Means living by sustainable values, telling the truth, honering our word, and doing the right thing even

Modesty

We shall remain modest and respectful in the way we treat each other, employees, clients and suppliers
in our family enterprize, and anyone who comes into contact with our family in any way We shall remain
down to earth and well grounded at all times, avoiding arrogance in attitude and behaviour or other be-
haviours inconsistent with an appreciation of the equality, dignity and respect due to all human beings.

I, FAMILY MEMEER RIGHTS AND RESPOMSIEILITIES

A Rights for all Members:

Attend Annual Family Meetings and family-sponsored
social events

Receive information conceming the family-

spansored phil anthropic activities of the Cuscaden
Foundation

Be considered for participation in philanthropic
initiatives and activities of the Foundation

Be considered for participation as supporting members
of the Committees and initiatives of the Family Council
Raise relevant issues to the Chair of the Family Council
for due considerati on

. Re=sponsibilities for all Family Members:

Act at all times to support the long term best interests
and positive reputation of the family

Act as conscious ambassadors protecting and
enhancing our family reputation at all times and in all
places

Understand and respect the familys approach to
family governance and the leadership ofits business,
commercial and philanthropic affairs

Be effective owners and responsible stewards of our
farnily business

Pursus alifelong education to leam how to be effective
owners of our businesses and contributing members of
our famiky.

3

APPROACH TO FAMILY GOVERMANCE

There are six coordinated elements of the familys approach
to governiance addressed by this Family Constitution: the
Famnily Coundl, Annual Family Meeting with supporting social
activities during the vear, Family Philarth ropic Foundation,
Family Advisory Board, Family Office, and a process of
Dispute Resalution. The purpess, compaosition, leadership,
expected operations and committees/supporting activities of
each are spelled out below:

W FAMILY COUINCIL

The purposs of the Family Council is to address and
enhance the long-term potential of the family and its
individual rmearmbers, the business and family philarthropy
{in coordination with the Cuscaden Foundation). The role
played by the Family Council in pursuing this purpose shall
include such areas as

= promation of family unity and the long term best interests
of the family

- oversight of the Family Offce

= education and development of family and its members

= avoidance of conflict and resolution of disputes

= organising the Annual Family Meeting and other family
sodal activities

Mesating frequency: The Family Coundl shall mest 4 times

per year, with additional meetings as called by the Chair. The

annual mesting schedule shall be set by the Chairman.
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Composition: The Family Council will be made

up of 7 Vating Family Members - the Head of the
Foundation fwho must be a member of the family) plus 2
branch representatives from each of the three branches of
the family, to be chosen as each branch deddes.

Leadership: the initial Chair of the Council shall be James
Cuscaden IV for a three year term, with subsaquert
Chairmen to be elected by the members of the Family
Council for a 3 wear term from among its members by
majority vote; there shall be a maximum of two consecutive
terms as Chair of the Family Council.

Minirmum age: The minimum age for a Family Member
toserve onthe Family Council for his or her branch is 30.
[Cuestion: 1s this the right age?]

Maximurm age: The maximum age for a Family Member
toserve onthe Family Council for his or her branch is 80,
with the exception of the head of the Foundation, for which
there will be no age limit. [Juestion: |5 this the right age?]

V. CUSCADEM FAMILY PHILAMTHRORIC
FOUNDATION

Our Foundation reflects our business and

family commitment to social responsibility and
contribution to our various communities in our home
country and the more than 12 countries in which we

3. Founder's Birthday Dinner joptional attendance) on April
17 of each year

Wi FAMILY ADVISORY BOARD

AFamily Advisory Board, made up of experienced and
respected members of similar families to ours and proven
experts in fizlds elevant to our development and challenges,
shall be appointed by the Family Council.

1. FAMILY WEALTH MANAGEMENT

Philosophy of Wealth and Ownership: Itis cur belief that we
are both individual owners of private wealth and stewards
for the future of family wealth. Individual family members

are frae to invest their own funds as they see fit, so long as
those investments do not encumber, risk or otherwise have
an impacton family investrments. In the area of family wealth
rmanagement, the Family Office shall ensure that all family
funds arewell allocated to spedfic objectives, and structured,
and irvested in a fully prudent and professional manner over
the long term to achieve those objectives.

X FAMILY OFFICE

The Family Coundl shall establish a Family Office, staffed
and supported by a combination of dedicated staff andfor
third party service providers as th ey so choose, The strategic
plans, location, budget, funding, objectives, governance and

operations of the Family Office shall be led by a Board made up
of family membsers and third-party professionals as determined
by tha Family Coundl. The Chair of that board shall be a family
member appointed by the Family Council to serve up to three
consecutive three yearterms,

operate as a business.

Operating separately from the Family Council according
toits own by-laws and with its own oversight function,
the Foundation would coordinate philanthropic
initiatives with and provide a member {and posibly
the Chair) of the Family Council. ¥1. DISPUITE RESOLUTION
W FAMILY MEETING AMD SLIPPORTIMG SOCIAL
EVEMTS

I the Family Coundl Committee on Conflict Avoidance and
Dispute Resolution as defined above is not successhul in
resalving the conflict or dispute through the actions of the
Committee or the intervention of the Family Council itself
an ad hoc Board of Review will be established to hear and

The overll objective of the Family Meetings and social
events isto provide an attractive forum for all Family
Mernbers to come togetherto despen relationships, share
experiences and ideas, reinforce family purpose, values
and unity, build trust between family members, share
information on what is going on within and around our
family, business and philanthropic activities. Three core
events will be spread throughout the year and may include

decide on the best way forward to resolve any material issue as
determined by the Family Council. That Board will be made up of
three non-family members as appointed by the Family

Cauncil. This Board shall agree its own Chair, define its

process and time frame for dedsion-making and make its
decision by majority vote.

1. Annual Mesting/Weekend Retreat jAugust)
2. Christras or New Year party (sodal only)
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XILVALIDATION AND REWVISICON OF THE
COMSTITUTION

This Constitution shall be valid upon signing by 273 of
the Voting Members of the family. This document shall
reviewed in its entirety and amended as necessary on the
following dates under the guidance of the Chair of the
Farnily Council:

12 months afterit is adopted

Everyfive years on an averview basis by the Family
Council

Revisions in this document shall require a 203 vote of
The Voting Members presant at the Annual Mesting or
represented by prosy if not able to attend.

In addition, specific adjustments may be required or
desired on an ad hoc basis as well, which can be made by
recomnmendation by a memkerto the Family Council and
agreement by 5 of the 7 members there of.

INDIVIDUAL COMMITMENT

To reflect acceptance of its content and commitment to its
terms, this Constitution shall be signed by all Viating Famiby
Mermbers upon completion of its drafting, and then by all
future Voting Family Members at the first Annual Mesting
after their reaching age of 21 inthe presence of the full
Family Council.

Original signatures {with attached signatory pages as
necessary.

Signature

MHame

Date

Slgnature
Mame

Date

Slgnature
Mame

Date

Slgnature
Mame

Date
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Examples & Templates

Example 3.E: Family Meeting Agenda

1. Welcome and Review of Family Purpase and Values
2. Matters arising from previous Family Meetings
3. Objectives forthe current meeting
Yearin review: contesxt, past objectives and
accomplishments

&

Family and individual events and achievements

Family business events, results and plans

Financial wealth management results vs targets
and bendhmarks

Trust issues, wealth preservati on and transfer

Philanthropy

The Family office and‘eco-syster’ of advisaors and
influences

5. Coming year

»

»

b

Family transitions and challenges
Econamicervironment

Key abjectives for implementation of family
strategy

&  Long-term plans (multi-generational perspective),
including approach to priority risk and opportunities
7. Social Agenda

Earnples & Termplabes
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Examples & Templates

Example 3.F; Rights and Responsibilities

What should be the appropriate set of rights and responsibilities for all generations in the family?

=

Rights | Responsibilities

Receive information ! Understand and respect family and business governance

Be considerad for roles in family lead- E Reirforce family unity and respect family values
ership, business and philanthropy |

Attend family meetings E Avoid conflict and disputes
Owen shares | Education and preparation as needed to be a good owner of wealth and contrib-
! uting member of the family
Receive dividends ; Behave at all times as a family ambassadar
iobe on major issues ]
Templates

Template 3.A: Govemnance and Leadership
Template 34 LeadershipGovernance.doo:

Temiplate 3.B: Family Constitution
Template 3B Family Constitution.d acx

Template .C: Family Meeting Agenda
Temiplate 3 Family meeting agenda.doc:

Template 3.0x Rights and Responsibilities
Template 30 _rights and responsibilities.docx

','3-‘ Esarnphes & Terrplabes
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Module 4 Checklist:

Governance and Leadership

Contents Yes MO
1. Are individual roles clear, including for in-laws?
2. Are the purpose and practical aspects of family organisation clear and agreed?
3. Isthere a written Family Constitution, including rights and responsibilities?
4. Are family mestings held and well managed?
5. Isthe leadership model, including succession planning, working well?
£ Isthe approach to dispute resclution (and conflict avoidance) understcod andin
place?
7. Are effective measurement and feedback systems in place?
Family Office Yes MO
Farmily Eco-System Yes NO
'{31 Enchaf-madule checklist | 51




“If we command our wealth, we shall be rich and free; if our wealth
commands us, we are poor indeed”

Module 5

Asset Structuring and Wealth Preservation

Video Lessons and Summaries

HW1004 Introduction: The Family Philosophy of Wealth
WMAT0M  Introduction: Asset Structuring and Estate Planning
WMAID04 The HEW Trust: Securing the Long Term Future of Your Family
WM The Ethical Will
WM Wealth Presarvation
WMWK Wealth Distribution

Selected Reading

Strategy for the Wealthy Family (pages 155-210)
Family Legacy and Leadership (pages 18-29)

EBxamples / Templates

1. Philosophy of Wealth
2. Weal th structuring and distribution principles




Module 5: Questions to be Considered

Have you defined your family purpose and philosophy of wealth?

What are the ‘branches’ of wealth that require separate statutory?

How can these assets best be structured and administered?

Do you have an adequate approach to wealth presenvation, approach to family values, clear
and sustainable distribution policies, risk management policies, policies and pre-nups etc.

Is there a great educational program for Next Gen members of your farily?

What changes in the external engagement - fiscal, financial or political/economic- may
juxtapose wealth continuity? What can we do about them?

Do you have a trustworthy team of advisors and an annual review of the performance
of your ‘eco-system’?

Wha in the family understands the details of wealth statutory?
In the Next Generation?

Summmary Cuestions



HVV1004

Imtraduction: The Family Philosophy of Wealth

Koy Takeaways

There are 3 main philosophiss of wealth:

1. Proprietor: Financial assets are the property
of the aurrert wealth owner—ecan do with the
wealth as he or she wants

2. Stewardship: Family wealth held in trust for
future generations

3. Both: The most commaon wealth philosophy—a
portion of wealth is spent by the proprietor and
a partion is held forthe future

Introduction

Defining your family's philosophy of wealth is an importart
step in defining the roles ofindividuals in a business.

Are family members proprietars or stewands?

Kriowing this will guide crucial decisions on ownership,
distribution, structuring, irvestments, and other elements
invohing the family enterprisa.

Guidance

Think about your family's philosophy of wealth. The two main
philosophies are those of proprietors (*this is my money to
spend ) and stewards Pthis money is for future genermtions?).

Your family’s wealth philosophy should be deady documented
since philosophical differences can lead to conflict regarding
irvestrnents, distribution, structuring, ownership and other
elements that involve managing the family enterprise.

The two ways wealth can be viewead:

1. As anasset that can be used and controlled within the
current generation—a proprietor will ssewealth as a
means toan end.

2. Asanassatthat should be nurtured and pratected for
future generations—a steward will see wealth as not
entirely theirs,

Mest philosophies of wealth are a balance betwesn these
ideclogies. Finding a balance between spending, irvesting and
preserving wealth is imperative to prevent friction between
family members.

Farmily mern bers will undoubtedly have differing opinions;
understanding these views and finding common ground
before conflicts of opinion arise can be a critical element in the
preservation of family wealth and harmaony.
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WMA1002

Imtroduction: Asset Structuring and Estate Planning

Koy Takeaways

Review yourwealth objectives:

Impeartant to clarify yvour family philosophy of
waealth.

Need to dedde if you want you multiple
objectives for a single poal of wealth or a single
objective for each multiple pools of wealth?

«  Understand what you want to do with vour
wealth and why
Choose a cost-effective vehicle that is best
suited to meet your objectives

«  Tum your objectives into practical structuring
that allows youto control your wealth
Decide how the vehicles will be administered,
how dedsions will b2 made, and how good
advizors will be selected now and in the future
Asset structure management can be as
important as vehide selection
In which jurisdiction will you operate?

«  Trusts can be govemed by strict rules contained
in a trust document or influenced by a non-
binding letter advising the trustes
Asset structures are complex, so seek expert
advice forvehicleand jurisdiction selection;

Intraduction

Ir this module on assst structuring, we will be looking at
your wealth objectives (multiple objectives for a single pool
of wealth or a single cbjective for multiple pocls), oe=ating a
practi cal structure based on your objectives, and using that
structure as a risk management device taxes, generational
transition, etc).

Guidance

Uniderstanding your wealth objective is the foundation of
asset structuring. Once you define the goals for your wealth,
you can begin assessing different approaches to determine
hiowe to structure your assets, Examples of asset structuring
vehicles:

3

= Trust—an agreement betweaen a settler, a benehciary, and
atrustes
= Foundation

= Compary
= HUE

= LLP

= FLP

= FIHC

= Fund

= Insurance policy

Once the wehicle has been chosen, determine how, where and by
wharm the vehicle will b2 administe red, what decisions need to
be made and how advisers will be chosen for each asset. Finding
the right people to manage the wvehide is as importart as which
wehide is selected.

Exarnples of cversight managemenit:

= Trustee

= Trust company

= PTC-Private Trust Compary

= Protectors / Enforcers—people who make sure dirctors
fulfill their duties

= Directors

- Employess

= GP/LPFund

Once you have decided which wehicles to use and how
oversight will be managed, the next step is to choose under
which jurisdiction the assets will be structured. Examples of
jurisdi cticon:

Priocrities
= Quality
= Tax/dualtax
- Remote distribution
- Disclesura
= Timezone/ access
= Diversification

= Cost
= Flexibility
= Fit

Trusts are one commeon method of asset structuring. A trust is
nat an entity like a corporation. Rather, a trust is an agresment
betwesn:

WAT00Z  Ascet Structuring ard Estats Flanning [{v]



= A Settler
= Theindividual whao originally holds an asset and
want to give control of the assetis) to a beneficiary

= ABenshdary
% The personwho receives an asset in the future

= ATrustes
= Theindividual who takes responsibility of the asset
on behalf of the settler until the beneficiary is of age

A trust can b= govemed by a strict s2t of rules in the initial
agreement and later influenced by a letter of wishes, a non-
binding document that gives the trustee advice from the
settler. The trustes becomes the owner of the asset and has
the freedom to actas he or she deems appropriate, always
acting in the best interest of the beneficiary.

Structuring family business assets is technical, complex and
often requires expert advice. However, thoughtful and expertly
implemented assst structure gives you control cver your
familys future wealth—allowing you to protect and transfer
your wealth effectively across generations.
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WMA1004

The HEW Trust: Securing the Long-term Future of Your Family

Key Takeaways

« A HEW trust | providing future funding for Housing,
Education and Welfare expenses for members of
following generations) can ensure that your family's
rnost basic nesds are attended toin the future, even
if direct inheritance are lost.

Guidance

Previous modules discussed how to structure asssts at a high
lewel and how wealth will be allocated and used. Ancther
asset structure option is slighthy more creative: 2 "HEW ™ trust.
A HEW trust addresses the health, education and welfare

of current and future generations, HEW trusts take a small
portion of family wealth and set it aside for health care,
education and general familial welfare in case of hardship.
HEW trusts work like an insurance policy that can last marny
generations.

For example, yvou could allocate 0% of your wealth toyour
children as inheritance and 10% to a separate HEW trust

that will b= available to future generations. That 10% acts

as an insurance policy to cover basic needs inthe eventof a
financial catastrophe, revolution or other event terminating
the flow of wealth within one or more branches of the family.
A HEW trust can satisfy long-term needs, helps families
achieve their purpose, and promates unity and harmony for
mary generations.

'3" WA T00d  The HEW Trust Securing the Long-term Future of Your Family
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GL51202

The Ethical will

Key Takeaways

An ethical will captures soft elements, such as
family history and culture, and conmveys wisdom

to the next generation rather than financial or
physical assets whose distribution is stipulated in a
traditional warny.

+  The farmat can be digital or traditional, in
wiritten, audio or video format, as long as the
content is effective and evolving as a means of
communicating key messages.

«  Understanding family history and lessons leamed
can contribute to the ‘ancestor effect’ which leads to
increasad confidence and improved performance in
following generations.

«  Anethical will may be the most meaningful element
of legacyyou leave for your family, which can
support the cantinuity of family wealth.

Introduction

An ethical will is a document that ad dresses the soft
elernents, such as your knowledge and experience as an
entraprenaur and family leader and the wisdom that you
wiould like to pass on to future generations. The document
can be written or recarded audio orvideo, aslong asit is
authentic, and may be the most meaningful artifact you
leave forfuture generations.

Guidance

Consider long term goals for both soft and hard issues.
Learning and wisdom are part of the legacy that you leave
for the next generation—the principles and philosophies
{saft issues) of previous generations are passed on in the
sthical will. An ethical will says:

Whao you are
What you have leamed inyour life
«  What you would like to convey to the next generation

In addition to assets and business strategies, the lessons you

have leamed as a wealth cwner and family leader are valuable
knowd edge for your children and other family members. Mot anby
should you create a document for future generations, but you
should alsoengage with family members and have meaningful
conversations now for richer knowd edge sharing than any
document can provide. Understanding family history creates an
ancestor effect; knowing where you come from and the successes
of your predecessors can give you confidence and an advantage
owver having to start fram scratch.

An ethical will may benefit from a consideration of a family’s

staternent of purpose, philosophy of wealth and definition of true
famnily wealth.

Since monetary wealth can come and go, an enduring ethical
will may be the mostimportant thing you can contribute to the
prosperous future and broader well being of generations.
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Examples & Templates

Example 4.4; Phil osophy of Wealth

Family
Philosophy of
wealth
b
™ ™
"‘Owners” "Stewards”
Can do What they like with Hold the family's wealth
thewmnney—l for future generations
spend, invest, gift Sxx Stewardship
Sxx Owned
A Py
' B
"Hybrid Approach”
Some personal use and some held
in trust for the future
25% Owned: Lifestyle Money
75% Stewardship: Legacy Money
LN A

A
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Examples & Templates

Example 4.B; Trust and Corporate Structurs

1
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Examples & Templates

Example 4.C: List of Options

WEHICLE OVERSIGHT JURISDICTION
I - I I
Trust Trustee Priorities
3 = | | 3
Foundaticn Trust Company Qualicy
| | |
Campany PTC - Private Trust Co. Tax/dual tax
I : [ |
LLC Protection/Enforcers Disclosure
L L 1 1
LLP Directors Time Zone/access
I | | :
FLP Employees Diversification
| : I I =
FIHC GP/LP Fund Cost
T T .
Fund Flexibility
1 1
Insurance Fit
Exarnples & Templates

| €5



Examples & Templates

Example 4.00: Legacy Checklist—Good Beneficiary

A good beneficiary's approach to his or her trustee will include: Score 1-10
[10=Hi, 1=Lo]

1. Understanding all relevant trust documentation

2. Understanding the trustees obligations and liabilities

3. Understanding irvestment polides and riskmanagement

4. Frequent communication with trustee when necessary
5. Und erstanding the rules of income distribution and capital access

6. Avoiding conflict and reducing other risk

7. Participating {where possible)in trustee selection

8. Educated on relewant trust principles and understanding options

9. Ensuring regularmeatings take place for which the benehciary is fully preparad)

100 Understanding the value of a win-win relationship
i |

.\a-‘ Earnples & Termplabes (1




Examples & Templates

Example 4.0i: Legacy Checklist—Good Trustee

Some of the skills and attributes of a good trustes are a capability and willingness to: Score 1-10
[10=Hi, 1=Lc]
1. Keep current on knowledge and training
2. Surfaces and reviews ideas for irm proved asset structuring
3. Build the relationship
4. Educate aurrent and future beneficiaries,
5. Communicate often
6. Pursue best practice in decumentation, including preparing information two wesks before
regular briefing sessions
7. Plan succession (in family and trustee roles)
8. Ensure flight clauses and trustee succession are in place
9. Know where the job begins and ends
10 5o beyond the pure requirements of the job; can play many roles

Termnplates

Ternplate 4.4 Philosophy of Wealth
Template 48_Phil osophy of wealth docx

Template 4B: Trust and Corporate Structure
Ternplate 48 Trust and Corp Structura.doc:

Template 4.C; List of Options
Template 4C_List of options.doc

Template 4.0 Legacy Chedklist—Good Benefdary
Template 40_Legacy Checklist.doo:
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Module 5 Checklist:

Family Asset Structuring

Content

Yes

Mo

1. Isyour philosophy of wealth clear and agreed? (i.e. are you “owners” orsteward s
of family wealth?)

2. Are the high level objectives of asset structuring clear?

3. Do family members understand the asset structures and their rale(s), rights and
responsibilities within the system?

4. Do you have the right set of trustees, directors, protectors/erforcers, and advisors
in place and working well?

5. Are the principles of your approach up to date?

6. Areall taxrizks ppresent and future) fully considered and managed?

7. Istheapproach fully effective imeets objectives) and efficient (low cost)?

End-of-rmadule checklist

1)




“ Happiness is not in the mere possession of money; it lies in the joy of
achievement, in the thrill of creative effort. “ - Franklin D. Roosevelt

Module 6

Family Wealth Management

Video Lessons and Summaries

WMAT101 Introduction: Family Wealth Management
WMAITD1D Best Practice in Private and Family Investment
WMATOD Asset Allocation
WMAI XXX Goal Based Wealth Management
WMATKXK Selecting Specific Investments for Your Family
WMAT12XX Family Finandial Eco-system
WMATXX Consolidated Reporting and Active Cost Management
WMATX0C Annual Investment Policy Statermnent
WMATKXXK Sustainable and Impact Investing

Selected Reading

Strategy for the Wealthy Family (pages 221-200)




Module 6: Questions to be Considered

How effective has your approach to wealth management been in the past? (after all costs and appro-
priate benchrmarks)

What are your longer term wealth management goals and strategy?
Are your wealth ownership statutes and processes fully aligned with your philanthropy of wealth,

long term goals and both family and fiscal contexts?

How do you embrace different views on your philanthropy of wealth?

What are the implications of defining different investment portfolios within one family?
Are your investrnent and distribution policies set for the short, mediurm and long term?
What does it mean for you to be a good owner?

Do you have an appropriate educational program for all members of the next generation?
What gaps exist and how can you address them?

How does your family cperating business(es) fit into overall family wealth and risk management
strategies?

What should be your strategy on sustainable and impact investing - and is it a good opportunity to
engage and educate the next generation?

Is co-investment into a new quality business an attractive option?
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WMAT102

Imtroduction: Family Wealth Management

Koy Takeaways

A comprehensive and integrated approadh to family
wealth management:

«  Define philosophy of wealth and overall wealth
strateqgy
Setinvestor profiles and specificimeestment
objectives

«  Decide on approach to imvestmient (e.g. GBWM)
Structure asset ownership and establish
irvestment approach and sustainable wealth
Agres on potaritial future macresconomic
scemanios in the short and long term
Identify the most dangerous risks and most
attractive opportunities
Determnine your family strategy with regard to
Sustainable and Impact Investing
Determine your family policy with regard to
co-irvesting (espedally in property pmjects or
operating businesses)

«  Define wealth allocation by asset category, risks’
return, and the strategy for each asset dass
Perform necessary due diligence on potential for
post-cost return vs objectives and review expected
results as otherimestment options
Make ta ctical investment decisions based on
the policy target with appropriate discipline,
implementation and structure

«  Monitor and adjust investments as appropriate
Insure comprehensive and timely
reporting portfolic efficiency and risk analysis,
linkirg results achieved with initial strategy and
defined expactations.

Ensure you have the best possible FO investment
staff and supporting eco-system

Educate the whale family onfinancial disciplines
and wealth management

Introduction

The family is always at the heart of family wealth
management. Following the financial crisis, a more
practical, human approach to imsesting earned increasing
favar over a purelytheary-basad portfolic approach.

3

One family-centric approach is called Goals-Based Wealth
Management (GBWM) and assumes that the true definition
aof risk is the potertial for a familyto fail to achieve its goals.
Investing families constantly evaluate which mix of assets
will most likely achieve the family’s financial objectives for
capital protection and growth, income generation, partfalio
eff dency and investrnent effect iveness. In the GEWM
approach, defined pools of capital are created, each serving
a specific purpose with separate objectives, which are

then integrated to achieve the family’s overall irvestrment
abjectives.

Guidance

This module will foous on family wealth management, which
addresses the use of imancial wealth funds cutside of the family
business. Family wealth management is the practice of dividing
and investing liquid wealth into different irvestment poals to
achieve overarching finandal objectives.

When properly managed, different objectives, risk profiles

and investing activities and styles can be managed under ane
portfalio,

Successful family wealth managemernt depends upon several
factors:

A dear strategy
«  Adisdplined and professional imvestment process which
includes
Docurment asset allocation
Profassional portfolio evaluation
Understand buying and selling tactics
Track performance overtime
»  Understand why you're making an irvestment
{cormpand to your strategic goals)
»  Aneffective team and eco-system
A high quality contral system
= A culture of objective reviews and necessary adjustment

¥ = ®

Ll
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WMA1010

Best Practice in Private and Family Investing

Guidance

Discipline and structure are necessary for successful private
investing. Develop a clearly defined approach and adhere ta the
rules in ardar to create a robust approach to private investing.

Step by step investment process

Define your investment objectives and process. What do
yiou want to achieve and how will you achieve your goals?
= Consider time-frame, capability and funding
Agres on potential future macreeconomic scenarics.
= IFyou wark on an annual planning cycle, what da
you think will happen in the next year?
= What has happened in the world economy?
What has happened in the market(sjin which you plan
toinvest?
% How are you going to understand and respand ta
change?
Identify the most dangenous risks and mast attractive
oppaortunitias,
»  Decide where to invest and how to manage the
inhement rsks in those areas.
Define the asset allocation medel, strategy and technical
approach to each selected asset class.
% How much monesy will you be investing?
= How will you allocate these funds?
»  What are your objective "buy® *hold “and “sell”
conditions?
«  Conductdue diligence on managers and individual
investments,
Monitor and adjust investor misx.
Ensure timely reporting.
«  Control costs.
Monitor managers and portfolios closely.

Setup astep-by-step process, uniderstand investments in each
area, manage money objectively and avoid the emaotion al
traps people often fallinto, By creating and strictly following a
structured approach to investing, you can position yourself for
a much greater likelihood of an extended period of successful
inwvesting.

3.! WAIOTD

Bexst Practics in Private ard Family lrveesting
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Aszet Allocation

The recommended allocation takes into account investment needs, time horizen, and ability to tolerate fluctuations in the
value of the portfolio. Based oninformal irvestment profile and objective of achieving a retum over the long-term in the
range of 5-7% per annum before fees, the portfolio would be allocated as follows:

Target

Asset Allocation

Asset Mix
Cash 5%
Fixed Income 15%
Egquities ik
Hedge funds 105
Real estate 1%
Private BEquity 105
Infrastructure 5%
Gold 5%
Total 100%
Rebalancing

The asset allocation recommended for the portfolio
reprasents appropriate balance among asset classes given
our risk tolerance. A ebalandng of the portfolio may be
recommended based on a substantial change inthe mix
caused by relative price movem ents. At a minimum, this will
be reviewed annually. The family office has the authority to
make tactical allocations within the asset mix ranges.

Quality Guidelines

Quality quidelines are designed as a frrmework for helping
to ensure that securities chosen within the portfolio mest
certain criteria. The portfolio will be invested prudently,
taking into consideration: securities ratings, portfolicand
industry concentration limits, issuer size and ensuring

that securities are traded either on a recognized public
exchange or as qualified public issues.

Aszet
Allocation Guideline Ranges
Maximum
0% 5%
15% o
20% Ll
0% 1065
0% 203
0% 1056
0% 5%
11 5%

Portfolio Constraints

Issuers of securities that need to be excluded from your
investment portfolio are designated in the Appendix. There
are currently none. As well, any pre-existing assets to be
managed on a special situation basis will be listed in Appendix
along with a description of the treatment of and strategies for
these securities. There are currently none.

Tax implications

All of the family entities are taxable, so tax-aware investing
is a keys component of this investment policy and should be
factored into the imvestment d edsions wherever possible.

Imvestment Manager Selection

Investment managers will be selected by an MFO (Mayfair
Family Office) based on the investment policy. The roster and
selection guidelines will be reviewed on a regular basis by the
investment committes, The manager selection process will be
based on the following Five Ps guidelines:
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Examples & Templates

Example 5.0 Goals-based Wealth Management

Dehning Goals and What They Really Mean

Wealth Presarvation

Provide principal protection, stability, liquidity and consistent income generation

Incorme Generation

Lifestyle Provide high levels of current income, modest prindpal growth and inflation
(Spend) :
protection
Wealth Accumulation
Provide capital growth ‘growth of prind pal
Generational Transfer
Provide growth of principal for current and subsequent generations
Legacy
Wealth
Transfern) Legacy Funding

Sustain portfolio assets and income across generations in perpetuity

Source: BNY Vision 2020

Exarmples & Templabes
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WMA1007

Selecting Specific Investmeants for Your Family

Guidance

Designing a professional process, evaluating each step and
supparting decisions with data are essential building blodks
for a successful family irvestrment plan. Whean evaluating
investments, consider the 7 7P7s:

Performance
% Understand the financial history
+  People
»  Whao'sinvalved? Who are the major stakehold ers?
Who is on the board? Wha runs the company?
Philosophy
= Whatis the tangetasset hoping to accomplish?
Hewe similar are your philosophies?
Price
#  How and whenwill you buy and sell? What are
possible asset or market scenarios? What kind of
profits can you make?
Process
»  Whatlimitations will this irvestrnent have? How
can you get it into afund T How liquid is it? Has it
maximized potential already?
Partmers
= Whatis their backaround and experience? What
rale do they play?
Post investrment policies
»  Whatinformation will you get, and how much
control will you have over the investrment?

By considering these criteria, you can better gauge the value
and potertial return of an asset prior to investing.
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WMAT006

Farnily Finandial Ecosystemn

Introducticn

Famnily investars and family wealth managers need to have
an effective ecosystern in order to design and implement
their strategies.

The family finandal ecosystem is comprised of the family,
internal family resources, external suppliers, and the web of
advisers and influencer’s who make up the interconnected
systemn that shapes and implements a family’s wealth
management strategy.

Having the wrong advisors, ar being given the wrong advice,
can be a greater risk to a family than to a professionally
managed financial institution, especially if the family is
relatively inexperisnced. Assessing, sslecting and managing
advisors requires experience and an objective view of
performance.

Inept advisors with insufficient information, poor skills,

bad motivations, or even all three of these together, could
become predators in the family ecosystemn, a notable source
of significant loss of family wealth over the years.

Guidance

While the family is at the core of any family wealth and
business ecosystem, they are surounded by other individuals
and institutions in an “eco-system’that, interconnected,
looks a bit like a target. The family is at the center, and is the
*bullls=yve’ many people aim for in various roles, The inner
circle is the dosest to the family and shares the family's
philosophies and goals. In the next ring beyond the inner
circle are trusted advisors and staff, who are long term

and valuable partners. On a furtherring are found the
professiomals, who provide a variety of specialized, often
transactional, services,

All of these concentric rings need to b= considered and
managed to ensure there is an effective supporting system
forthe family,

In the ring furthest from the leader are the institutions -
schools, dhurches, assodations, etc. - that have anly an
indirect influence on any specific decisions but can have an
enormous gravitational impact on the family s legacy.

Map out your current family ecosystem based on these
categories, constantly evaluate performance against
objective standards and make changes as needed over time.

Moniter perfermance and contributions from people and
companies in the ecosystem. Reward high performers and
reinforce positive contributions. Coach, retrain, reassign or
release poor performers. Define your goals, build the right
team to support you and be thoughtful when implementing
your plans to geate the most eflective ecosystern for your
family.
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WMAT008

Consolidated Reporting and Active Cost Managemerit

Key Takeaways

A big mistake that family investors make is
calculating the cost, efficiency and relative
performance of the portfolic after fees and
carmy.

Understanding ‘see-through profitability’ {profit
after all costs are alleviated) and management
{including taxes) are essential.

+  Become more eficient by looking at the
aggregate cost of the individual instruments in
your portfolio.

Measure profit and Total Sharehaolder Return
{including dividends and capital gain and net of
all costs) as fully costed benchmarks

Conduct consalidated portfolio reporting and
make sure your processes are working well

to guide investrnant decisions, manage your
money and align your portfolio processes.

Guidance

One mistake that many family investors make, and an easy
opportunity for improvemnent, is failing to cal aulate the full
cost, effidency and relative parfarmance of the portfolio after
fees and carry. Investment management fees can add up
quickly, so understanding see-through profitability ona fully
costed basis is very important.

Understand where you can negaotiate, and consider each
individual instrument and its aggregate cost as well aswithin
your portfolio, Ensure your portfolio procasses are working
wiell, and eport on performance relative to bendhmarks for
your assets to understand how well your portfalio is truly
doing on a comparative basis. Optimize your time and funds
to ensure the highest possible yield,

Finally, consolidate your portfolio analytics. Run monthly
and quarterly cost and income reports and compa e
actual performance to your internal forecasts and external
benchmarks.

3

WA 1 00E

Some types of investments are difficult to forecast, but
reporting is still worthwhile to understand how your moneay is
performing and how that performance is changing owver time
and against expectations.

Consolidated reparting lets you see the big picture

and update forecasts and estimates as needed. These
consolidated reports can then be used to guide investment
decisions, inform cost negotiations and improve portfolio
processes to manage your money professionally.

Conzolidated Reporting ard Active Cast Managemeant a7



Examples and Templates

Example &.4; Annual Imvestment Policy Statement

Purpose

The Irvestrment Policy Staterment (IPS) is a strategic

guide to the planning and implementation of the family's
investment prograrm. It provides a framework for managing
your investment assets and will prescribe the structure,
contant and administration of your portfalio. Specifically,
the Investrment Policy Statement is intended ta:

Establish a clear understanding of the imestment goals
and objectives of the family
Determine the relevant time horizons in which the
funds will be managed an evaluated
Set out the structure and process for managing the
investment assets, including asset allocations, asset
classes, and the compasition of the portfolios
Describe the criteria by which imvestments and
managers will be selected and any restrictions that
must be followad
Cutline the process by which the investment program
will be implemented and administered on an ongoing
basis

+  Definethe dedsion-making process and the
respansibilities of all parties imvolved in the
management of the assets
Ensure effective communication between you
and the various parties involved in the investmeant
management process
Ensure that the govemnance and the management
funds comply with all applicable iduciary standards
and regulatory requirements
Establish a clear basis for reporting on and evaluating
the investment results

Background and Scops

This investment policy is designed for the Reynolds family
and its related entities. James (71) and Susan Reynolds
{54 are the owners, bensfidal owners and fortrustees of
the entities listed below. These irvestable assets comprise
the bulk of the familys net worth, with the exception of
their remaining (55% shame of Reynclds Aviation) and their
homes and personal use assets. The total investabls asset
across all entities is 5100 million.

3

+  James and Susan Reynolds
Reyniolds Family Trust
Artorius Capital
Cuscaden Family

*  HEWTrust

The Reynolds Family Foundationis viewed as a separate
entity with a separate investment objectives and paolicy and
an independent board of directors jeven though controlled

Objectives

The portfolio is to be constructed to:

+  Pressrve capital, in real terms
Provide income to fund spending and donation
reguirernent,
Provide reasonable prospects for growth within a
moderate risk context, and
Provide some limited liquidity

Spedhcally:

The portfolio will be expected fund annual family
lifestyle income requirements of 51 million
The family intends to continue its tradition of funding
all education costs of its descendants for as long as
possible and discretionary investments in family
members entrepreneurial ventures. In recant years
this has averaged 51 million peryear. Thisfunding is
expectad to come from the HEW Trust
The family would like to be able to provide additional
funds to the Reynolds Family Foundation of 520
million on the death of James and Susan.

+  Thefamily would like to retain the purdhasing power
of the capital and grow the funds modestly after
distributions.

Emnmiples and Ternplabes |a
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Being a Good Owner of Family Wealth

Koy Takeaways

Being a good family wealth cwner requires
hard knowd edge and soft skills related to the
family, quality businesses, wealth statutory and
irvestrment
Business knowledge includes:
»  Effective ownership practices and principles
*  Accounting and finance
»  Asset managementand business awnership

=

Strategy
Govemanoe
Leadership and management
Effective audits of purposs business, boand,
management) against objective standards
«  Soft skills include:
®  Communication skills
»  Leadership
#  Teamwork
+  Recognize when the family is unable to contribute
to the company’s success, innovation and growth
Regulardy review your business portfolios and
where they are in the life cyde
«  Considerthe best approach to the possible
appaintment of non-family members to your
business board

L

=

Imtroducticn

Being a good owner of your family's business is important
to preserve wealth and business longevity, However, b=ing
a good owner does not necessarily require being directly
imalvad inthe day-to-day managermeant of the company.

While preserving the family business is a commen goal,
maintaining a business that spans generations is not easy.
Suceesshul businesses last for an average of 50 years,

Innovation and growth are essential to sustain a business,

but good cwners also know when to sell a business to
capture the maximum value for the family.

3

Guidarce

Whatdaoes it mean to be a good owner? How can you know
when you are prepared for the responsibilities of business and
assetownership?

Begin by developing the skills associated with your particular
function or domain. For example, if your function is finance,
become am expert in accounting and Anancial management.
Through your functional expertise, begin leaming management,
ownership and govemance of both the business and family.
While working towards functional expertise, continually
refinie your soft skills, sudh as communication and relationship
management. Because of the nature of family businesses,
they often have greater potential for longevity, but sustaining
a family business still requires innowvation and change.
Maintaining growth through generations is a dhallenge.
Knowing how and when to sell may everitually be the best
opticn foryour family.

Effective owners not only have functional business sxpertise,
but also mairtain a portfolio perspective. They know how to
maintain effective boards, comprising both family and non-
family mem bers to promate diversity and objectivity.

Understanding daily business aperations and how to manage
the business both contribute to becoming a good owner.
Howeewver, not every family member can act as an owner, as the
family would become too removed from the business. Find
balance as an owner by dividing time between management
and operational responsibilities, and structure your family
organization to build expertise in both.

In addition to business management and operations, a good
cwnier must understand the strategic possibilities for the
company and appoint a CEOQ that is capable of executing the
family's strategy and company vision.

WATT02  Being a Good Cramer of Family Wealth a9
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Pers pactives on Business and Portfolio Diversification

Koy Takeaways

Diversify away from home market risk, business
sector risk and other risks.

Look at interesting co-investment as risk-adjusted
diversiiication opportunities,

Understand the risks of diversifying into areas
outside of your expertise.

Rememberthe best investments are always in
known markets and known product areas.
Leverage partners, advisors and other expert
knowledge to learn about new investment
domains and proceed carafully.

Guidance

As the word becomes more volatile, uncertain and complesx,

many family investors are becoming more interested in
diversifying away from home market and business sector

risks.

Family businesses are beginning to diversify their operations
by exploring other markets, either within the same industry

or'in new markets altogether. Portfolio diversification is

one tactic for lang-term wealth asset allocation model that
protects the family. Even families in high growth, emerging
markets, which were once an avenue for diversification, are
now diversifying away from their home market concentration

risk as well.

When irvesting outside of your comfort zone or area of

expertise, evaluate specialists and explore opportunities

with local irvestors who have spedfic information, networks,

opportunities and risk management practices that could
takea long time to develop organically. Diversifying inta

urfamiliar areas with new pastures has inherert risks that

need to be managed carefully.

Find investment partners who are familiar with these areas and
reszarch tharoughly beforehand. Seek partners who may be
interested in investing in your domain or industry so there is
possible reciprocation if the first project is) go well at all levels..

Co-irvestors whao irvest in your family business may also help you
grow into new markets while expanding your family’s netwarlk.
The best imvestrnents are in known markets or known product
areas. Consider redudng the risk of diversifying into new markets
through analysis and co-investment.

WMATD05  Perspectives on Busiress and Partfolio Diversification ao



Examples & Templates

Example 5.A: Investment Profile and Objectives
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Examples & Templates

Example 5.B: The Investment 5-Curve

Mevable ies The Investment S-Curve
. (example only — actual allocations to vary by family)
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Examples & Templates

Example 5.C Instructions: Risk-based Asset Class Summary
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Examples & Templates

5. Goal-based InvExampleesting

Objective-Driven Investing

Lifestyle Wealth Transfer
Wealth Gerw rational Legacy
Aceurnulation Transier Funding

Lifestyle Wealth Transfer
Portiolio Partfolic

Source: BNY Wision 2020
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Examples & Templates

Example 5.E: Individual Investment Assessment

Indidual/Manager Evaluation Scorecard

Score 1-10(1=Low, 10=High)

1. Perforrmance and Ainandal history

7

2. People and team 2
3. Philosophy jrvestment thesis and expected return) 7
4. Price and terms jcosts including see-through) [+
5. Process of investrent (if a fund)and principles of evaluation 7
6. Partners (strategic, operating and finandal) &
7.  Post-investment polides, including reporting, control, management and 7
follow-up
8. Right time to buy? 10
9. Plantosell inplace 4
10 Tax-effective structures 5
Total of 100 =
Templates

Template 5.4 Investrent Profile and Objectives
Template 54 _lnvestment profile and objectives [check] doc:

Template 5.B:The Investment S-Curve
Template SB_SCurve [check].docx

Template 5.C: Goals-base d Wealth Management
Template 5C_GEWM [chedk].doox

Temnplate 5.0: Goal-based Investing
Template 50_GoalBased Investing [chedk].docs

Template 5.E: Individual Investment Assessment
Ternplate SE_|ndividual assessment.doc:

Exarmples & Templabes
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Module 6 Checklist:

Family Wealth Management

Contents

Yes

1.

Are your short and long term objectives set?

2. Isyour investrnent philosophy {active vs passive) defined?

3. Are your investor profiles established for each family portfolio?

4. Are you happy with your strategic asset allocation and tactical
ranges as currenthy sst?

5. Do you have a good process to make and monitor dedsions on
individual investrnents - both to buy and to sell?

£.  Are your approaches to risk and cost manageme nt sufficient?

7. Isyour overall performance vs banchmark satisfactory?

End-of-rmodule Thecklist

&




WMAT105

Annwal Investrent Policy Statemeant (IPS)

Key Takeaways

The annual investm ent policy statement (IPS) and
the longer term strategy development (LTSD), the
two key documents for successhul, professional
wealth management
Consistent with the content of the strategy
development, an IPS is often produced annually
and is updated every year

+  TheIPSis a marketspecific and time-bound
action plan for the tactical im plementation of the
long-term strateqy document.
The IPS is prepared in advance and provides both
imvesting and divesting guidance for the coming
year.
The IPS needs to take into account any
expectations for dividend payment or capital
distribution during the year
Any other emerging family investment principles
{negative success, exposure, diversification, etc)
have to be respected

Introduction

The annual irvestment policy statement (IP5) is a tactical
guide to implement the family's investment program,

which is captured in the long-term strategy document.

The IPS provides a framework for managing the family's
investrment assets and presaibes the structure, content

and administration of the familys portfolio. It reinforces the
farnily’s investment goals and objectives, confirming the asset
allocation model and describes the tactical ranges within
which the family will imvest during the year, determines
timelines for fund management and evaluation, cutlines the
investrment program implemeantation and defines the roles
and responsibilities for all asset management stakehaolders.

This LTSD and IPS are drafted within a set of defined
expectation and assumptions regarding the external __
{interest rates, economic growth, sector attractiveness,
changes in tax policy, ety for the year.

3

Guidance

The second key wealth management document is the
annual IP5. The IPS s a short-term tactical docurnent

that translates the long-term strategy document into an
actionable plan. It provides structure to investrment palicy
and annual investing and divesting guidance.

IP5 contents:

The purposs and scope of managed funds—are the
funds associated with specific objectives, purposes and
time-frames?

«  What investrnent principles will be used, and what is
the expected rate of return?
What are the definitions and tolerances for risk?
What is yvour planning horizon, and what time-frame are
you considering?
What asset dasses are available, and how will you
allocate funds?
What quality guidelines and portfolio constraints will
be imposed?
What roles will family members and managers play?
How will you monitor both individual investments and
the entire portfolio?

«  Howwill the IPS account for changes in the market
and unexpected results ofinvestments?

Run periodicinvestment reports to track progress

against your plan. Remain objective through this complex
and potentially emotional process to promote sound,
professional investment dedsions.

Emnmiples and Ternplabes a7



Investment Principles

The portfolio will be managed based on the following
investment principles:

= Diversification amang uncomelated assert classes can
help to reduce risk

= Sound investmentin illiquid assets can add to retumn.
The family is able to withstand some illiquidity due to
the size of its assets and the long term nature of its
objectives.

= Investment fees should be minimized where possible
due to the large negative effect they have on
investment retums.

= Sncethe family and its entities are taxable for the
maost part, sensible tax savings strategies and tactics
should figure into the investrment policy where
pessible.

= Investrments should be purchased with a margin of
safety where possible. Chasing return, following the
crowwd and speculative securities are not appropriate
strategies for this portfolio.

= Reirvestrnent of dividends and investrnent returns (net
of income requirements) isan important way to grow
capital.

Expected Return

Within these overall objectives, the portfolio should seek

to earn total tums in the mnge of &-5% over the long
term before fees and investment expenses, Given historical
experience and the ability of the family to invest forthe
lomg term with minimal liquidity requirements, this rate of
retum should be achievable on average. The rate of return
is expected tovary each year based on developments in the
capital markets,

Incame Meeds

Income will be required from the portfolio to fund the income
oriented abjectives is a minimum of 1.5% capital and may
nesd to rise inthe future.

Liquidity

COrverthe short term, the portfolio should be sufficiently
flexible and liquid to accommodate reasonabl e capital
withdrawals that may be required, although none are
current by foreseen. However, the specific allocation 1o
short-termn investments in the asset mie will be relatively
smiall. Liquidity is likely to be achieved through the income
normally generated within the portfolio given the assst mix,
and increased as needed by the marketability of possibly
listed securities. In addition to planned liquidity amounts,
the extermal investment managers may hold cash positions
temporarily, pending their intended eventual re-irvestment

Risk Tolerance

The family recagnizes that the long-term objectives of the
portfolic cannot be achieved without incurring a certain level
of risk, and that there are uncertainties within capital markets.
The family’s irvestrient profile reflects an acceptance of the
degree of volatility associated with a portfolio of equities,
fized income and alternative orilliquid asset classes induding
hedge funds, private equity, real estate and others. Alist of
risks that need to be considerad by the family relative to our
irvestment objectives is included in Appendix A

Partfolios with an emphasis on long term growth will tend
to experience wider price fluctuations in the short-term than
cver a full investment cycle. In thoss vears when retums are
above the targeted range, 50% of the excess return can be
considensd a reserve for those years when the return falls
beleaw this ramge, income available for distribution.

Planning Horizon

Long-term strategies will be evaluated over a three to five
year time frame within the context of the planned irvestment
objectives. Results will be measured annually and reported
quarterly.

Emnmiples and Ternplabes ag



Asset Class Guidelines

The relatively wide range of objectives the family has
{preservation, income, modest capital growth, inflation
protection and madest liquidity) will require a range of asset
classes to meet those objectives. Fixed income and related
imvestrmenits can provide stability of capital, liquidity and
some modest level of income (espedally inthe current low-
interest rate ervironment). But they are mot generally able to
deliver consistently high returns, nor significant protection
from the effects afinflation. Equities and related growth-
orierted assets are designed to provide capital growth,
inflation protection and, in some cases, growth in income
dividends. On the other hand, equities can have substantial
year-to-yvear variability which can impact investor confidence
and liquidity.

Other investments have a rang e of positive and negative
factors. Many alernative imvestments (real estate, private
soquity, infrastructure, some hedge funds) target higherlong
term returns or less variability in etums (absolute retum
funds) but can sacrifice liquidity and can have high “friction
costsT

The goal of 3 sound irvestrnent palicy is to balance the risks
and rewards of the various asset classes in service of the
objectives of the portfolio and the family. The allowable assst
class universe in this investm ent policy s as follows:

«  Cash and money market instruments
Bonds and fised income
Equities — domestic, global, emerging market
Hedge funds
«  Private equityincluding funds of funds)
Real estate
Infrastructure
Insurance
«  Gold, precious metals, and enargy
ETFs

Assetclasses and categories specifically exduded from the
imvestable universe include:

Structured products
First time funds

+  Speculative sacurities
Currencies and foreign exchange
Awiation securities (due tothe familys continuing large
exposune to the industry via Reynolds Aviation)

+ Mutual funds
In-hom e products of investment advisors
Crypto-currencies and related assets
Shares of tobacco, firearns and high pollution ind ex
companies
Funids and mandates for disaetionary management by
private banks

Emnmiples and Ternplabes ag



Performance

The manager should have a proven minimum track
record (3 years) of performance and an ability to mest
the objectives of the mandate it is being given. We will
target managers with evidence of a higherthan averags
risk-adjusted return owver relevant measurement

periods relative to their peers, key benchmarks and/or a
minimurn absolute rate of retum for the mandate.

People

The people managing the funds should be of the highest
integrity and meaningful experience. The organization
should be stable and profitable. There should be good
bench strength, effective incentives, human resource and a
good succession plan.

Phillcsophy

The philoesophy under which the funds are managed
should be reasonable and the manager should be able to
articulate it well. 1t is also helpful to know if the manager
haz maintained that philosophy or style over the long-tarm
{particularly thraugh difficult years), and their degree of
conviction in their partioular investment philosophy. The
investment committee has a preference for value-oriented
mianagers and their focus on downiside protection and
portfolio safety.

Process

The rmamager should have a proven process to implement
its imvestment mandate that is sensible, dizciplined and
repeatable. They should also have sound operational,
administrative and regulatory polides and practices.

Price

The fees should be masonable based on the products
offered. The investment committes is sensitive to the level
of fees and prefers not to investin high margin (forthe
issuer) structured products, mutual funds or funds of funds
if possible.

Investment Dedsion Making and Responsibilities

The following outlines the responsibilities of the various
parties involved in the investment process:

Family Investment Committees

The family imvestment committee is the representative of the
family in all investment decisions and is responsible to:

= Participate in developing the irvestment policy induding
the determination of long-term objectives, risk tolerance,
asset mix and control procedures

- Approve the initial irvestrment policy staternant and
review it at least annually

= Select the investment consultant’ family office who will
provide cverall management of the imvestment process

- Reportto the other relevant members of the family on
the imvestmert portfolio and any relevant dedsions and
developments

The current investment committee is comprised of James

Reymolds, Jeremiy Reynalds, Morgan Reynolds, Gavin

Dunston (solicitor and trustee), and Maria Van Holland ifriend

and university endowment investment manager).

Mayfair Family Office {Investrment Advisor
Joutsourced C1O)

The family has retained an objective, third-party advisor
{Mayfair Family Office) to manage their inancial affairs
including their investment portfalic. Mayfair has been
delegated the responsibility to lead the investmeant process
by the family investmernt committee and will:

= Manaage the family% imvestments in the context of the
overall wealth plan and family balance sheet

= Prepare, exeaute and maintain the investment policy
staternent, in conjunction with the family investrent
committes

= Recommend an appropriate asset mix that is likelyto
mest the family's objectives

= Select the investment managers (based on full due
diligence) and products to fulfill the asset allocation

- Megotiate investment fees on behalf of the family

= Rebalance the investments as needead

= Monitor and oversee the investments and managers

= Provide consolidated reporting on all investments to the
famnily investment committes

= Manage all portfolio and fiscal risks
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Irvestment Managers

The irvestment managers selected will have the
following responsibilities related to managing a
compaonent of the irvestment portfolio:

+  Discretionary irvestment management including
decisions to buy, hold or sell individual securities in
the mandates assigned to them

+  Ensure best execution’on all transactions within the
mandate, where relevant

«  Diligently follow all regulatory polides and
corporate action requirem ents

«  Communicate to Mayfair all relevant information
and changes within the firm or the fund

«  Provide required reporting to Mayfair

Custodian

The custadians) will be responsible for the execution,
administration and reporting on the assets. They will:

«  Mairtain possession of the securities owned by the
family in s=parate accounts based on individual or
antity

«  Settle all transactions and collect dividends, income
and distributions

«  Provide monthlyvaluation and reporting on all
haldings and transactions in the account

Repaorting and Review

Regularly
Mayfair will communicate the investm ent committee (via James
Reynolds, chair) whenever there are relevant issues to disauss.

Monthly

The irvestment committes will receive reports from the
custodian is) each month detailing the holdings and all
transactions with the accounts.

Cuarterhy

Mayfair will meetwith the investment committes each quarter
and will proeduce formal portfolio statements and transactions
for each account together with a written inmvestrnant outlook
and forecast use of funds. A performance report showing the
retum of your portfolio and appropriate benchmarks for return
will also be provided.

Annually

Mayfair will provide a comprehensive portfolio review induding
performance evaluation, evaluation of financial market
conditions, and a review of the spedhc circumstances of each
entity on an annual basis. The investment committes will be
asked to review and approve the investment policy annually as
well.

Templates

Template &a: Annual Investment Palicy Statement
Template 6a_Annual Investment Policy Statement.doc:
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Summary Questions

Before making an investment, have you considered the 5 *F%!
Are you looking at investment financial returns before ar after fees and taxes are accounted for?

Do you have a map and management plan for your current ecosystem?

Do you know what changes in your current ecosystem could have the biggest positive long-term
impact on your legacy?

Are the purpose, role and assessed performance of each member clear?
Do you review perforrmance against internal targets and external benchmarks every year?

Do you have a clearly stated Long-Term Strategy Document and (Annual) Investment Policy State-
ment? Are they respected? Effective vs benchmark?

Are family members and adviscrs aligned?

Have misalignments been surfaced and addressed?

'{3} Sumnrery Questions 102



“All men can see the tactics whereby I conquer, but
what none can see is the strategy out of which victory is
evolved.” - Sun Tzu

Module 7

Family Business Ownership, Governance and Leadership

Video Lessons and Summaries

BUS1007 Introduction: Family Business Ownership and Strategy
BUS1003 Being a Good Director of Family Entenprise
BUSTOXX Strategic Imperatives for ++
BLIS1102 The Three Phases of Strategy: Phase k Diagnostic

BUS1201 Phase i: Design
BUS1301 Phase lk Implementation
BUIS1005 Strategic Possibilties for Your Business
BUS1002 The Company Eco-system

Selected Reading

Strategy for the Wealthy Family (pages 201-324, 451-463)
Strateqy (pages 1-37)




Module 7: Questions to be Considered

Do you have an accepted definition of the requirements to be a good owner, director, leader or man-
ager in your family business?

Do you take full advantage of the natural advantages of a family business?

Do you support the implementation of strategic success inthe business?

Do you have a clear policy with regard to solution, career management and compensation for family
members in the business?

What are your policies for external experience before joining the family business? Family board? Why?

How well does your business perform against plans and competitors?

How should your company and board be organised? Role of nen-family membsers?

How effective is your board? What changes need to be made? Do you have an established annual
review process of effectiveness in objectives for Board, CEQ and Chairman?

What training is in place for board members, espedially those with no external experience?
What are the risks and shortcomings of taking family members on as directors an chairs?

What are the selective processes, integration plans and review strategies for family and non-family
board members?

.1_.31 Surnimany Duestions 2



BUS1003

Being a Good Director of Family Enterprises and Family Govemance Structures

Koy Takeaways

The chairperson usually is required to ansure
that the board acts in the best interests of the
comipany’s stakeholders and all other relevart
stakeholders.
Family members play different rales, including bas
owner, director, or management

«  Prepare for a board meeting by doing the following:
Agenda sstting, drafting protocol and outcomes,
determining your aims and achievements and
being ateamn player.

«  Good directors prepare well for every meeting.
Good directors are well educated in general and
well informed about the com panies they serve.

Introduction

Patertial directors of a family business must be well prepared
to undertake the role. A good director will learn how to grow
inta his or her role rather than simply inheriting the pasition
suddenly. He or she will eventually influence decisions and
take actions that will affect the company asa whole for mary
years,

Leaming about the business, and having a good legal and
accounting foundation, are crucial to the administration of
the business. A good director must also cultivate often *hard’
{technicaly and ‘soft’{people) skills in order to contribute to
the creation of a sustainable and successful business for the
lang term.

Guidance

Understand the different roles family members can play. A
family member can be an owner, govermior (representing

the family in different droumstances), or a manager fbeing a
part of the structure that operates these activities) within the
family structure. Family coundls, committees and meetings
are key elerments of family govemance and can be used to
maintain stability and unity.

BUSTO02

3

Family and business leaders need a high degres of business
and legal knowled ge, possibly balancing family and public
responsibilities, Mastering the soft issues, which are alsa
necessary in orderto lead, requires diligence and patience.

A successful board will require addressing the right agenda,
presenting high quality motions intime, open and honest
discussion, an effective balance of skills and experience
represented onthe board, regular retation of members, education
and effective meeting guidance by the Chair. An annual review of
Chair, board and committee effectively is very beneficial and may
be required.

Eizing a Good Directar of Family Enterprizes and Family Govsrnance Stnichares a7
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Three Phases of Strategy

Key Takeaways

Thoroughly review:
Cornpany history and business definition

«  Customers, markets, and sounces of profitability
Historical and current results
Financial and strategic balance sheet

Guidance

We will go through the three phases of developing a strateqy,
diagnesis, design and development. Each one will contribute
tothe larger strategy in its own way. Start with diagnosing
the business sa you can answer the right questions before
mowing into the design phase.

In defining the mostappropriate future for the company,
it is important to avoid a fire-eady-aim approach. Some
questions that are important to answer well in advance of
setting out a strategic pathway into the future are:

What is the history of the business: origins, strategies,
objectives and results?
What business are we actually in?
«  Correct business definition?
Current market competition and assessment?
Option and evaluation
Strategic evaluation and action plans
+  Implementation schedule and responsibilities

Itis impertant to understand the history of the business,

its culture, successes and failures, what the financial
performance has been, what kind ofissues were faced in the
past and how were they dealt with.

It is even more important to understand where the company
iz and where it should goin the future,

3.! BUSI1G1
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BU5S1102

Three Phases of Strategy Phase |: Diagnostics

Introduction

The first of the three phases of strategy is the Diagnostic
Phase. This phase consists of seven steps,

Guidance

Each of the three phases of strateqy share the commion
trait of making sure the current business contest is fully
understood.

Step 1: Point of departure—define your company's currarit
standing and position before developing a strategy. “Before
you begin a joumey, know where, from whence you start?

Step 2 Business process partfolio—understand your
business portfolio profits and costs).

Step 3: Competitors’ perspective—Who else is competing?
Whiat are your competitors’ strangths and weaknesses
compared to yours?

Maximize your company’s advartage while exploiting
competitar’s weaknesses. “When you spot your opponent’s
weak spot, hamimer it” - Johm Heisman

Step 4 Business dymamics—Industries don't stand still. Are
technalogy, customers or distribution channels changing,
or ame they likelyto change?

Step % Organizational assessment—Strategy always includes
as assessment, organisation and management of full time
ermnplovess and the use of extemnal resources. Understand the
human aspect of your comparny and how they compare to
competitors.

Step & Range of strategic aptions—Whiat options does
your business have, and what would each imply?

Step 7: Strategic options evaluation—Of the potential
strategic aptions available to your business, what does each
entail? What are the advantages and disadvantages of each?
What is the best high level strategy for you to adopt?

Uniderstanding the strategic options in detail and avaluating

them against key criteria will allow youto salect a strategic
course,

'i"g_l BUSIIO2
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Three Phases of Strategy Phase |l Implementation

Introduction

Diagnaosis - Design - Implementation

The third and final phase of strategy is the implementation
stage, which is comprises the following seven elements:

+  Imperatives, actions, and responsibilities
«  Tactics and timetable

«  Implementation team

«  Alignment and integration

«  Pmogram control

« Fullvalue capture

+  Leadership and motivation

The implementation stage aim s to bring the company

leadership’s vision to life, through these well-thought-out

and structured steps,

Guidance

Implementation builds an diagnosis and design, and
specihcally decides what, when and how the strategy
will be executed, who will manage it, and what kind of
leadership will be required. In orderto do this:

«  Imperatives, actions, and responsibilities must be
understood

+  Timetable and tactics must allow for effective
implemertation

«  The right team with proper ethos, skills, and objectives,

must be assembled

+  The objectives must be aligned and implemented
alongside the daily activities of the organization

«  Acontrol system must also be installed so those

runining the business can also run the implementation

process,

Allthis canlead to an efhdent (low cost) and effective thigh
impact) implementation program.

Full value capture effectively examines strategy and innavation
of the full set of available benefits.

Does an effective CSR program open the door forgreen
finance?

Dioes the success of the product group create opportunities for
additional products or opportunities to save relevant customer
segments?

Dioes pursuing a certain activity open door to other possibilities?
Full value capture invohves exploring other opportunities to
enisure effective return on investment.

Al of this requires effective leadership to motivate and engage
and motivate employess. Motivation aeates energy for
productive and rapid dhange, and allows for greater progress in
any venture,
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Strategic Possibilities for your Business

Guidance
KeyTakeaways Atthe end of the diagnostic phass, a number of practical
Develop a matrix summarizing all the elements aptions were discussed: maintaining status qua, selling,
that determine strategy restructuring, refocusing, adding new venturas and
Create a dhecklist for relative valuation of M&#. Changes can be made at either inaemental or
options based on the seven-glemernt madel; breakthrough rates. Once thess options have been

#  Value impact in capital markets

*  Met Present Value (NPV) impact

*  Contribution to profitable growth potential
»  Fit with organizational capabilities

#  Impact on strategic balance sheet

*  Positive change in customer relationships
*  Contribution to competitive differentiation

Attach a different weight to ana or rore

discussad and reviewed, determine the best way forward.
How can you chioose the best long-term option?

COne method to help you dedde is to list the options and the
ways to evaluate each strategy. Decide which options have
the greatest opportunity for future growth, strengthening
the strategic balance sheet, limiting liabilities and aeating
austomer and competitive value, These can then be
sumnmarized into an evaluation matrix of all the elements

elernents to reflect the difference in importance to help you determine strategy. Assian each option a score
and elevate the caloulations for a more valuable based o the aforem entioned questions, then cal culate
assessment the values and use these a directional indicators for which

appears to be the most valuable strategy forthe business.

Strategy is the art and science of informed action to achieve an
overarching purpose, objective or vision,

Strategy is as much of an art as a science. When thinking about
the numbers, do not forget about the qualitative fa ctors sudh as
risk factors, organizational response, and feasibility.

Leadership is as much about leading from the heart of the
organization as it is from the head of the table. Bzing able to tum
data intoa motivating strategy is paramount and requires a level
of artistic thinking. Consider all factors and determine which
strategic option has the highest probability to bring the highest
positive yield and pursue that strategy

'3” BUST 005

Strategic Posshilities for your Business
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The Comparty Ecosystem

“Mio man is an island entire of himsslf” - John Donne

Guidance

Mo company stands alone as an entity, but is one part
of a larger ecasystem. The ecosystem can have as much
influgnce onthe company's parformance as the paople
within the company.

While the company is at the core of the ecosystem,
suppliers, customers and competitars surround and
directly affect it. These immediate ecosystem players are
in tumn affected by advisers, strategists, PR and marketing
firms, Beyond that are transactional advisors, who are
thera simply because they provide the highest quality
people- power,

Far the lang term, think aboutt the institutions, activities
and individuals that can help shaps vour compary.
Understand the full expanss of your ecosystern when
defining, implementing and diagnosing your strategy.
You can manage your core systern, long-term adwisers,
independant advisers, influencers and sources of insight,
but keep in mind the ecosystemn factors you cannot
manage.

EUST002  The Company Ecosystem
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Embedding C5R and Social Engagement in Business Strategy

Koy Takeaways

Corporate social esponsibility and social
engagement have come to the forefront of business
today, and are expected to increase inimportance
even further in the future
There are twa different types of social
responsibility activities: internal and external

+  The four areas of internal sodal responsibility
are: workplace, business system, reporting and
govemnancs
The areas of external social responsibility are:
providing ethically sourced products and services
to customers, protecting the environmerit,
understanding the business' role in the social and

3.! BUS1007

C5R, when done properly, is good fro the emvironment,
communities, the compary, and your family. It is fully
embedded in business strategies and all advantages of a good
SR program - customer requirements being met, creating a
more alternative place to wark, competitive advantage, etc -
should be pursued.

Guidance

Corporate sodal responsibility (C5R) and social engagement
are important elements of modern family businesses. CSR
often falls into one of two categories: internal or external.
Internal issues relate to the family business itself and can
impact business operations.

Internal issusas include:

= Theworkplace (e.g., providing a healthy work
erwironment for employees)

- Business systems (e.g., ensuring the standards and ethics
of the business ecosystern and suppliers)

= Reporting (e.g,, abiding by accounting and envirenmental
regulations)

- Governance issues g.g., ensuring proper beard
represeritation, chedes and balances and activity).

External issues include:

= Product and customers jeg. good customer standing and
loyalty through ethical products and services)

= Environmental (e.g., pollution and degradation reduction)

- Social community (e.g., allocating wealth for
philanthropic goals)

= Business community (2.4, defining and influencing the
procedures of the industry).

Ernbe=ddireg C5R and Socid Engagenent in Busiress Strateqgy 108



Examples & Templates

Example 7.4 Unique Family Business Advantages Scorecard

0 Have you extracted maximum value from each inherent family business advantage?

Three greatestweaknesses and actions to ad dress them:

Unique Family Business Advantages Scorecarnd

Score 1-10
[10=Hi, 1=La]

Action required

Longer term view and commitment

« fareater preparation time for succession

Meed long term succession plans for Chairman ifamiby) and CFO

Amare sophisticated appetite for risk

Higher degrees of speed and flexibility

Cultural change program needs to ke putin place

Personal nature of corporate and social responsibility

Matural diversification through family members

More limited reparting and disclosure burdens

+  Higher degree of confidentiality and discretion

Ability to define strategy by cwners

Lacking high quality long term vision and strategy: lack external view

Greater and more enduring commitment

Exarnple 7.B: Mine Characteristics for Strategic Success in a
Business Family

0 Have you extracted maximum value from each inher-
ent family business advantage?

Highlight thre= greatest weaknesses and actions to address
them:

strong family relationships
Caonflict between Chairman and Family Director
Entreprenaurship
Too mudh complacency and satisfaction with status
Quo
Clear and explicit rules for ownership, management,
and govermiance
Lack of consistent policy on standards for family
entering the business

»

o

ke

Exarnple 7. Family Business Managermerit Guiding Principles

Q) Have you extracted maximum value from each inherent
family business advantage?

Highlight three greatest wealmesses and actions to address
them:

= Ensure freedom of decision-making
Family make important decisions outside of Business
Boand
= Value external business experience
= Mo requirement for 3-5 years outside family business
= Actively involve independent advisors and directars
Too insular, need more Independernt Directors

»

»
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Examples & Templates

Example 7.0: Corporate Sodal Responsibility

Internal
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Woarkplace

® Cantinne “Wiakch i
Sabely prosuan

® hlgy durridents

= i Ll Ui aned
e oA standards

& Comrmibrmnl Lo b
wheelshair heonnd

Custamers

* Proside libetemse
oroduct Juarantoe

& Ensure safc pacaging
Matedals used

Business System

* Canld supplie=
lualllny wunk
practices vedified

* D Lrileulon st vides
e ollenes fraining

Environment

* Lut tomic et vents
from ¢leaning M lds
oy BT

* vl RED Teamd b Tawd
AHAPNAT S Th
wlaalivsin
narknging

Reporting

* Adopt wip'e hattom
line aecunting

* Publish "annus
repart” even pee - IR0

Social Cammunity

& frpinvase annual epe
AT prnject
wunilrilaalion

= Wordd watch
In= it

* Provic dhabs ad
teaching mateals b
AltiLan prosran

Governance

LIF-Too 8 1]
mehepe ident oo
Savias direction ta
Burad willin 2
wrAre

® Ace Bosrd
comminied on
CRrporate
Reszondblity

Business
Community

* Fund rg 20% of
budger of watch-
mzkers colkege

* Chairoman o Bosid
ol S Indusiry
Coumi

Exarnples & Templabes

110




Examples & Templates

Example 7.E: Being a Good Director

Bill Reynolds

Criteria for Evaluation

General Quality of Participation

1. Prepares well for meetings

2. Listens carefully to others

3, Participation respectful and constructive

4. Respects agenda and leadership

5. Punctual and organised

Business Focus/Value addition as a director

&. Provides practical input

7. Provides creative ideas'external examples

a8

B. Supports group/team strategy meetings

BSs

8. Contributions to Committees (esp Chair)

10. Balances family, group and BU interests

Total Score/100

Comments:
Positive Performance Elements

* Vast experience and his comments are
always on point

= Challenges management well; knows
how to work with team

= Ability to think independently and
critically

= Very capable businessman and very
lively personality

Areas for Improvement

+ Time managemant, sometimes goes over

time so we énd up behind with the ather
meetings
+ Manage agenda and discussions of

board members to be constructive within

the assigned timetable

» Needs to show up early and start on time
+ Make sure we stay on agreed agenda and
achieve agreed objectives of the meeting

(e.g. Amman) and each discussion item

* We need to look less at past operating
performance and have more focus on
strategy and the long term goals of the
overall business

Exarnples & Templabes
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Submitted by: Individual Assessed ( 1 to 10, with 1 = low, 10 = High)

Criteria

Cuantitative

Contributlon In specification Jobs

Level of effort

Level of preparation

Investment In personal development

Overall contribution ta GT
pm,gmnmn

Quantitative

Quality of interactionstyle

Effective member of team

Praactive engapement

“Living the values'

Impact non-family staff

Total Score/100

Templates

Template 7.A: Unigue Family Business Advantages Scorecard
Template 74 _family business scorecard.docx

Template 7.B: Mine Characteristics for Strategic Successin a
Business Family
Template 7B_Characteristics for success.doc

Template 7.C: Family Business Management Guiding Principles
Template 7C_Family Business Principlesdocx

Template 7.0: Corporate Social Responsibility
Template 70_CSR.docx

Template 7.E:Being a Good Director
Template 7E_Being a Good Directordoo:

Exarnples & Templabes
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Module 7 Checklist:

Family Business Ownership, Governance, Leadership and

Management

Contents Yes Ne

1. Dovyourfamiby members have a full undarstanding of the advantages
{and limitations) of family business and are exploring them to the full?

2. Doyou have a dearbusiness strategy and plan for the family inthe
business?

2. Dowou have a dearset of objectives and annual review of board,
constitution, leadership and effectivensss?

4. Is there a full alignment of family, family wealth and family business
objectives?

5. Arethe full opportunities and risks of the business and family invohie-
ment clear?

6. Are extermnal experience obligations understood and respected?

7. Arerisk management plans in place to balance family business and
family wealth objectives - 2. management of single stodk concen-
tration?

End-af-rmadule Checklist
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Module 8 Checklist:

Family Business Strategy

Contents

Yes

Mo

1. Arefuture objectives and principles agreed?

2 Adequate resources available to achieve objectives?

2 Is thefoundation investment strategy in place?

Are family, advisor and foundation roles and responsibilities clear?

Is target imnpact agreed and actual performance measured?

= I

15 the link to a family business optimised?

7. Is thefull impacton family - between and within generations —un-
derstood and communi cated?

End-of-radules Checklist

| 114




Module 8

Generational Transitions and S5trategic Career Pathing for the Rising Generation

Video Lessons and Summaries

BUSTXXX Introduction: Generaticnal Transitions and Succession
BUSIXMX Preparing for Generational Transitions
BUS1201 Three Phases of Strategy Phase Il: The Design
BUSTXX Succession Planning
BUSTXXX Strategic Career Pathing in the Family Business

Selected Reading

Strategy for the Wealthy Family (pages 201-324, 451-463)
Strateqy (pages 1-37)

EBxamples / Templates

1. Summary of Family Ownership and Leadership
2. Business Vision and Strateqy (shart form)




Module 8: Questions to be Considered

What has happened in the past that led to the business as it is now?
What lessons - positive and negative - can be derived from the past?

Howe far does the ecosystem of your business reach?

What parts of this ecosystern want your business to succeed?

What parts of your ecosystem can you manage?

What business are you in?

What exactly is the business trying to accomplish?

How can the business best be described in full diagnostic detail?
How strong are your competitors?

Where do you make your money?

How good is your organization?

What are the real options that you have?

How can you best evaluate your options?

What is your best possible strategy - overall and inits key components?

How can this detailed strategy best be implemented?

Do you have the right team and additional resources required for strategic implementation - and to
take the company to the next level??

How can you build motivation and morale in the workplace?

.1_.31 Surnimany Duestions 2
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Imtroduction: Generational Transition and Succession

Koy Takeaways

Family Generational Transistions
Legacy families never stand =till.

»  Toacertain extent, family evolution is
predictable.
In the first generation, families tend to have a
patriarch and matriarch, or a couple, who have
made substantial wealth that is essertially
managed asone unit.
Members of the second generation have a
common background, but different set of
challenges from their parents; G2 is best
managed by creating a“sibling partnership?
The third generation is likely to be diverse and
managed more loosely as a “cousins consortium?

+  Evaluating atthe challenges, opportunities and
risks generation by generation to developa
coherant strategy is a key to success.
f we want things to stay the =ame, things will
have to dhange”
The family is at the center of the legacy strategy
framework.
Starting by defining the family and establishing
how its pastwill carry into the future.
How can the family's past be used to its
advantage rather than against it?

Guidance

Legacy families do not stand still. Most families will
undergo change and evolve overtime. This change is
relatively predictable and can therefore be managed.
The challenges faced by members of each generation are
shaped by a natural family evolution.

First generation success tends to begin with an individual
ora small group managing the business and wealth directly.

Inthe second generation, different facets of the family
business tend to be managed sepamtely, often by siblings.
Second generation members are usually fearful of making
mistakes and not living up totheir parents success or
expectations. They have to face challenges associated with
simplifying asset structures, finding suitable roles within

3

the company, being active ownars, sharing cwnership

and cortral with siblings, inheriting living with finandal
complexity, simplifying operational structures and
personalizing their predecessors business to be successful
forthem. Third generation members can see a vast influe

of outside influence into a family business. While siblings

tend to run second generation businesses, third gensration
companies are often run by consartiums of cousins. Third
generations car be dhallenged by living up to two generations
of family legacy, collabarating over long distances, developing
long- term visions, finding systems of family unity, balandng
nuclear and legacy families, inding meaning in privilege, and
developing multi-generational thinking.

When preparing for generational transitions, evaluating
all opportunities, risks and challenges and synthesizing a
coherent strateagy is a key to success.

GLE1201  Introducion Gerertional Transition and Succession 141



Module 13 Checklist:

Generational Transitions and Leadership Successions

Contents

Yes

I
Endrof-module Checklist | 142




“What you leave behind is not what is engraved in stone
monuments, but what is woven into the lives of others.”
- Pericles

Module 9

Philanthropy and 5ocial Engagement

Video Lessons and Summaries

PSE100M  Intreduction: Philanth ropy and Social Engagement
PSE1XXX Insights on Effective Philanthropy from ‘Give Smart’
PSE1X¥X Perspectives from Prominent Philanthropists

Melinda Gates, David Rubenstein, Carrie Avery, Pieme Omidyar, Ratan Tata, Bill Draper,
Stanley Druckenmiller, Peter and Carolyn Lynch, Josh Bekenstein, Desh Deshpande, Steve
and Jean Case.

Selected Reading

Strategy for the Wealthy Family (pages 325-348)

Examples / Templates
1.One page summary of Philanthmepic Approadh and Objectives




Module 9: Questions to be Considered

Do you have the right team and additional resources required for strategic implementation - and to
take the company to the next level??

How can you build motivation and morale in the workplace?

'1"31 Surnmery Ouestions 2
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Imtraduction: Philanthropy and Social Engagement

Koy Takeaways

One of the most important cornerstones of legacy
can k= philanthropy and social engagement
within the communities in which our families live
and work.

Philanthropy can help to give meaning to
individual lives, and helps targeted communities
and causes.

The purpose of philanthropy is to share wealth to
aeate a substantial, enduring, pasitive change in
areas that are meaningful to the family, which in
turn can help tounite the family.

Creating a philanthropic foundation or initiative
can lead to positive family stature and pramaote
good causes, altruism and respect both within
the family and the community.

Histarically, philanthropic efforts focused on
passive donations, often in a will for religion
{churches), education ischools and scholarships)
and medicine (hospitals and ressarch) in what
was called “checkbook phil anthiropy

Moww families have a world of new philanthropic
opportunities and may be less interested in
simply writing checks, but want to get their
families actively irvalved with causes meaningful
to the family.

Have dear goals and targets, calculate the
estimated retum on your investment (this may
not be monetary) and monitor results closshy.

Guidance

Philanthmopy and social engagement is a cornerstone of

family legacy. Philart hropy gives meaning to those imeolved,
has positive impact for individuals, families and bensficiaries,

and may im prove family positioning within society. The
purpose of philanthropy is to share your wealth in a way

that improves the community, reinforces family purpose and

uritas the family by supporting meaningful causes.

3

Reasons to engage in philanthropy:

= Moral and philosophical drive

- Creates sense of purpose, aspedally for future
generations

= Unites the family behind a common cause

= Positive family stature

The nature of phil anthropic initiatives is changing. Families
ria longer simply fund local schocls, hospitals, ste just by
writing a check. Many legacy families are also now interested
in projecting philarth ropy through global-scale initiatives.

Stages of philarthropy:

= Managing funds to generate income necessary for
philanthropic activities

= Selecting the type of philanthropy that is meaningful to
the family

- Selecting initiatives, hiring people or running a
foundation

Types of philanthropy may indude:

= Funding large institutions through donations

= Working with partners on selected projects
-Funding projects with partnerships
-Direct engagerment by the farmily

= Becoming truly invoheed with a particular project ar
organization

PSE1003  C5R and Sodal Engagement 113



Examples and Templates

Example 9A One-Page Summary of Philanthropic Approach and Objectives

* be 2 Fasnity
Coardinund | involvament
with famity W
business Bonaton

operating robe

Templates

Template One-Page Summary of Philanthropic Approach
and Objectives

Template 94 OnePage Philanthropy [check].docx

{3—' PSE1002 {5 and Social Engagement
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Module 9 Checklist:

Philanthropy and Social Engagement

Contents

Yes

Mo

1. Arefuture objectives and principles agreed?

2 Adequate resources available to achieve objectives?

2 Is thefoundation investment strategy in place?

Are family, advisor and foundation roles and responsibilities clear?

4
S s target impact agreed and actual performiance measured?
[

15 the link to a family business optimised?

7. Is thefull impacton family - between and within generations —un-
derstood and communi cated?

End-of-radules Checklist
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“I don't know why they call these people issues ‘the soft stuff’; they
should call them ‘the even harder stuff!”

“Relationships never end, they just take on a different form...”

Module 10

Culture, Relatienships, Individual Issues and Family Dynamics

Video Lessons and Summaries

CRINM  Introduction: Culture, Relationships and Individual lssues
CRIN201 Fostering an Entrepreneurial Spirit
CRITO03 Building Trust, Harmany and Unity
CRIT002 Conflict and Dispute Resolution

CRINXXX  Family Communication
CRIMXX Perspectives on Individual lssues: Addiction, Depression, Arudety, Grief and Other Issues

Family Legacy and Leadership (pages 9-18)

EBxamples / Templates

1. Family Cultural diagnostic Relationship heat map’with priority actions
2. Emotional readiness

- K';_'




Module 10: Questions to be Considered

How can you teach future generations to foster a sense of hard work?

How are you encouraging young family members to becorne more entrepreneurial ?

How are values put into practice?

Do you have a clear understanding of the four cardinal virtues and how to apply them within
yourself?

Have you researched the ways to be virtuous?

Have you put the time into understanding the parameters of each virtue?

What are some of the potential points of conflict in your family?

Are younger generations being monitored for potential sources of future conflict?

Is there a structured process for family members to opt out of the business?

Summmary Cuestions



Examples & Templates

Example 4.0.i: Legacy Checklist - Culture, Relationships and Individual Issues

Assess your level of satisfaction and set priorities for action Score 1-10
[10=Hi, 1=Lg]

1. Family history and identity (who we are..”)

2. Culture {multi-generational) and values joften defined by nationality, religion, residence, friends,
eco-system)

2. Relationships (within familias, between branches and generations) and personal issues
{individual)

Rights and responsibilities

0

Communication within and about the family

Conflict avoidance and dispute resolution

Leadership and succession

Education and a commaon orientation

Lol B i -

Cammon engagement despite in dividual differen cas

10. Trustinthe leadership

11. Respect for the system of family govemance

12. Approach of the current*farmily systern’

Example 10.b: Framewaork to Address *Family System®
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CRI1201

Fastering an Ertreprensurial Spirit

Key Takeaways

While challenging, fostering a cubture that
promotes an entrepreneurial business spirit
helps preserve trus family wealth
«  Creating an entrepreneurial culture should be
supported by specific activities such as:
»  Teaching children about the benefits of
entrepreneurial activity from an early age
¥ Giving people the chance to leam through
trial and error
»  Rewarding effort
+  Fostering a spirit of adventure
*  Understanding and knowing how to asses

risk
Erncourage experimentation and external
experience
«  Inculcate the notion of hard work from an early
age
Intreduction

Though not easy to establish, an effective entrepreneurial
famniby culture lays a multi-generational foundation upon
which wealth and an ongeinglegacy can be built.

Guidance

Entrepreneurship is not only im portant to creating wealth,
but itis also important to maintain family wealth as well.
Farmily mernbers who contribute to the coll ective creation
of wealthwhile also pursuing their own goals leads to a
stronger family business, Business-orented families usually
want to drive a continued spirit of entrepreneurshipin the
farnily. Us= some of the following exercizes and activities to
help build this cultture:

= Teaching children the benefits of entrepreneurship

= Creating opportunities to leam ithrough trial and some
failure)

= Rewarding effort

= Cultivating a spirit of adventure

= Being present for vour children

»  Teaching family members how to understand and
assess the decision-making process

Use examiples and shared experience to halp build an
entrepreneurial culture. Encourage experimentation and
extermal personal and career experience; broad experience
outside of the family translates to heightened confidence
and creativity if and when future genarations run the family
business.

Hard work may be the mest important ethic a person can
adapt to rmaintain famiby wealth. A combination of hard
wiork, hard skills je.g., accounting, marketing, distribution,
and technology) and soft skills (people, management,
omanisational and culture building) contribute to a family's
entreprensurial culture, continued business success and
famnily legacy.

Fisk tolerance and response is substantially d eveloped during
adaolescence, Future family business members should hawve
intellectual and structured views of risk, understanding

how to analyse and balance expected risk against potential
rewsards.

While specific skills and values are important in guiding
farnily culture, both family leaders and members should have
aview of the big picture. A family member can act as coach
and rertor, can promote sxperimentation, help to leam from
failures and be inclusive and understanding in orderto build
abroad culture of entreprensurship for current and future
generati ons,

CRIN2DT  Fostering an Entrepreneurial Spirit 4



CRIT1003

Building Trust, Harmaony and Unity

Key Takeaways

Family unity and harmaony are common
objectives listed in the family staterm ents of
wvalues, vision and purpose
*  What does it mean to you and yourfamily?
»  How doyou accomplish it?

Address both the hard and soft elements of the
strategy

Think long-term when establishing practices,
institutions, belief systems, traditions and
rituals to areate a sense of identity for the
family

Hyoid things that damage family unity and
harmany

A family's past, present and future are
important to family unity and harmory
Reinfarce your family's sense of identity and
cultivate trust and harmony to build a strong
foundation for the future

Get people invalved in the family coundl and
philanthropic efforts

Guidance

Almost every family lists unity as one of their greatest
azpirations. But how do vou create family unity and
cohesion when families are so dynamicand compelledto

Actively manage areas that may damage family unity and
harmnany:

= Avoid corflicts
= Resolve disputes quickly and effectively

Ta lay the foundation for family unity and harmony, begin with
ties from the past and present—and then dedde where youd
like to take vour family culture in the future:

The Past:

Celebrate your history, lega oy stories and landmark events.
Keep artifacts, archives and assets to connect with your past.
Creating a "Family Museum” to display and phy sically connect
with your history.

The Present:

Gather through family holidays, annual meetings or other
coordinated events whenewver pessible. Use technology to stay
in touch more regularly. Celebrate significant family events or
dates (possiblythrough a newsletter). Establish a famiby fund
for growth and improvement initiatives, such as education,
travel, etc. Capture currenit stories as historical dooumentation
and wisdom for future generations through 100 questions.

The Future:

Understand the roles that gowvemance and philanthmopy
will play. Metwark the family and choose efective family
ambassadors. Create a next generation (MextGen) group to
pass down the family philosophies of harmony and trust.

change? How dio you build a foundation of trust, respect
and common interest that will help your family get through
tough times?

Hard skills (business, legal, finance, etc.) and soft skills
{communication, human resource rmanagerment, et
both contribute to building family unity. Discuss your
strategy, activities and institutions to invahee the family
and promote unity, Addressing the soft issues—people’s
maotivation, enthusiasm, e ngagement and activities—will
help build unity and harmony as well. People tend to be
drawn together when they have mutual goals and shared
achievements. Think long term; find ways to bring young
family members into the family enterprise.

3.! CRIN002
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Conflict and Dispute Resaolution

Key Takeaways

= Clarifythe actual family and business issues

«  Comect issues within the existing governance
and family structures if possikle

«  Agree upon a process to engage external
acdvisors to resobe issues such as strategy,
values, relationships, risk appetite, profile, etc.

«  Define an approach to resolve immediats
and fundamental issues—define and assess
the range of options, including business
restructuring or complete separation and the
pros and cons of each

«  Consider "good leaver® and *bad leaver” policies

«  Establish critical corporate and family
governance processes for major family
disputes, espedally the roles of independents
and voting authorities

«  iCreate a plan to preserve family continuity
even if there is discontinuity in the business

Introduction

A structured governance systern with defined processes is
essential to resalve conflicts that cannot be avoided.

Family membsers may benefit from the freedom to opt out of
the family business—simply having the option can alleviate
tension, even if no one choosas to leave, A formal exdt system
must be in place to manage departures fram the family
business. Justas having an exit option is impaortant, nurturing
familial bonds inthose whao remain can also strengthen the
pasition of the company

Remember to:

= Avoid conflicts when and where possible

= Address critical, urgent orfundamental disputes
immediately

= Listento objective guidance from outside experts and
intermediaries as needad

= Structure assets, people and activities in a mannerthat
will allow you to keep your family together should a
dispute arise that leads to an exit from family business or
asset structures

= Offerfamily members the ability to opt out of (and back
iritc) the family business and systems of governance

Conflict between family members can tear a family business
apart. Family businesses risk falling victim to disputes if fair
resolution cannot be reached on specific issues.

Guidance

Common sources of conflict are maney, family relationships,
unmet expectations, unjustified feslings of entitlement,

legal structures that create imbalances in branch balance
and an entrenched hierarchy within the family, cultures of
judgment and criticism, individual s=if interastand persomal
family memberissues. Sources of conflict can b= identified
carly if proper systems are in place, and extemnal expertise
from counselors, advisors, and psychologists can help resolve
some of the fundamental issues.

Occasionally conflict can be avoided altogether through

a council, informal communication and man agement
systerns and cultivating family unity and harmory. Family
dynamics and individual relationships are potential sources
of conflict as well, soa deliberate family and business
structure can be designed to mitigate conflict.

3—' CRITOG?

Conflict and Disputs Resalution



CRI1102

Farnily Culture

Koy Takeaways

One of the biggest challenges and benefits

for preserving true family wealth, and in
particular fimancial wealth, is having effective
culture in the family that fosters a spirit of
entrepreneurship

Having a general approach that fasters
entrepreneurship is a very important general
aspiration but needs to be supported by specific
activities such as:

»  Teaching children about the benefits of
entreprenaurial activity from an early age
Giving people the chance to leam through
trial and error

»  Rewarding effort

#  Fostering a spirit of advwenturs

*  Understanding and knowing how to asses
risk

Encourage experimentation and external
experience

Guidance

An effective culture of entrepreneurship in the family can
be one of the most important elemeants of maintaining
family wealth but can be challenging to implemeant. Having
family members who pursue the creation of wealth and
contrbuting to the family who also pursue their own goals
will lead to a stronger family business.

Business-oriented families are keen to have the right
culture and spirit of entreprenaurship in the family.

In arder to have this culture, an approach that fosters
entreprenaurism as an aspiration must be supported by
specific activities such as

Teaching children the banefits of entreprensurship
«  Creating opportunities to leam and fail

Reward effort

Cultivating a spirit of adwenture

Being there for your children
+  Teaching them how to understand and assess

3

Howe people understand their approach to risk is oftan
developed in adolescence, and it is important for

future family business members to have intellectual

and structured views of risk and understand that there

is no reward without certain amourits of risk. Using
examples and shared experience is part of building and
ertreprensurial culture. It is also important to encourage
experimentation and external experience, as broader
experence outside the family translates to heightensd
confidence in running family business.

Ezing hard working is possibly the mest im portant quality
aperson can have when mairtaining family wealth.
Without a good work ethic and appreciation of hard

wiork for yourself and other people, youwill not b= an
entreprensurial success. A combination of hard work and
accounting, marketing, distribution, and technalogy skill s
will allow the family member to be a successhul
entrepransur.,

While it is importantto have specific skills andwvalues, itis
impartant to have a grasp on the big picture. Building the
broad culture, support system, will for experim entation,
and the ability to be loved in a family even in the eventaf a
business failure as well as the ability to foster these valuas
are hugelyvaluable to future generations.

CRINI02  Farnity Cubure:
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Examples & Templates

Example 10.C: Relationships "Heat Map”

Branch 1
James IV+ Branch 2 Branch 2 Branch 2 Branch 3 Branch 3
33% of Family Robert+* Abigal Mary Stuart+* Maria
Business 11% of 11% of 1% of 18.5% 16.5%
shares (Chmn) shares ,r"" shares shares shares (Philanthropy)
I
A James V" Carson Annabel At George Mo
(NYS) s (NY {UsA) (Wyoming) (Georgia) Chidren]
Family Bus Bus Lawyer Doctor Property | Question: what
7 happens io her
Gabriella* {L'/ Gavin | ™ Ashley” Alex David * Siheun u tha
(NYC) (Canada) {Tokyo) (San Diego) (Boston) future?
Family Bus . Entre- Farnily Caonsultant Family
G5 _< preneur Business e Business
l Anne Alison
London (NYC) —— = conflict
{Professor) Philanthropy :
e e [Substance = rivalry
Valerie abuse
Singapors issues) * = aspires to be family or
\ (artist) family business leader

Example 10.0: "Soft Issues” Action Priorities

Culture

Reduce conflict by formalizing governance

Intreduce independent third party advisors on family roles to
avoid lingering resentments

Reirforce common history, purpose, values of unity and
harmony.

Create multiple opportunities for leadership and engagement
Allocate mles to - both rotating and meritocratic

Create more opportunities for interaction to strengthen

bonds

Relationships

Waork with Gabriglla on aggressive/conflict style (extemal
counselor, family G4 mentor and other parties to conflict)
Develop communications program and roles for remote
Family Members that work via e-comms

Increase family-funded summer social programs for G&s
Moare frequent meetings with all 345 to plan Generational
Transitions

Individual Issues
Provide support to Alison to address dependency issues

%,

+ = director of business

Exnmpl=s and Ternplabes
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Example 10E.: Soft lssues

Relationship Issues can have a major impact on family
harmory and legacy: List pricrity issues and how to
address them

Approach/Who to lead effort

James Il - Cousin B of Family Council/Counsalor parsonality conflict

Balance roles in Generational Transition Program between 3 branches

Cousin X and ¥ Family Council review of sustainable Difference in philosophy distributions of wealth
{brothers) and spending habits

Fatherof A and Head of Family Council, job placemernt only one son taken into agency, Counselor business
Fatherof B

Example 10.Eii: Soft Issues: Helping family members to answer essential questions - in both a personal and family context

Who am 17

What is impartant to me?

What do | want to do?
+  What do | want to be?

What practical options do | have to pursue my chosen

path?

How can | best select between the available options?
+  How can | best follow the pathi have chosen?

-I.ép Esarnples and Tanplabes 118



Examples & Templates

Example 100F; Soft Issues Checklist

Have Pricrity Family and Individual |ssues Been Fully Addressad?

Issues/ Dpportunity

Commaon history and
purpose reinforced

Degres of sharing

agresd

Individual roles, rights
and responsibilities
clear

Critical leadership
roles and generational
transitions well
planned in advance

Branch and
generational issues

resoheed amicably

Leadership selection

and succession fair and
tramsport

avoidance and
dispute resolution
mechanism set?

Templates

Template 10.8:*Soft Issues™—Setting Priorities
Template 104_Sofe lssues Prioritiesdoce

Template 10.B: Framework to Address Family System”
Template 10B_framework to address family system.docx

Ternplate 10,2 Relationships "Heat Map®
Template 10C_Relation ships Heat Map.docx

B

Famnily Issues (for whole family) Individual Issues ( Vary by Member)
Issues/ Opportunity Addressed

Feels an important Ye
part of the family

Has a sense of
individual purpose
and life objective

Sufficient knowledge
to be a good owner
of wealth?

Understanding of
personal strengths and

weaknesses

Avoldin the ‘dark side’ Not all
of wealth

Personal® eco- system”
of advisors and Yes
influences high quality

Template 10.0:"Soft |ssues” Action Priorities
Template 100 _Soft Issues Pricrities.docx

Template 10.E: Soft lssues
Ternplate 10E_Soft Issuss [chack]dock

Template 100F; Soft Issues Chedklist
Template 10F_soft issues checklist.doc:

Exarmpl=s and Ternplabes
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Module 10 Checklist:

The Flourishing Family

Contents Yes No

1. #re the perspectives of family membsers gathered on the greater
family and their rales within it?

2. Iseach individual aware of the family history, values, vision and
importance of family harmory?

3. lsanopt-out mechanism in place?

4. Are individual aspirations, priorities and realistic expectations s=t
and feedback provided?

5. Are the‘dark side of wealth risks fully understocod and addressed?

6. Are the individual eco-systems of advisors and influencers under-
stoad?

7. Are Mext Gen educational programs defined and in place?

End-of-rmodule Thecklist

[




“An ounce of prevention is worth a pound of cure.”
- Benjamin Franklin

Module 11

Family Risk Management

Video Lessons and Summaries

IL51102 Introduction: Family Risk Management
ILS1X0XX  Managing Marital Risk and the Pre-Nuptial Agreement
FOE1002 Predator in the Ecosystem

Selected Reading

Strategy for the Wealthy Family {pages 11-220)

Examples / Templates

1. Risk Management Priorities




Module 11: Questions to be Considered

'i's.i Surnmery Ouestions 2



IL51102

Imtroduction: Family Risk Management

Koy Takeaways

Potential risks include:

+  Family risk

Finan dal risk

Fiscal risk

Irvestment risk

#  Physical risk

»  Marital isk

w  Cyberrisk
Develop an effective risk monitor to track
internal and external risks, and have a thoughtful
response to high priority risks
The sources of risk may vary, the gravity of the risk
may change and the nature of the solution may

L

=

change. Having a risk management plan helps
you stay aware to reduce or eliminate risks eary
on, and also to prepare to address them well if
necessary

Guidance

Successful long-term legacy strategies must holistically
factor the individual strategic elemernts that can all reduce ar
address risk-related issues:

Governance
Trustad leadership
«  Woealth management
Asset structuring
Business
Philanthmpy
«  Family ecosystem
Healthy culture
Sense of purpose, vision and values

Consider each risk element through the lens of both hard and
soft issues. Risk is inherent to each component of strategy.
While each family will have its own definition of risk, you
need to have an effective risk maonitor, to identify and address
issues arising both internal or external to the family.

3

Thesa are most common types of risk:

= Fiscal Risk
- Business Risk
+ Counter-party risk
»  Competitive or market risk
*  Irreconcilable debts
= Irvestment Risk
- Financial Risk
*  Related tothe busines and portfalio, which could
damage or threaten the long-term viability of the family's
legacy
« Physical Risk
*  Related tothe extemal inddents such ascrime,
kidnapping, acddents, tmvel, behavior, digital risk
and data security
- Broader Personal and Family lssues
*  Marital problems
*  Megative family ecosystem
#  Predators are some of the major causes of financial
loss
*  Risk of alienation between generations

Risks change over time. For example, after a financial crisis,
rnary families becarme rmore concerned with finandal risk than
family matters, In better economic times, family issues often
rise to the top of the pricrity list. Having an active risk monitar
wrhich regularly examines risks helps identify and prioritize
changing risk profles, sources and solutions. Priaritizing and
planning for risk management cortributes to a more stable and
enduring family legacy and helps avert potential damage cause
by unmitigated risk. Leaming to address and overcome riskis
impartant to successful family legacy strategy.

ILS1102  Farily Risk Management 120



FOE1002

Predataor in the Ecosystem

Koy Takeaways

A healthy family ecosystem is vital to enduring
business success

«  Predators in the ecosystemn can lead to disastrous
consequences through poor decision making, bad
advice and even criminal activities
Possible damaging effects of predators in the
ecosystemn can be mitigated by maintaining a
diverse set of advisors and an active set of risk
monitors,

Intreduction

Predators inthe family ecosystem are one of the greatest
risks to family wealth overtime. The wrong advisors with
poor skills, bad mativations, fundamental relationships
orindividual issues or some culmination of the above are
common sources of great family wealth loss.

Guidance

A mbust ecosystem can have a positive effect ona family,
while a predatorin the ecosystem can have a devastating
effect on stature, wealth and the future. Bad investment
dedsions, gambling, theft and other negative behaviors can
severely harm family businesses and dynamics.

Creating a high-quality ecosystem with a diverse portfolio,
formal risk management protocols and methods of
identifying predators help reduce risks presented by potential

threats and preserve legacy family status.

3.! FOE1002

Pradatar in the Ecosystemn
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Examples and Templates

Example 11.4: Risk Priorities

Ranking: 1-10

Categories

Importance

Effectiveness of
Approach

Comments

. Farnily {culture, relationships, etc.)

Marital risk

Physical risk

Cyber security

Fiscal (tax) risk

Team of advisors (eco system)

Financial (business and investment)

Family (esp Mext Gen) education and
preparation

Preparation for successor and Genera-
tional Transitions

Evample and Templabes
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Examples and Templates

Exarnple 11.B: Family Risk

Dehnition and ldentification of Risk

Our definition of risk is the possibility of cur not being able to achieve our goals: risks can be finandal, personal or family-
related and can arise as a result of factors arising Both within and surrounding the family.

Top 5 pricrity risks Plan to ad dress issues

Farnilly Laithershigi of Business Plan for transition to Chairman by James ¥ submitted to Board

Tax Exposure (aurrent and future) Review options to diversify jurisdictions and structures

Asset and Market Diversification Move 25% of assets to USA

Marital Risk Revise pre-nups and G5 trusts

Personal Health and Wellness COWID-19 plans to inchede PPE and access to testing

'I'é.i Exarnple and Terrplabes 132



Module 11 Checklist:

Family Risk Management

Contents

Yes

1. Isyour definition of risk set?

2. Haveyou completed a 360 degree analysis of risks?

3. Are high pricrity family risks identified and managed?

4. Are high pricrity financial risks identified and managed?

5. Are lessoms of the past (yours and ather families) understood and
applied?

6. Do you have processes set and adequate resounces in place to
identify and manage risk?

7. Are responsibilities for risk marniagement st and performan ce
reviewed regularly?

I
Endrof-module Checklist | 133




“The most important asset a legacy family can have in building a
successful future is a well prepared Next Generation.”

Module 12

The Family Office and Eco-System

Video Lessons and Summaries

GLS1X0X Introduction: The Family Office and Eco-System
GLS1XXX The Family Office Scorecard

GLS1X¥X The Family Office as a Master of Complexity and Manager of Risk
GLS13¢X The Family Office
GLS1XXX The Multi-Family Office

GLS1XOX The Virtual Family Office
GLS1I0N Selecting and Working with Private Banks
GLS1X00 The Satellite Family Office as a Pathway to Diversification

GLS1XXX Family Netwarking

Selected Reading

Family Legacy and Leadership (pages 47-60, 135-162)
Family Wealth Management [pages 375-402)

Examples / Templates

1. Outline program of NextGen and Family Education
2, Highevel plan for Generational Transitions




Module 12: Questions to be Considered

How well prepared - technically, emotionally and socially (as a group) - is the Next Generation?

What do they need to know to:

«  beagood owner of wealth?

+  beacontributing family member?

+  beagood manager?

+  beagood director?

+  beagood leader of a business or family?

What are each persen’s strengths and weaknesses?

Does each Mext Gen family member hawve:

« auseful psychological profit?

«  mentor!

«  review feedback on performance?

+  professional development plan?

«  sense of purpose?

« understanding of family history, culture, purpose, vision and values?

« senseof priority risks and appropriate management?

+ understanding of strategy and their role in long-term success of the family?
« clear understanding of key success features in generational transitions?

'{'31 Sumnrery Questions



FOE1001

Imtroduction: Family Office and Ecosystem

“No family is an island.

Key Takeaways

+  The modern family office began in the 19th
century as families expanded and appointed
advisers to assist with business opemtions, whaoin
turm hired th eir own employees.

+  The number of family ofhices has incareased as
more families entrust operations to professionals
hired from outside the family,

Guidance

Modem family offices began around the mid-19th century. As
leqacy families have grown, so have family offices. Multiple
living generations and non-business wealth have caussd
family businesses and family affairs to become more complex.
As a result, families hire trusted advisors to help manage
imvestrments, trusts, tax plans, education, wealth transition
and family administration.

The modern family office was bom as these trusted advisors
began hiring their own employees.

Selling the family business, or other major liquidity events,

iz often the catalyst for forming a family office. Such alange
event may require the input of numerous experts with regard
to e.g. the potential need to structure wealth, imvest in more
complex strategies, and put in place IT and other systermns that
can support the achisvemnent of the objectives of the family
office.

The family office may also assist entrepreneurs as they make
the transition from wealth creators and business owners to
wealth owners and stewards The number of family offices has
grown as legacy families become more comfortable with the
concept of having their wealth and a broad mnge of services
managed extemially.

3.! FOEI0]

xr

Irtreduction: Family Office and Ecosystern
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Examples & Templates

Example 12A.i: Family Office and Ecosystem

Step 1: Complete the chart for your own Family Enterprise

Step 2 Highlight unsatisfactory (e.g. 3) and plan to improve or replace them

..--""‘-_-_
5. BROADER FAMILY HETWORK Inflsener the
e Faniily Wisien
Hilp s Define o R = and Coreribuzinn
anwl 4, SELECTED ADVISOR R g b
Implement the = AT
Faniily Vision /] 2
L TRUSTED COMBUMNITY
e s I AOIHYE ™ e
iy 2. INHER CIRCLE

1 le.? T it

PRI [T TS
\ Igliere: Key Family
M'nin-r

Einancial
Secialmies

28| B
e
s Sorwrer

Cor e bu Iﬂ‘?ﬂ'd“

__,.,..-"" B .

i

Reh iz Provide
H"“:ﬂ ne Babura 20 el
Impleenant the iares Advice and
Family Wisl i) =i Implementation
Iy Vislon _____‘_-_-_nwmr:.-rmu_-‘_.__ '_,_,..--"""-’ WEUDWI’I
Example 1242
Members of Ecosystem Satisfaction Comment/Action
1/Low 10/High
Family Admin 10710 Meed to plan for success of NextGen
Trustees 9/10 Excellent
Larger Trust 8/10 Good
Larger Tax 710 Needs fresh look
Private Bank /10 Meed to remove info - too expensive
Banker 5/10 Performance weak, cost high, consider change to MFO
Tax Advisor Good
Security Providers 7o Need review of NXG press
Cybersecurity review needed
Family Office
Property Management 7o OK - Mo change
NextGen Ed - Need to hire
‘Soft Issues’ - Need to assess needs and potential providers

2

R
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Module 4 Checklist:

Eco-System

Contents

Yes MO

1.

Do you have a map of your current eco-systam?

2. Do you know what changes in your current eco-system could have the biggest
positive long term impact on your legacy?

3. #Are the purpose and mle of each member dear?

4. Do you review performance vs. pre-set stand ards every year?

5. Isaneffective selection and renewal process set?

6. Isthealignment of interest confirmed between family and advisors, and any mis-
alignments surfaced and addressed?

7. Are costs and benefits monitared vs. benchmark?

End-of-rmadule checklist
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Examples & Templates

Example 3.0: Head of Family Office Scorecard

Score 1-10

Critical Function (Max 10) Required Action

1. Strategy and family governance - -
*  Roles and responsibilities - 1=

®*  Documentations and operation = =
2. Wealth protection - =
L] assets structure and processes - -
3. Wealth management - o
*  assets allocation = -
*  nvestments = -
. reporting and risk managerment - -
4.  Eco-system and reporting/control - =
5.  Family business - -
6.  Philanthropy - -
7. Family services and individual support - -
Template

Template 12.A: Family Office and Ecosystem
Template 12A_Family Office and Ecosystem.doce

Template 12.B: Head of Family Office Scorecard
Template 12B_Head of Family Office Scorecard.docx

Exarriples & Ternplates 45

G



“In times of change and uncertainty, some ‘best practices’ may already
be outdated; what we need now are both the enduring best practices of
the past and the ‘next practices’ that will work best in the future.”

Module 13

Next-Gen and Family Education

Video Lessons and Summaries
GLSXOXX  Introduction: Next Gen and Family Education

HYW 13X Legacy Strategy for the Future: Multi-generational and Multi-dimensicnal Framework

GLS1XXX Family Learning: Different Lessons at Different Ages

GLS1XXX Example of a Family Leaming Programme
GLS1XXX Emotional Readiness

GLS1XXX Core Knowledge Requirements

Selected Reading

Family Legacy and Leadership [pages 135-162)
Family Wealth Management (pages 375-402)




Module 13: Questions to be Considered
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Introduction: MextGen and Family Education

Key Takeaways

Oweners who take responsibility for their cwn
education are better able to sustain wealth.

»  Educational joumieys occur at varying
developmental stages and in a variety of ways.
Respect for individual readiness, learning styles and
unique nesds will help ensure success forlegacy
family learning.

When developing an educational strategy forthe
next generation, incorporate important lessons
such as rights, resporisibilities, family vision and
values and the risks and limitations of wealth.

Introduction

Wealthy families should understand the importance of
educating and engaging the next generation NextGen) in
order to preserve wealth and carry on the family legacy
across future generations. Educating and engaging the
MextGen presents unique challenges, espedally as the
generation gap widens and new risks emerge.

Central tothe theme of MextSen education is the subject
of responsible cwnership and family dynamics (both
individual and as a unit). Learning about the responsibilities
of family business ownership is an ongoing process, nota
series of singular events. Meeting owners once or twice per
year without a regular schedule, coherent vision, learming
goals or clear outcomes is not sufficient. Educational
opportunities need to be consciously threaded throughout
family activities and the family office asa persistent,
curnulative learming process. Creating an educational
strategy must be a partnership between owners [cumrent
leaders who define vision and values), the NextGen
leaders, MextGen members and advisors. Education is

the responsibility of all family stakeholders, not just the
principles.

Guidance

Families around the word are discovering that engaging
the next generation is challenging. Because of widespread,
accessible technology and inexpensive travel, future
generations are more likely to be globally dispersed.

3

Creating deep familial bonds in a fragmented warld of
expermentation and cultures that do not honor family
tradition is difficult. What can be done to bring people

togethar?

To engage the next generation, promate participation and
entrench family values, these steps can help:

= PReinforce a sanse of identity and affiliation
= History and culture

Shared activities

Education jtogethar)

Digital community

Communications

Rales in governance

Genearational transition programs

R I T

w

= Enhance individual benefit and life/career opportunities
Family support imentaring)

Assessment and reviews

Education and development

Intermnships and extemships

Career advice and placement

FO services and resources

Economicand brand benefits

Philarthropy

R I T

R I T

- Demonstrate attractive leadership
®  Style
Substance (addmessing evolving generational issues)
Eligikility and exposure
Inclusivenass
Trust (number one issue)
Humor and fun in the family

R I T

= Awoid alienation and reduce conflict
= Linderstand NextGen perspectives and dynamics
= Identify pricrity risks
»  Address individual, relationship and key cultural issues
»  Manage soft issues
= Do not pander, but avoid issues where possible

Following these four guidelines will encourmge younger
generations to join the family cubture and continue its legacy.

WEG 1062 MextZan Educybion and Engagement 3



IL51005

Legacy Strategy for the Future: Multi-Generational and Multi-Dime nsional

Mext Gen Education: Understanding legacy strategy

Koy Takeaways

Hiops is not a strategy
Family legacy strategy imvolves thinking
forward acress multiple ganerations

«  Family legacy strategyis long term and
comprehensive
Poor strategy or a lack of strategy is the main
reason that families and family businesses fail

Introduction

Creating a family legacy requires thinking across multipls
generations and is very different from strategies for
business and irvestrents. The family and family business
failure can be avoided through strategic planning. Creating
a legacy strateqy is a three-phase process: 3 diagnostic
phiase, a design phase and an implementation phase.

The business, family wealth management and legacy
stratagies cutlined in the following madulas will provide
wealthy families with the tools and skills necessary to
aeate a legacy strategy and preserve their family wealth.

Guidance

Strate gy for wealthy families is very different from
strategies for business:
Farmnilies are multi-generational
They are complex and multi-dim ensional
Leadership of a family business requires diverse skill
sets, such as understanding hard and soft elemants of
the business

Effective legacy strategy:
«  Sets along-term vision which is aspirational
Takes a three-generation view
Uses a halistic and integrated approach
Adapts to changing circumstances
= s creative
Utilizes a unique approach based on family culture
Has a clear vision

Legacy Strategy Challenges:

= Understanding the family (history, current state, goals,
size, definition, family culture)

= Shaping the future with family purpose, vision, values
and guiding principles, as well as family govemance and
leadership

= Managing wealth and assets creatively and effectively,
deploying cwnership strategiss, govemnance and
management

= Undertaking strategic transactions outside of the pure
family business to build future businesses

Strategy is essential to maintain a stable future. We all hope
fora prospercus future, but hope is not a strateagy; planning
and actions are required. Family legacy strategies operate on
amuch langer time scale and are more complex than other
business strategies. Long term family wealth strategies require
cooperation from and mastery of many disdplines across the

farnily.
Reasons family businesses fail:

= Unprepared next generation leaders

= Poorsuccession planning

= Lackofgood advisars

= Family conflict

- Differentvisions between generations

- Governancechallenges

= Exclusion of family members outside the business

= Mot using the family as an advantage in business

= Mot respecting the fundamental prind ples of strategic
planning for business

An effective family legacy strategy can prevent many of these
Issues. Successful family businesses aeate legacy strategies that
address bath the family business as a whale and the individual
needs of family members. Younger generations are able to inherit
the momertum and best practices of older genemtions. Curating
family, personal and aultural relationships across generations can
be dublbed “soft work? but can be considered more diff cult than
the technical aspects of running a business. Balance hard and soft
skills across disciplines for an effective family legacy and business
strategy.
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Examples & Templates

Example 13.A4: MextGen Educational Pricrities

Template

Template 12.A: MextGen Educational Priorities

Template 134_MextGen Ed Priorities.doc:

Emaotional Readiness Checklist

Ecamples & Templates
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Examples and Templates

Example 14.A4: Transition of Ownership and Leadership

Description of assets to be transferred (business,
financial, philarthropic, non-financial assets - e.g.
property, tradition s, community roles, etc)

Principles and approach {inc asset structures) to future
asset stewardship and requirements for success fhard
and soft skills), consistent with family purpose, values,
governance and culture

«  Assessment of Mext Generation skills and capabilities
-individually and as a group - to handle cwnership
responsibilities: both ‘hard” and ‘soft” factors considerad,
with gap analysis to define educational programs

Design Thres Phase plan for generational transition

»  planning and assessment (plans for each element
of the legacy framewark)

»  preparation and phasing into future roles imaking
adjustments as required)

»  operation with mentoring anly

= annual performance and development milestones
in place throughout jwith checkpoints and an
annual review of each family member)
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Examples and Templates

Examples

Example 14.B: Plan for Key Roles

Phasel: When the senior generation is still fully
engaged in leadership

1. Establish an ad hoc GT Committes reporting to the
Farnily Council

2. Develop a long term GT plan and development goals
for MG membsers

3. Design a program of rotation in key roles for NxG
members

4. Review and reinforce family gowernance and advisory
board

5 Create and empower NxG Committes to assess team
and individual issues (profiles and individual SWOT)
and make recommendations; begin to work together
asa leadership team

Phasell: When the patriarch is no longer fully active
but still available asa mentor and guide

1. Transition NxG into new mles with branch balance
and meritocratic selection as appropriate

2. Senior generation to step badk and take on new
initiatives

3. Review of progress one year after all transitions
complete by third party

4. Make adjustments as necassary

Phase lll: When the senior generation is no longer
engaged in any way

Example 14.C: Generational Transfer

1. Create a Steering Committee and set responsibilities
for Generational Transition, with an important role for
all Next Gen member

2. Identify and address existing gaps in business,
family and philanthropi c governance, polides and
organization - and a plan toaddress them

3. List pricrity areas of knowledge and experience
needed forthe future for eadh element of the legacy
framework

4. Assess individual and team knowledge and capability

to learn vs nesds

Define needed educational pregram for individuals and

Ll

the group - involving current generation of leaders as
well jcompare 3 vs 4)

3

Allecate resources for sach companant - internal
and external - and Identify time and costimplications
for both ‘hard’ jaccounting, inance, strategy, IT,
governance, etc) and soft’ (tearmwork, communication,
leadearship, trust-building, ete) skill s

«  Set out objectives, milestones and timetable forthe
Gl plan

Template

Template 14.A: Transition of Cwnership and Leadership

Template 144 Transition of Ownership and Leadership [chedk].

dox

Template 14.B: Plan for Key Roles
Template 14B_Plan for Key Roles [chedd].doox

Temnplate 14.C: Generational Transfer
Template 14C_Generational Transfer [check].doo:
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Contents
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Module 14

Executive Summary and Full Document Architecture

Video Lessons and Summaries

Executive Summary
Full Document Architechure

Selected Reading

Insert Book and Chapter, e.g. SWF-Chapter 1 [note: we will need to have the
source file to copy the passage inte the CourseBook)]




Example and Templates

Example 16.4; ILS Executive Summary

INTEGRATED LEGACY STRATEGY
EXECLITIVE SUIMMARY
DO 15

|. Executive Summary

In the midst of an unprecedented global health and
economic arisis, and the uncertainties it brings, the
Cuscaden Family faces a numbser of unprecedented family
and business dhallenges. As a result, both our immediate
tactics and long term strategies need to be reconsidered,
and changes made, to manage the risks, and take advantage
of the opportunities, in front afus.

A Testing Time: Family leaders, capabilities and values are
tested, and great families are forged in times of crisis and
achversity. The strategies that we develop, and the actions
we take, will have a profound influence an the future we
create, and the family legades we leave. If we respond well,
we can navigate successfully through these turbulent times
and also take advantage of the opportunities to reinfarce
and build on our family foundations, strengthening our
family and emerging even stronger to face the inevitable
crises of the future,

Our approach to the present and future challenges will
need to be consdous of the fact that some best practices’
from the past will need to be supplemented by a set of
news next practices which are better adapted to allow
your familys wealth and legacy to survive and prosperin
the future. Rising to the short and lang term challenges of
this phase will also be as mudch about addressing the‘saft’
people issues such as leadership, unity and motivation

as well as the *hard issues such aswealth structuring,
investment, business strate gy and philanthropic impact.

Hements of Strategy: In order to be as effective as possible,
we will need to address a number of interd epend ent
elements of strategy on a coordinated basis. Thess areas
are as follows, with a short surnmary of our priority actions
in =ach ar=a below:

. Purpose, Vision and Values

The new Cuscaden Family Statement of Purpose and
Walues can provide a relevant guide to our actions:

3

1. Tocreate a business and manage our wealth ina
responsible and sustainable manner in orderto secure
the health, education and Ainancial welfare of members
of the Cuscaden family indefinitely, and al so to use our
wealth to improve the quality of life for those in need of

support

2. Tomake a valuable contribution in selected areas
of philanthropy, sustainable investrmentand
ervironmentally-focused “clean”technology

3. Tobe a united and harmonious family - across multiple
generations and at all times - whose members, traditions
and values are worthy of respect

Revising our Vision: Due to the constraints of starting new
businesses in the current climate, coupled with increased
geopolitical risks, we are deferring, and possibly canceling, our
emerging markets I initiatives India and China. This will revise
ourvision which included the development of a scale set of
activities, and an increasing international presence, by 2025,

Living our ¥alues: In addition to aligning with this aspirational
statement, the principles we demonstrate at this time

in our dedsions and actions must be consistent with the

four primary Cuscaden familyvalues - Integrity, Unity,
Responsibility and Generosity.

In the aurrent ervironment we are putting these values into
action by reinfordng unity thmugh inaeased communication,
and open sessions with all G2s and G35, genercsity by
increasing our philanthropic spending by 509 to fund lacal
food banks for unemployed individuals and their families,
responsibility by retaining as many ermployees inour
businesses as we can, and integrity by taking tough dedsions
to honor our commitments - orwork together to find new
agreed winfwin solutions - even if itis not always easy to do.

2. Leadership and Govemance

We have taken a major step forward in formalizing our
governance and broadening the number of leadership
roles in the family. Drafting and ratifying our first Family
Constitution.
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we have created an approach which is balanced, fair and
transparert, and operates in line with the achievermert

of our broader purpose and ourfour principal values. In
creating roles which are a balance of both meritoaatic
positions (ensuring the best personis in place for the job)
and rotating between brandhes and generations {ensuring
balance and stability within the family), the appreach
taken will provide a structured approach which, we hope,
can operate successfully for many years mo matter whao is
taking up the available positions.

Given the number of times that leadership appears as
either a weakriess or as an opportunity for improvament

in interviews during the early stages of the legacy planning
exercise, ad dressing this issue is a high pricrity task

Itis essential now to redefine the roles and responsibilities
of the leadership and advisory team, even in advance of
an FOufuture CEO coming on board. There is now a nead
to put the right people into the right jobs with the right
objectives, leadership, supervision and compensatian.

3, Wealth Structuring and Protection

In addition to continuing the longer term initiatives cver
the past three years with regard to the diversification of
trust jurisdicti ons and increased use of our own Private
Trust Companies, we need to add a review of the possible
wvalue of a long terrm HEW Trust for the future members of
the family whose parenits have lost a substantial portion
of their wealth. The level of distributions of trust income
and capital to family and philanthropic beneficiaries also
needs to be examined in an ervironment with diminished
dividends and low interest rates.

A review of the trust system and its operations, resulting

in the drafting and agreement of a new Letter of Wishes,
more frequent meetings with trustee and advisors on a
group basis with younger family members, the outline of a
system of PTCs and diversificati on of trust jurisdictions and
trustee arrangements

In addition, as a result of inreased long term tax risk

in our hame country, a review of domidle issues, on and
off-shore living options or Family Mernbers and roles and
responsibilities related thereto should be addressed. We
arealso strengthening the role of our offshiore functions
through the establishment of a high quality Investment
Committes, which also constitutes the board of the Swiss
entity, to review proposals and make formal investment
recommendations to the trustee for decision-making.

3

4. Wealth Managemerit

AWealth Review initiative undertaken by Charles Cuscaden
and the FOteam led to a change in portfolio reporting to show
total family wealth from different perspectives, both with and
without the family businesses, overall asset allocation and
concentration risk ratios, individual manager performance,
cash on hand and currency exposures

While confirming our lifestyle- egacy approach to investing, the
aurrenit situation demands a review of the split of assets between
the two, the risk profile and expected retum in each asset dass
and industrial sector, and the needtotake a more active role

in balancing portfolio risk - concentration risk, curmency risk,
counter-party risk and tail risk - based on the lessons learned over
this past year and from the GFC as well.

Imvestment Policy Staternent: The drafting of our first IPS led
to a top-down and bottom-up review and rethink of the asset
allocation model (emphasizing income generation aswell as
capital growth), the nature of the investments chosen, the

role of the investment manager and possible appointment of
anew investment advisor with a broader and more forwand
looking approach, eradication of some unhelpful patterns (2g.
imvesting with friends and doubling down on unsuccessful
irvestrments) and the institutionalization of a more expert and
discplined approach taken to the selection of managers in our
financial ‘eco-system’ and related tactics and execution in each
asset class.

Cast reduction and portfolio efficiency: We have reduced
ourmanager and banking charges by 20% over this past year
through a greater amount of atterition being irvested in
redesigning reparting forms, and analyzing and renegatiating
partfolio costs and returns.

Sustainable and Impact Investing: We will be investigating the
possibilities to reallocate a visible portion of our liquid wealth
to this sector, headed by a joint team of G2 and G3 Family
Mermnbers.

5. Family Business Ownership and Strategy

The economic impact of the COVID-19 pandemicled to a
tharough review of the way we were doing business: incaeased
importance of cash collection, reduction in HD and operating
cost reduction, and restructuring financial arangements

with the banks were all part of the new focus in the markets.
Dedsions were taken to defer some growth initiatives in the
emerging markets and limit credit lines, even to established
clients.
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CSR: We did not step back from our CSR policies, but

have refocused on thoss areas wheme there is greater
tangible cormmercial benefit, 2.9, ‘green enengy’and organic
products in our agriculture businesses.

Innovation and Entreprenaurship: Within the family and
our businesses we have restructured our’'I&E program

to foaus on innovative ways to protect and improve
operations in existing operations, including the application
of new technologies. The Family Entrepreneurial Fund
remains available to younger Family Members who see
business creation opportunities despite (or maybe because
of) the challenges of the crisis.

&, Philanthropy and Social Engagermeant

W have inaeased our financial commitrments to
philanthropic activities, and added a new branch of activity,
providing ICU equipment to local hospitals and working
with partners to feed unemployed individuals and their
families in our home city.

Imrmediate action pricrities: To review the long term
consequences and family needs in our home city as a result
of the pand emic and lead an effort toassemble a group of
leading families, companies and public bodies to identify
priority needs, and then design and roll out both short and
long term action plans to fill these needs

7. Family Culture, Relationships and Individual lssues:

Farnily relations have been generally harmonious for

marny years, but the bonds between younger generation
members appears to be dedining as people move abroad
and follow different life paths in different places. A aoss-
generational social pregram was put in place and an
improved approach to communications was set up by Anna
Cuscaden under the direction of the Family Coundl.

5. Family Risk and Crisis Management

A5 a result of the crisis, we are moving into an era of
enormous tax revenue shortfalls and a likely targeting

of re= non-doms and rich list UHNWIs by the new Inland
Revenue Spedal Unit. Im this ervironrment, nothing but
100% solutions regarding offshore structures, reporting
lines, processes and policy-setting ame likely to hald up in
the caming years. Action consistent with this observation
could include bolstaring of resource in Geneva, protection
of the integrity of the trustee’s role, simplification where

3

passible, and a strict separation of on and offshore employess,
reparting lines, advisors, meetings, archives, activities and
structures,

4. Family Office and Ecosystem [Rawji]

Faollowing a full review and wholesale change of the family
services area, culminating in a comprehensive security review
and overhaul of premise security, staffing and reference
procedures, selection and management of security guards,
hiring of a professional head of family services Rose
Haywood) and significant increass in interaction between
family members and the new head of family services.

The creation of a Geneva office with seven key functions:

Supporting function for trust administration

«  Supporting the operations of Investment Committes
Building up a bread network of family offices and co-
imvestrment deal sources
Searching for and evaluating investment managers

«  Searching for and evaluating direct equity opportunities
Coordination of banking relationships
Optimal management and developmentof the family

property portfolic

It will be a high priority to determine the future shape of the
organization, define roles at all levels, fillin gaps in resource
levels, reduce costs and address weaknesses in operation and
execution.

10. Generational Transitions and Leadership Succession

Althaugh not due for more than 5 years, James IV (4 years

from now) and Anne (5 years) will be stepping down from all of
their leadership roles. Effectively, this means that each major
rale in the Family Erterprise will need ta be filled: Chairman

of the Businesses, Chairman of the Foundation, Chairman and
Vice Chairman of the Family Coundl, representative on the
national President’s Business Board, Trustee of the Church
Body of Elders, Chairman of the Family Office Owersight Board
and Imvestment Committee.

Although the process forfilling thess roles is now established
inthe Family Constitution, a full scale effort needs to begin
today with the Nominating Committee to identify potential
candidates for these roles, assess individual and team
capabilities, review different approaches to filling the roles and
offer opportunities for future leaders to step into related roles
such as director of small businesses, Vice Chaiman of the
Family Council, etc
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Prograss to increase engagement of all NextGen members A special mle will be created in the Family Office, reparting ta
in selected meetings and dedsions, the initiation of Alexs the Chair of the Family Council, to ensure that programs are
surnmer imternship at Cuscaden Steel, the design and available and funding in place for this education to be assursd.
implementation of a major remedial educational program

toaddress knowledge gaps have been necessary, but not

sufficient, progress in preparing the family and selected Creersight and Implemertation Planning

individuals for their roles in the future. In addition to these individual elements, the Family Council

shall establish a Family Strategy and Development Committes,
made up of members from all active generations and branches
of the family, to oversee progress in each of the areas abowve.

Addressing other succession issues will include hiring a
replacement firm for legal advice iJohn and Samantha),
identifying a successorto the lead trustee, and identifying
and beginning the search for a successorto ND as the

The Annual Family Implementation MasterPlan will be
Gereva FO/future CEQL

reviewed quarterly by this Committee and progress reported
tao the Family Council at their regular mestings. The first such

Emotional Readiness: In both Generational Transition pln is #ttuched as Appendb: A +a this document.

and Leadership Succession considerations, the rale of
‘Ernotional Readiness'needs to be considered along with
technical expertise and experience in the job. A Myers- Template:
Briggs st is and work with h and famil
Highs stylelsnalpsls an. e Pt Sl Template 16a_ILS Executive Summary.doc:
inon-parent) mentor will be avaluable part of all future S S

preparations.

Irvarting the pyramid at the time of transition: One
proposed approach for the succession of finandal
leadership into the newxt generationwould be to irert

the pyramid’ meaning that the team of advisors who
aurrently report to Jamess leadership (at the apex of the
pyramid) would themselves become leaders of the process,
explaining policies amd felding ideas fram family mermbsers
bt retaining ultimate dedsion-making authority. Family
Members would thus

The details of this appreach have yet to be worked out ar
accepted by the trustee and relevant family members

11. MextGen and Family Education

Eachi Farnily Member will need a basic education in business
and financial matters, along with exposure to family
governance and family soft‘issues in order to play their
roles as good owners of wealth and contributing members

of the family.

From the age of 25 onward, family members will be strongly
encouraged to have completed a participation in some form
of formal external training to ensure that these basic skills
are in place. No position in any family body will b= open to
individuals until he or she has completed this training.
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