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Are Family Meetings Key to Multigenerational

Wealth and Unity?

Nine out of every ten high-net-worth families have failed

to maintain their wealth and family unity for more than two
generations. Family unity and prosperity typically do not
survive through three generations because heirs are usually
not prepared to receive both their financial and their emotional
inheritances. In a study that spanned multiple decades and
examined the specific causes of these failures, over 3,250
families who had lost their wealth were asked why

it happened:

= 60% cited lack of communication and trust in the family
= 25% attributed it to unprepared heirs

= Less than 3% blamed poor planning and investments for
their family’s loss of wealth

If 90% of families have lost their wealth by the third
generation, how do the other 10% buck the trend?
Successful multi-generational wealth transfer requires a
united family. United families intentionally nurture their
common bonds by communicating their family history,
reinforcing the family experience and devising a system of
family governance. One of the key ways families that are
successful in the areas of family unity and multi-generational
wealth transfer perpetuate their success is by holding
regular Family meetings.

Who are family meetings for?

Frequently, we are asked by clients about the concept and
purpose of Family meetings. Many high-net-worth clients
have heard about family meetings from reading articles or
from other families of wealth. Although some clients have a
faint understanding about family meetings, their knowledge is
often incomplete. Aren’t family meetings only for Rockefeller,
or Buffett, or Bezos type of wealth? On the contrary, such
meetings are one of the most effective strategies that any
family can use to preserve and perpetuate a family’s values,
lore and a healthy legacy. Every family that succeeds in
transferring its assets and unity over multiple generations
makes some use of family meetings.
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What do we do at the meeting?

The 3 main purposes of family meetings are:
1. To encourage effective communication

2. To educate heirs about financial literacy and family
leadership roles

3. To provide a forum to make collective decisions.

Well-run, regular family meetings provide an intentional
platform for sharing news, concerns, opportunities and
challenges openly and mindfully. family meetings are a
golden opportunity for training and educating younger family
members in the fundamentals of family finances and in
family traditions. Additionally, the interplay of generations is
an ideal interactive way to model, mentor and develop family
leadership. Moreover, it’s not just the junior generations who
are being prepped. The senior generation learns through family
meetings how to guide the next generation, rather than ruling
over them as is the case in a typically hierarchical parent-
child dynamic. And for those families that are transitioning

a business within the bloodline, parents learn to let go of a
business or company that has been a defining part of their
identity for the majority of their adult lives.

As time passes and families grow, family meetings become
even more essential if families are to overcome the erosive
tendency toward familial and financial dissolution.

Family meetings give members opportunities to deliberate
about and make shared decisions in a truly collaborative
manner. One outcome to strive for with family meetings is
to help prevent dissolution and develop, implement and
maintain a family governance system, which is a framework
for enforcing the family’s legacy plan.

What is family governance?

family governance is a disciplined process that uses open
communication, and leverages the family’s human and
intellectual capital, to recognize family dynamics, to manage
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competing interests within the family, and to allow the

family unit to gain a sense of collective vision and direction
toward the shared mission it develops for itself. Ratifying the
governance system should be accomplished via “voluntary
buy-in from family members with the understanding that

their input has been considered, noted and valued, even if it
has not been directly implemented in the decisions at hand.”
Successfully creating an effective governance system is reliant
upon voluntary acceptance and participation, not submission.
If established upon that platform, and executed correctly and
consistently, the family governance structure will be the most
effective tool for the family to address the important matters.
As a family grows and becomes more diverse and numerous, it
may be impractical to make informal decisions. A governance
structure helps to handle issues a family may want to avoid
and promotes professionalism and candor amongst family
members. It is extremely important during a crisis and can

be a safe forum for airing and resolving disputes. A family
governance structure can handle issues such as:

= Planning family succession or family business succession

Setting limits of control on family authority

Establishing operating agreements for partnerships

Identifying and selecting board members or trustees

Determining the family’s legacy goals

Addressing philanthropic and family foundation issues
= Managing current and future liabilities

Assessing and increasing the skill sets of the family

Controlling changes to investments policies

Exerting authority and control over changes to limitations on
selling family business and non-business assets

Family governance structures typically involve a process or
means of handling decision-making and conflicts. There are a
variety of tools that families use, but almost all start with the
creation of a family mission statement.

The agreement among all members as to the purpose of the
family or what binds them all together will be the underlying
reasoning to fall back on when embarking on any venture,
decision or resolving a difference. Some examples of family
governance structures include:
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1. Board of Directors — The board of directors represents the
physical body of the company and has direct responsibility
and fiduciary duties to the company. The board accepts
the responsibility to enhance shareholder value and to
represent and protect the interests of the shareholders.

2. Board of Advisors — An advisory board is an outside group
that is informally organized to provide owners with support,
advice and assistance. It complements and augments
senior management. There is no legal responsibility.

w

. Family Business Council — As opposed to the company
board of directors, the family business council provides a
forum to discuss and resolve issues that are internal to the
family, yet critical to the success of the family business.
The council shares many of the concerns of the company’s
board of directors and can provide perspective on how
company board decisions affect the family.

Investing in the process of establishing solid family
governance allows the family to achieve long-term success

in perpetuating its evolving story and its wealth-creation
mentality. The families that successfully transfer wealth are
those that proactively identify the individual strengths of
family members and then use their financial capital to develop
and leverage their human and intellectual capital. The return
on investing in such capital is two-fold: individuals begin to
contribute value to the family’s wealth, rather than simply
extracting it; and family members learn to live independently
from the family because they now possess the intellectual
resources to achieve specific goals. An effective family
governance system will discourage a sense of entitlement to,
and consumption of, the family’s wealth. Instead, it puts family
members in the seat to act as creators of wealth where they
can have a unified philosophy with, while living independently
from, the family. By instilling the wealth-creator mentality in
subsequent generations, the family unit is better equipped to
pass along its assets and values, collectively, and to expand
its attention beyond the mere maintenance (and eventual
dissipation) of its financial capital.

Where should we meet?

There is no bad time to invest in family meetings designed to
enhance the financial success and unity of your family, as well
as the personal growth of each of its members.
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These are special aspirations that make family meetings
extraordinary events, so they should occur in special places.
Often, families look back at specific meetings as turning
points in their development and attach particular meaning to
where they occurred. Frequently, these gatherings become
part of the family’s collective memory and traditions. Bringing
family members together at a resort, a rented home or other
private venue that can minimize distractions costs money
but is well spent. Using the family’s financial resources for a
meeting sends a strong message to the family; it says, “We
are here to grow individually, while also growing together”
and it demonstrates the family’s commitment to building and
advancing its governance, memories and leadership. Astute
families recognize that a family meeting is not only about
the agenda and productivity. It is also about the process,

the people, the place of the meeting and the memories that
are created.

What is the role of professional
meeting moderators?

While the details of attendees, agendas and locations of

the family meetings are important, the crucial requirement
for a well-run family meeting is effective management of

the process, by experienced moderators, who are able to
orchestrate the combination of education, guidance, conflict
management and productivity that generates from a family
meeting. As such, professional facilitators can help the family
set the right tone— and stay on the path toward positive and
intended outcomes.These trusted advisors can help certain
family members find their voices, agree upon and follow
ground rules and can make the difference between a well-run
process and an open Pandora’s Box.

Experienced trusted advisors may help mitigate these dangers
in several ways, by:

= |dentifying reasonable expectations and outcomes

= Surfacing and preparing to defuse challenges or
unresolved conflicts

= Creating a set of ground rules for communication
and pace of the meetings

= Managing complex and difficult family discussions
that arise at or around the meeting
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Has your family established this discipline?

A family meeting is an effective method for a family of wealth
1o express its love, unique character and mission while also
establishing a disciplined process that will be a fundamental
means of preserving the family assets and family values for
successive generations. Family meetings can help families in
any stage of development. They can be especially valuable
during significant transitions, which may include the sale of a
business, a leadership succession or the death or disability
of key family members. Families who have already
established the discipline of meeting as regular practice
have a huge advantage when such emotional challenges
present themselves.

Family meetings are a great place to learn and a great
occasion for family members to teach and mentor each other,
and family members appreciate seeing each other shine this
way. It is also important for families to remember to revisit
certain topics regularly as laws, strategies and people in the
family, change. A continuous cycle of education is a great
tradition for a family, and if completed on a rotating basis,
allows some members to learn, some to teach and others to
review familiar material with a new perspective.

Because we specialize in all matters that touch and concern
wealth, we assist families with both the technical, and softer,
issues that accompany managing and transferring family
wealth. We want to be your resource for doing this well, using
proven methods that have helped families who have been
successful in the patterns of communication that lead to
transfer of the assets and values associated with wealth.

We can help set up, implement and monitor the processes
hat are key to effective family meetings and family governance
so that the baton of success is intentionally passed, when
expected, instead of being suddenly dropped (usually with
disastrous results).
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To learn more, contact your First Citizens partner or visit firstcitizens.com/wealth.
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This material is for informational purposes only and is not intended to be an offer, specific investment strategy, recommendation, or solicitation to purchase or sell any security or insurance
product, and should not be construed as legal, tax or accounting advice. Please consult with your legal or tax advisor regarding the particular facts and circumstances of your situation prior to
making any financial decision. While we believe that the information presented is from reliable sources, we do not represent, warrant, or guarantee that it is accurate or complete.

Your investments in securities and insurance products and services are not insured by the FDIC or any other federal government agency and may lose value. They are not
deposits or other obligations of, or guaranteed by any bank or bank affiliate and are subject to investment risks, including possible loss of the principal amounts invested.

About the Entities, Brands and Services Offered

First Citizens Wealth™ (FCW) is a marketing brand of First Citizens BancShares, Inc., a bank holding company. The following affiliates of First Citizens BancShares are the entities through which
FCW products are offered. Brokerage products and services are offered through First Citizens Investor Services, Inc. ("FCIS”) , a registered broker-dealer, Member FINRA and SIPC. Advisory
services are offered through FCIS, First Citizens Asset Management, Inc. and SVB Wealth LLC, all SEC registered investment advisers. Certain brokerage and advisory products and services
may not be available from all Investment Professionals, in all jurisdictions, or to all investors. Insurance products and services are offered through FCIS, a licensed insurance agency. Banking,
lending, trust products and services, and certain insurance products and services are offered by First-Citizens Bank & Trust Company, Member FDIC, and an Equal Housing Lender and SVB, a
division of First-Citizens Bank & Trust Company.

All'loans provided by First-Citizens Bank & Trust Company and Silicon Valley Bank are subject to underwriting, credit, and collateral approval. Financing availability may vary by state. Restrictions
may apply. All information contained herein is for informational purposes only and no guarantee is expressed or implied. Rates, terms, programs, and underwriting policies are subject to change
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without notice. This is not a commitment to lend. Terms and conditions apply. NMLSR ID 503941 fsi¢ &

For more information about FCIS, FCAM or SVBW and its Investment Professionals click here:

https://www.firstcitizens.com/wealth/disclosures

https://www.svh.com/private-bank/disclosures/form-adv/

©?2024 First-Citizens Bank & Trust Company. All rights reserved. Silicon Valley Bank, a division of First-Citizens Bank & Trust Company. Member FDIC., First Citizens Wealth is a trademark of First
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