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Il. Should | have a
family office?

As the concept of the family office has gained currency, individuals
considering how best to manage their wealth have been asking with
increasing frequency, “Should we have one?”.

It is an important question to ask before committing time, energy and
resources to the establishment of what may prove to be something
that doesn’t meet the family’s needs.

Recognising the symptoms
International accounting firm Armanino has five simple statements

against which to assess whether it might be time to consider a
family office:”

1. Too many go-to advisers: You receive countless emails, phone
calls and communications from your trusted legal, financial and
investment advisers. You're starting to become overwhelmed.

2. Financial chaos: You have numerous bills, file folders, stacks
of paper, jammed office drawers and multiple household
employees. It’s becoming a real struggle to keep track of
everything. You need help with your tax payments and filings,
insurance renewals and coverage assessments, capital calls
and commitments and collectibles management.
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3. Professional vs personal: You trust your employees and you
allow them to help manage portions of your personal life, giving
them access to your finances and personal net worth, but
haven’t done anything to protect yourself against unauthorised
use of this access.

4. Trustworthy decisions: You have a number of trusts created
to protect your wealth, but you’re unsure if your trustees are
aware of the responsibilities and requirements needed to fulfil
their fiduciary duties.

5. Family education: As your family matures, you want your spouse
and the next generation to become actively involved in learning
how you manage your wealth, but you’re not sure where to begin.

If you recognise any of these ‘symptoms’ you may want to assess
the benefit of a family office as the cure.

1. Structure

Before embarking on an exercise to see whether it is worth setting

up a family office, we need to understand what a family office is or,
equally important, what it is not. It does not have a defined legal
structure, legal identity or specific traits or characteristics that provide
some extraordinary benefits or unique opportunities.

Unlike a corporate entity, which offers limited liability and asset
protection for shareholders, or a family trust, which provides trustees
with a defined set of rules — in a trust deed - to detail how they should
deal with property on behalf of beneficiaries, the family office does
not have a prescribed form.

Instead, the structure of the family office is for the family themselves
to define, based on what they want their wealth to be used for.

2. Key questions
It is helpful to start by asking a few key questions.

2.1 What does being wealthy mean to me and my family?

For many wealthy families there is a clear understanding of what
constitutes their wealth — a particular commercial property, for
example, is owned by XYZ Limited, the family’s investment vehicle.

What may be less well defined or understood is why. To what end
do we possess wealth? Being quite clear as to what being wealthy
offers to you and your family helps to define how you might think
about the management of your wealth, and the possible role of a
family office.
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If you see the purpose of wealth as being its preservation for the
benefit of your children, their children and future generations, the
mechanism you need to put in place to help realise this ambition will
be key.

2.2 What aspirations do | have for my children?

We all want the best for our children regardless of financial resources
available to the family. However, it is reasonable to be concerned as to
the impact upon them of having access to money and wealth.

How you see that wealth benefitting your children and grandchildren
will go a long way to determining whether an SFO is what you need
and, if so, what exactly it will do.

2.3 What legacy would | like to leave behind?

One of the benefits of financial success, particularly if you’ve been
responsible for it, is the ability to define your own legacy and use your
wealth to help do so.

That may be in the form of philanthropy - the funding of hospitals
and universities, for example — or making provision for what the
family does in the future and to what extent its activities are inspired
by your story.

Whatever you define as your legacy, there may be a need to ensure
that it is preserved and protected.

2.4 How close would | like my family to be in 20 years’ time?

This question is a good one because it focuses on the future of the
key element of a family office — the family themselves. Wealth doesn’t
determine whether your children’s children get along as cousins but

it does at least help the family to come together around a sense of
shared ownership. In the absence of other forums, the family office
can give impetus to the idea that the family should remain close
across generations, and provide the practical means by which

that is achieved.

If, by an examination of these questions, you become convinced of
the benefit of the family being engaged across generations as the
joint owners of the family capital, it is very likely that you will see the
need to create a family office.

In conclusion, therefore, a need for a family office becomes most
profound when:

« the family get older without there being a formal succession
process;
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« the family want to remain close as joint owners of capital;
« the family appreciate the need to be educated about the
management of their wealth;
« the family are unlikely to have a second ‘liquidation event’
necessitating the careful management of existing resources; and
o the family’s affairs are complex and would benefit from being
coordinated across professional service providers.

Table 1. Needs and objectives

Step

Define the family’s

goals and objectives

Assess current
position

Outline the needs
of the family

Define a new
structure

Set goals and
objectives for the
family office

Communicate
strategy to
stakeholders

Initial consideration

What does the
family want to do

and why does it want

to do it?

What is the current
position?

What services does
the family need?

How are the service
needs of the family
met?

How is the
‘performance’ of the
family office
measured?

How is the transition
from the current
view to the better

view to be managed?

Objective

Gain consensus as to
the benefits of being
a family whose
affairs are managed
collectively

Articulate how
service is currently
delivered to the
family

Summarise the role
that would be played
by a family office

Begin designing the
structure of a family
office

Define the family’s
expectations as
regards overall
costs of delivery
and revenue
performance

Develop a plan for
implementation

By way of recap, you might like to consider the following table in
assessing your own family’s needs and objectives.

Outcome

Provide the basis for
decision making

Define what works
and doesn’t work,
what fits and
doesn’t fit

Highlight service
requirements

Enable a broad
business plan to be
put together

Develop a coherent
strategy by defining
the capacity of the
family office to
deliver services

Set timeframes
and allocate
responsibility for
moving to a new
regime





