s

FINANZ KONZEPT

A publication of Finanz Konzept Family Office GmbH, Zurich

MULTI FAMILY OFFICE INSIGHT

The Family Constitution

What a family constitution achieves, and where its limits lie.

Vincent Eckert
Strategic Advisory

May 2026 Issue



EXECUTIVE SUMMARY

The Family Constitution

In wealthy families, generational transitions are routinely prepared from a legal and tax
perspective, through trusts, foundations and holding structures. What tends to receive the least
attention in practice is the governance layer within the family itself: who decides, in which role,
by which rules. A family constitution addresses this gap. The present insight describes what it
achieves, when it is the right instrument and when it is not, and what role a multi family office

can play in its development.

1. WHY STRUCTURES ALONE ARE NOT ENOUGH

With each generational transition and each additional family branch, complexity in an entrepreneurial
or investor family grows disproportionately. In the first generation, the founder's vision usually
suffices to hold together what has been built. In the second and third generation, these implicit values
often no longer do.

The classical instruments cover certain questions very well, others deliberately not at all:

¢ Wills and marriage contracts govern emergencies, but not everyday life.

e Shareholders' agreements structure the corporate level, but exclude internal family dynamics.

e Trust and foundation deeds define asset management, but answer no questions on the role of the
next generation or how to deal with in-laws.

Without a complementary framework, the typical points of friction emerge at the same interfaces:
distribution policy, employment of family members in the family business, voting rights across
generations, treatment of married-in partners, external communication in times of crisis.

What jeopardises wealth in entrepreneurial and investor families across generations is, in our
observation, rarely market movements. It is unresolved questions of this kind. One example: four
siblings of the second generation, all shareholders in the family business, three of them operationally
involved. A distribution practice that had grown informally and inconsistently over a decade became
an open conflict the moment the first son-in-law joined the family, with consequences reaching far
beyond the financial question.
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TERM AND PURPOSE

What a family constitution is

A family constitution is the shared framework of an entrepreneurial or investor family. It is usually
not legally enforceable, but a morally binding document. It takes effect through the consensus

the family gives it upon its adoption.

It answers three core questions:

1. Who are we? Shared identity, history and values of the family.

2. What do we want to achieve? Long-term vision for wealth and entrepreneurial or societal
impact.

3. How do we decide? Governance, voting rights and pre-defined conflict mechanisms.

DELINEATION FROM LEGAL INSTRUMENTS

A family constitution does not replace legal structures, but complements them on a level those
structures cannot reach. A shareholders' agreement, for instance, regulates with great precision who
holds which votes, how shares are transferred, and what happens upon the death or exit of a
shareholder. What it does not regulate, and cannot regulate, is the prior question: by which shared
standards the family arrives at its positions before deciding how to vote.

Both layers need each other. A constitution without legal anchoring in the articles of association, the
shareholders' agreement and the testamentary dispositions remains ineffective in the event of
conflict. Legal structures without the prior consensus encounter, in that same conflict, a family no
longer on speaking terms.
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ARCHITECTURE AND PROCESS

Four recurring fields

Family constitutions look very different in detail, depending on the family, the wealth structure and
the generation. In advisory practice, however, four fields recur, against which almost every
constitution must prove itself, because this is where the conflicts arise.

VALUES AND PHILANTHROPY

The shared foundation of values provides the bracket. This is where ethical standards for investments are
defined, such as ESG criteria and sector exclusions, and how the family defines itself through joint
philanthropic activities. This also engages those family members who are not operationally involved.

EMPLOYMENT AND QUALIFICATION

The employment of family members in the family business is one of the most frequent sources of conflict.
Here the constitution sets objective standards: which academic and professional minimum qualifications
are required? How is market-rate remuneration ensured? Seniority or merit?

WEALTH AND DISTRIBUTION

Here, clarity is created on how the wealth is understood: a consumption fund for the current generation, or
a strategic growth capital pool for the future? Rules on liquidity events, emergency loans for family
members or the orderly exit of a family branch prevent later legal disputes.

EMERGENCY AND CRISIS

What happens in cases of serious illness, the sudden passing of the head of the family, or reputational
crises? The constitution defines emergency bodies and external communication channels to preserve both
the capacity to act and discretion.

THE PROCESS CARRIES THE OUTCOME

A family constitution unfolds its value not through the final text, but through the path that leads to it. A
multi family office accompanies this process as an external moderator with no familial or commercial
interest in the wealth. In practice, this takes twelve to eighteen months. Those who finish faster have
usually not addressed the sensitive topics. The process typically comprises four stages:

1. Individual interviews with all relevant family members, including the next generation, discreet and one-

on-one.

2. Moderated family workshops at a neutral venue, in which contentious topics are negotiated in a
structured manner.

3. Drafting and adoption of the document in a form that the family recognises as binding.

4. Periodic review, typically every three to five years or in response to material events.
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SCOPE AND CONCLUSION

When the instrument works

WHEN A FAMILY CONSTITUTION IS NOT THE RIGHT INSTRUMENT
Not every wealthy family needs a family constitution. The effort is considerable in financial, temporal
and emotional terms, and is only justified when certain preconditions are in place.

A constitution is dispensable when the family consists of a single generation and few individuals and
no jointly held wealth exists, neither a business nor a holding, foundation, or shared real estate. Where
nothing is held jointly, there is little for a constitution to decide upon.

WHEN THE INSTRUMENT TYPICALLY WORKS
A family constitution becomes worthwhile as soon as one of the following factors is present, and the
benefit increases with each additional one:

e Multiple family branches in the same or different generations.

e Operational involvement in the family business.

e International residency constellations.

e A planned or imminent transition to the next generation.

e Shared wealth structures such as holdings, foundations or jointly held real estate.

e A business sale after which the proceeds remain as joint wealth held by several heirs. The business
as a connecting element falls away; the question of binding rules remains.

CONCLUSION

A family constitution does not replace legal and tax structures, it complements them. Contracts,
articles of association and tax structures record what a family decides. The constitution governs the
shared standards by which it arrives at those decisions, and removes the question from the moment
of escalation into a framework agreed upon beforehand.

This moderation is one of the core roles of a multi family office. Unlike the individual specialist
advisers, each of whom looks after one part, it accompanies the entire wealth of a family over years,
often across generations. From this continuity and the overview of all parts of the wealth arises the
position from which such a process can be led.

Written by Vincent Eckert, Strategic Advisory at Finanz Konzept Family Office GmbH, Zurich.

For questions on the topic: eckert@finanz-konzept.ch

This document has been prepared by Finanz Konzept Family Office GmbH and is intended for information purposes only. It does not replace
individual legal, tax or financial advice in any particular case. The assessments expressed reflect the opinion of the author at the time of issue.



