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SUCCESSION PLANNING
THE NEXT GENERATION

BY JEREMY HAZLEHURST

SMOOTH HANDOVERS

ith the exception of

a few, zuch as the

Rockefallers’, which

dates from the 1930s,

the majority of family
offices have heen founded in the past
20 years. In the UK, their popularity
has increased over the past decade
hecause of changes to the trust regima
that have reduced the appeal of these
structures for families. This means that
aven if the wealth they manage is old,
few family offices have gone through
the process of transiticning from onea
generation to the next. So how should
they deal with succession?

Ome of the main isswes is working out
how to deal with the family members
themsehves. “Some people really do
plan for succession and others just
ignore it says Sabine Ran, professor
of family business at Kings College
London. “It seems to be snmething
inherent in the incumbent generation;
something to do with the personality
and experiences of the family” She onee
heard a patriarch begin a sentance with
the words, "Il'l w&rd:e " “Someone in

amily office Stonehage Flaming, says
e onee heard the head of a family

of the individual ganmuus can dl.ﬂ'Er
hugaly. The transition from the first,
antrepreneurial genaration to the next
is always the biggest change, as the
family’s affairs usually hacome more
professionally managad.

Recognising this fanlt line is the
first step to mitigating problems. It
is inevitable that the family office
will change during succession, says
Alistair Morgan, chief executive of
Maythir Private, a firm that advises
wealthy families. “The family office is
generally built around one key family
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member, and although it inevitably
ends up providing services to others in
thi family, it is constructed with that
person in mind,” he says. “When the
next genaration take over they will have
different needs and requirements.”

Sueccession is easier if the process
happens slowly. “One way to smaoth
this is to always have two generations
on board, to have the next generation
imvolved early on so that when the one
in command leaves they have haen
thire for a while,” says Emile Zakhia,
hiead of consulting at Quilvest Private
Equity, which invests in private aguity
for the seventh-generation Bemberg
family, the Argentine industrialists.
“Then they are included in the process,
know how it is run and have been
imvolved in the hiring of the staff”

The naxt family head should also
be eased into the job. “They should
have & seat at the tabls, then a voics
at the table and then they can change
the rules at the table]” says Francesco
I¥Amico, managing director of Quilvest
Switmerland, the multi-family office of
Cuilvest Group. “Only once you master
thi rules can you change them.”

John Davis, who mns Cambridge
Family Enterprise Group, a US advisory
firm, says the family office cannot ha
allowed to function separately.
“Consciously or unconsciously, the
family office managers often make
themsalves indispensabla by creating
a ‘hub-and-spokes’ method of
communication where they disseminate
information from a central position,”
Davis explains. It is far better “3f thay
are integrated into the family’s other
programmes, developing the naxt

'SOME PEOPLE
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generation, for instance, so they can
demonstrate they are interested in the
family’s sustainabdlity™
More and more UK familiss are
using family investmant companies,
which are excellent structures for
dealing with governance issues, says
Dermot Callinan, UK head of private
client at KPMG, the consultancy.
“This determines the constitution
of the board, ohjectives for the
company, & system of reporting back
and providing information, and a
structural handover of ownership,
non-exacutives and advisers. There is
process and accountability and it helps
get everything claar and correct at
thi beginning, with a structure and a
purposa that complement each other”
This structure allows the older
generation to place equity into a trust,
while retaining their own voting rights.
This separates the ownership of the
company from the money. “{ There is]
good suoccession planning going on,
but there is also clarity about whe is in
control and this can be passed on whean
thi time is right” say= Callinan.
Making sure all parts of the family
mesh is vital if succession is not to
canse the family office to grind to a
halt. Quilvest notes that a family office
often evolves from an administrative
organisation o dealing with wealth
and estate management. The next stage
is o integrate it into the family's wider
adueation and planning for the next
ZeneTation
Ntimatedy, it is a quastion of
transforming the issues surrounding
maney into ones about the other sorts
of wealth families have, says Flaming.
“You have to think abowt financial,
cultural, social and intellactual capital)
he says. “If a family’s decisions are
based on financial capital alone, 1 don'
think the family office is going to be ~
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there anyway” O
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