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Your Family
Castle

I

ntruders have been a threat throughout
history. In medieval times, castles were
built for the express purpose of keeping
them from harming the people inside
the castle walls. Bodiam Castle, built in the
14th century, in East Sussex, England famously evokes images many of us have of
these impressive structures - surrounded
by a moat, protected by drawbridges, with
thick, strong walls and turrets.
Castle builders designed castles to present great
deterrents to all potential invaders. Despite their considerable strengths, castles had weaknesses. Often
under long siege, the castles were really only as good
as the preparation, capabilities, and integrity of the
people in the castle.
Unfortunately, these people were often not prepared
to deal with the intruders. Many castles under siege
saw their residents plan poorly, defend miserably, or
simply give up under duress. Sometimes, thinking
only of themselves, they aided the intruders instead
of their friends, family and neighbors inside the castle
walls.
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A Modern Day Siege
That key weakness in a castle’s defense system unprepared people, is also often the catalyst for the demise
of wealth in wealthy families today. Wealthy families are
faced by a modern day, never-ending siege. They must
deal with external challenges posed by the financial
markets, changing global economics, new laws and
regulations, selecting and evaluating financial advisors.
They also face the issues of aging family leaders, and
eventually the death of key family members.
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Despite the certainty of this siege, families often fail
to develop the members of the family to be a strong,
vital resistance force capable of enduring the siege and
defeating their attackers.
Why does this happen? Typically one member of the
family, has an outsized role in dealing with the financial
markets, laws and regulations, financial advisors etc.
The other family members be it a spouse or the adult
children may not be included by the family financial
leader or may have resisted invitations to be included.
The reality that all family members have different
talents and interests creates significant hurdles even
when families try to prepare the second or third generation.
A second reason for this failure is a lack of long term
multi-generation planning and a family vision in some
families. Each generation while connected with the
other to some degree, does not have a shared family perspective or vision as to the future of coming
generations.
Incapacitation or death of key family members will
force a change in family responsibilities. Wealthy families who have unprepared or underdeveloped family
members—whether it is a spouse or the adult children, are poorly positioned to protect their castle.
Events in recent history should also serve to stir families
to action. The bear market of 2008–2009, the demise
of Lehman Brothers, Bear Stearns, Washington Mutual,
Wachovia, the Euro Zone crisis, the subsequent long
lived bull market (how many investors missed out on
this opportunity)? What about the ever changing tax
law; remember the short lived Tax Relief, Unemployment Insurance Reauthorization, and Job Creation
Act that was signed into law by President Obama on
December 17, 2010 that lasted all of two years, only to
be replaced on January 1, 2013, when Congress passed
the American Taxpayer Relief Act (“ATRA” for short).
To keep their castle intact, leaders of these families,
must begin to prepare each family member to succeed them and take on leadership roles in a family. This
must be driven by a long term multi-generational plan
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and vision.

A 100 Year Plan
Multiple proverbs and our own years of experience
working with wealthy families offer evidence of how
often family castles fall to the intruders over time.
Great family wealth is often completely degraded
within three generations. A Chinese proverb describes it vividly, “from rice paddy to rice paddy in
three generations”. You probably have witnessed
families who have suffered this fate.
Not all wealthy families succumb to this decline, the
Rothschild’s, Rockefellers, and the S.C. Johnson families are notable exceptions to this dynamic, being famous for successful generational wealth stewardship.
These families have flourished for over one hundred
years through their long term planning and family
capital development. Their methods can be adopted
and suited to families today.
We recommend a 100 year plan because a multigenerational perspective is needed to avoid this
phenomenon and develop successive generations
and it also offers families an opportunity to achieve
far more than what they may have thought possible.
It can allow them to give “gifts” to their children and
grandchildren far greater than simply giving them
money. Purpose, vision, charity, and happiness are
just some of the rewards.
Our Family Wealth Counsel program helps families
develop a 100 year plan. The foundations of the plan
are a Family Mission and Governance system and a
Family Capital Development program that addresses:
1. Financial capital
2. Intellectual capital
3. Human capital

Family Mission and Governance
Families must decide on what their family mission is.
This involves a consensus around their purpose, vision,
values and history. Perhaps the purpose will be to
enhance each family member’s pursuit of happiness.
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100-Year Plan

Family Governance

Family Council

Family Mission

In establishing their plan, we work with families to help
determine what governing approach or system will
enable their mission. Will they choose a republic, an
aristocracy, an oligarchy, etc? Who will represent the
family in work with outside advisors etc?

Family Intellectual Capital
Development
In his landmark book, “Family Wealth-Keeping it in
the Family”, James Hughes Jr. a 6th generation attorney noted how his father would often approach
newly minted CEO’s with a congratulatory handshake
and a deflating question, “So who is your successor?”
The brand new CEO often reacted with shock or
surprise as they were still basking in the glow of their
hard earned position.
Similarly, wealthy families should answer two key
questions:
1. Who are your successors?
2. Are they prepared for their role?
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Family Capital

Financial

Intellectual

Human

Answering these questions is especially important
for wealthy families where the financial planning and
investment stewardship has been concentrated in
the hands of one family member.
To enable succession, families must begin by bringing critical knowledge and training to the less
involved spouse, and adult children. Families must
also recognize that the second generation may not
have the same interests or talents of the first. They
may need more outside help than their parents did.
Educating them will take time and thus it should be
at the top of a wealthy families to do list. This can be
accomplished by an empowerment program that
provides instruction / classes on finance, investments
and trusts. We make this program available to our
clients, in personalized classes we teach. (See next
page for class topics)
We also provide via online classes and videos other
educational programs from exceptional sources.
Some of our other exceptional educational sources.
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Family Financial Capital

Topic

Consilium Class

Finance

Budgeting 101

Finance

Credit 101

Investing

Capital Market Essentials

Investing

Dimensions of Investing

Investing

Downturns & Recoveries

Investing

Exchange Traded Funds

Investing

Global Investing

Investing

Institutional approach to investment review

Family Human Capital

Investing

Investing for Retirement

Families sometimes fail to recognize the
many talents and abilities available to them.
We have adopted a best practice from the
Rothchild’s that focuses on understanding,
analyzing and developing the human assets in the family. This is manifested in age,
geographic, industrial, and work allocation
analyses that we prepare on an ongoing
basis. Additionally, we work with families to
develop philanthropic practices including
grandparent/grandchildren grant committees to strengthen this unique family bond.

Investing

Investing in a Rising Interest Rate Environment

Investing

Investor Behaviour

Investing

Portfolio Diversification & Performance

Investing

Principles of Investing

Investing

Real Estate Investing

Investing

Retirement Income

Investing

Risk & Volatility

Investing

Stocks & Bonds

Investing

Styles of investing

Investing

Target Date Funds

Investing

Taxes & Investment Performance

Trust

Beneficiary 101

Trust

Trustee 101

Our 100 year plan provides other programs
to strengthen family capital. Within the financial capital realm we conduct audits/reviews
in important areas such as: risk, estate planning, insurance, and investment management. We bring institutional best practices
such as Global Investment Policy statements
and multi-generational financial perspectives
via a Generational Asset Allocation analysis.
We also advise families around the viability of
family banks for enhancement or investment
loans.

Don’t Forget…
There are other basic but crucial elements of
defending the family castle:
1. A transfer of assets with minimal tax cost
2. Execution of documents that provide
direction in case of incapacity and death
3. Communication to family members
of detailed facts around assets and liabilities
Families should also ensure that the following documents are in place and reviewed
regularly (Next page).
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Review Regularly:
1. Will or Will Substitute
2. Personal Property Disposal List
3. Family & Financial Archive
4. Proper Beneficiary Designations
5. Living Will
6. A Medical Power of Attorney
7. Durable General Power of Attorney

Looking into the Future
Your family castle is under siege and will be far longer than any ever faced by a castle in medieval times.
Wealthy families over the years have faced this reality
with very mixed results. You have likely witnessed
families who have failed and succeeded. History
shows more fail than succeed.
Creating a 100 year plan to keep your castle intact
would be a crowning achievement that would help
your children and grandchildren succeed as the
“keepers of the family castle”. What could be grander
than that?

8. An Ethical Will
9. Global Investment Policy Statement
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