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Creating a Robust Family
Succession Plan that
Embraces Governance, Tax
& Compliance

As the founder generations of Asia’s wealthy and uber-wealthy families and
family dynasties increasingly seek guidance for wealth, estate and family
business transition to the younger family generations, it is important for the
private banks and other advisory firms in Asia to understand how to deal with
the clients in relation to the extremely sensitive and highly personal matters
of estate, legacy and succession planning, while at the same time nurtur-
ing inclusiveness amongst the next generations that will, they hope, become PAUL KNOX

their clients in the years and decades ahead. It is vital for Asia’s wealthy JP Morgan Private Banking
families to create the right wealth structures, to accept the need to distance
themselves from those structures, and to work with those bankers, advisors
and professionals who will truly help devise and revise the best possible
plans. In the worst case scenarios, it all goes horribly wrong, and disputes
dominate, rather than family harmony, and that is certainly not the legacy
that Asia’s wealthy want to leave behind. Hubbis assembled a group of eru-
dite bankers, lawyers, trust and other experts specialising in this crucial field
of estate planning and transitioning to discuss why, and how to expedite
well-conceived, well-executed estate and succession planning.
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CREATING A ROBUST FAMILY SUCCESSION PLAN THAT EMBRACES GOVERNANCE, TAX & COMPLIANCE

Wealth and business
transition in Asia

Talking openly about succession
with Asian families can be
considered inauspicious and
sometimes even taboo. Some
families have embraced formal
and semiformal frameworks

using family charters, family
arrangements, constitutions and
so forth. In China, for example,
many family businesses were born
during the economic reforms of
the 1980s, an entire generation of
firms could be facing succession at
the same time, creating significant
risks at the same time. Unlike in
Europe and the US, where many
family businesses are in the fourth
of fifth generation, many Asian
business are still in their first-
generation cycle.

An expert highlighted that
according to a report from Deloitte
on Asian business succession,
some 81% of Asian families believe
that the next generation will

be able to take over the family
business, while 93% of the first
generation will work until their 60s
and 70s.

But of course, Asia is vast, and
markets and cultures differ
greatly. But despite the sheer

size and diversity of Asia, but

that it is united in a widespread
conservatism, which is endemic
but varies somewhat from country
to country and of course amongst
different religions.

An expert noted that Taiwanese
clients, for example, want the
second and third generations to
join the family businesses, they
are very conservative, wanting
to extend the legacy that have
created. Interestingly, they
commented that China takes a
somewhat different approach,

Expert Opinion

CLIFFORD NG, Partner (Hong Kong), Zhong Lun
Law Firm

“We are seeing growing momentum but are not yet
at tipping point in the private investor space. Client
demand and interest has however grown signifi-
cantly especially after the Covid-9 pandemic, driven
by increasing research and evidence of ESG factors
leading to more resilience companies and helping
with risk management, and in some of the thematics
around climate which have done well."

KATE WEISS, Managing Director, New Zealand,
Asiaciti Trust

‘| believe recent events have heightened awareness
that succession planning and the transfer of wealth
should be carried out as a structured long-term strat-
egy as soon as possible, seamlessly with communica-
tion, trust and support among all parties. The Covid-19
pandemic has brought mortality into sharp focus,
forcing patriarchs of high net worth families to grap-
ple with estate planning. However, this may not be an
easy process because talking openly about succes-
sion with Asian families is often considered inauspi-
cious and sometimes even a taboo. One way around
this is to frame questions about the future or legacy.”

being considerably more open
minded to the roles of the second
and future generations, and this
type of attitude pervades Hong
Kong and Singapore as well, where
wealth is already often even in the
third generations, and where there
is far more diversity in the careers
of those nextgens.

Another guest concurred, adding
that the diversity means that one
size will never fit all. “It's really
important to look at the family
values, look at the traditions, the
culture and how that family works
together. In Asia, those family
values tend to be reflected in the
way that the family business is
run and is often bespoke to that
family. Listening to the family,
making sure how they want to

see succession is really important
when coming up with an idea of
how the succession should look,
and how best to plan for it.”

An expert cited a report that 57%
of Asian families have a fear of
sibling favouritism and/or rivalry
and lack of consensus in the
succession process.

“One further issue is the difference
between the first and second
generation,” she added. “Most
first-generation business owners
are entrepreneurs by necessity.
The second generation tend to
have gone to business school.
There is a need to reconcile
what the second generation

has learnt in business school
with the older generation’s
expectations of appropriateness,
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courtesy and timing. In addition,
it is important to document the
knowledge inside the founder's
head, or the relationships the
founder has made over decades
and disseminate it to the next
generation. These inherent
conflicts can trigger family
disputes, and that is why we need
to involve several generations

in order to avoid or to mitigate
against family feuds later on.”

A lawyer offered his views,
remarking that there is sometimes
a disconnect between that families
want to achieve that the family
dynamics, which might restrict
those objectives.

“Oftentimes,” he said, “you have
to overcome years and decades of
the family relationships in order
to really make the succession plan
work. And lawyers might not be
best placed to help them there,

as we tend to be more on the
adversarial side, trained to act

for one and not the others. We
therefore have to be very careful
in our advice and very open and
transparent throughout.”

Another lawyer quipped that the
crisis afflicting the British royal family
highlights an age-old adage not to
marry an American or move to the
US, as you then get caught in tax and
other potential traps. “Their situation
right now,” he said, “has actually
made it easier for us to demonstrate
the complications that can arise
when an American becomes part of
a wealthy offshore family.”

He added that the lockdowns had
helped his practice, as people

had more time and the virus had
focused more attention on matters
of mortality, succession and
planning. He said it has also really
helped the firm focus attention
from a fee perspective. While
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Expert Opinion

KATE WEISS, Managing Director, New Zealand,
Asiaciti Trust

‘International families require independent fiduciary
with multi-jurisdictional expertise. Though today's
rich, especially those in China, have built their wealth
as entrepreneurs, conflicting priorities may arise dur-
ing wealth transfer because for Asian business fami-
lies, there is no clear distinction between personal
and business wealth. Moreover, many of their family
members and assets are spread across different ju-
risdictions, rendering taxation and regulatory compli-
ance more complicated.”

CLIFFORD NG, Partner (Hong Kong), Zhong Lun
Law Firm

‘It is increasingly challenging for clients to comply
with the maze of laws on tax, disclosure, economic
substance, foreign ownership, beneficial ownership,
control, etc. Add to that each institution’s different pol-
icies on all of the above means it becomes more ex-
pensive with more lawyers and paid advisors involved
to ensure compliance. Cross border investments and
planning has become a very expensive endeavour for
a much smaller demographic of wealth.”

the Asian market is notoriously
fee sensitive, it is easier now to
demonstrate value to clients,

so they see the value in hiring a
proper professional and a proper
lawyer to protect their secrecy
and the attorney-client privilege
that the world of regulation has
eliminated with their bankers.

Collaboration between
the wealth and
professional advisors
There is debate as to whether the
private bankers and independent
wealth management experts
working efficiently with lawyers,
trustees and other specialist
advisors to help create and execute
successful succession plans and
structures that are also compliant
with regulations and tax rules.

To answer this, a guest remarked
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that the success of any business
succession strategy relies on
effective communication. This is
true both inside the family and

with the advisors who assist in
formulating and putting the strategy
in place. “Involving external advisors
in a succession plan may help with
objectively balancing the collective
interests of the family members,”
she remarked.

She added: “The new normal
where the trustees, lawyers,
bankers and others are working
more with video conferencing
and more collaboratively is

in fact helping with ensuring
effective communication and
sharing knowledge with regards
to business succession. | am
myself currently involved with an
Asian family who are looking at
business succession strategies.
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The patriarch and | were able to
have a series of video conferences
one morning with the tax advisors
from jurisdictions around

the world to discuss the tax
implications of the planning that
was putinto place.”

The central role of
family and business
governance

A banker observed that there

is a lot more focus now on
family governance and business
governance. He said that families
operate their own governance

in the normal course of their
lives, working out between

them all sorts of issues such as
education, spending, and other
matters, so that the offspring are
gradually assimilated into that
sort of decision-making process.
However, in the context of major
estate and succession decisions,
the problems come about due to
poor communication amongst key
family members.

“What we can do is to share our
experiences of where things have
gone wrong in certain families and
thereby encourage the right level
of communication,” he advised.
“The more you can avoid shocks
and surprises, the more good,
open dialogue, and the better
transparency about what they
want to achieve, the greater the
chances of success.”

Asian family business companies
are not typically run with the strict
divisions between the chairman,
the CEO and the board, according
to one guest. Depending on

the family, the family members
involved in the business and the
knowledge across the different
generations depends upon how
the business is made up. This
family/business governance is

The Hubbis Post-event Survey

ARE YOU SEEING A MUCH MORE ACTIVE DRIVE NOW-
ADAYS TOWARDS PROFESSIONAL WEALTH, LEGACY
AND SUCCESSION PLANNING AMONGST PRIVATE
CLIENTS IN ASIA? WHY, OR WHY NOT?

The ‘Yes’ replies significantly outweighed the ‘No’ replies. We
have selected some of the reasons delegates offered, as below:

» A really massive uplift in interest.

»> Clients certainly value more professional advice on these mat-
ters nowadays.

» With increased affluence and education comes a more ad-
vanced appreciation of the needs for estate and succession in
the modern, highly regulated world we inhabit today.

» The older generations have seen vulnerability in a starker light
since the pandemic.

» Generally, clients are more sophisticated and more receptive to
seeking professional assistance, especially the 2nd generation
who often want to know more about wealth planning and suc-
cession planning.

» \We are seeing more enquiries about succession planning,
trusts, tax planning, and other matters, amongst wealthier pri-
vate clients, as well as mass affluent.

» Succession plans are a priority project for Asian families nowadays.
» There is more awareness and education.

» The rich increasingly see the importance of succession plan-
ning, and want to ensure the next generation can either take
over the business, or engage someone else to look after the
business.

» In my opinion, many bankers actually take this opportunity to
sell the importance of succession planning and build stronger
relationships with their clients.

» More wealth means more planning ahead.

» A key driver is the younger generation, many of whom are not
always willing to take over the family business.

» Better educated younger generations who see more of the
‘Western' way of approaching these matters in a more for-
malised manner.
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usually on an informal basis and
understanding the unique family
governance goes a long way

to understanding the way the
business is run.

A lawyer observed that business
governance is considerably simpler
than family governance, as family
dynamics are impossible to
measure. To overcome key issues
that so often arise, the vital first
step and ongoing approach must
be to enhance communication. “I
try to separate the business side
from the family side to the extent
possible, and then when both are
organised, we can try to bridge any
gaps between them,” he explained.

Another expert commented that
trustees can also play a role in
advising on governance, and

that he did not see any conflict

of interest in that approach.
“Trustees,” he observed, “often
have quite a lot of information or
can get a lot of information about
the families, so they are well placed
to ask such questions. In my view,
it is actually an ideal position. |
think it's a further development

of a relationship with not only the
settlor, but also with the different
family members and to do thisin a
natural step by step way.”

Nevertheless, he also conceded
there is also a question as to
whether the families want such
discussions, especially if in relation
to straightforward trusts, where
difficult discussions on governance
and complex family wishes and
dynamics are not so welcome or
even required.

On the other hand, he also
commented that the situations
and assets and family mixes

» Nowadays, it is essential to complement the financial plan-
ning with the succession planning element, or the two fail

» Because the local and global regulatory environments are
constantly changing and always becoming more complex.

» There are often highly visible stories of situations that ended
up in disputes because the planning was non-existent or ru-
dimentary.

» The pandemic is a game-changer for the mentality here and
more and more families are embracing rigorous planning,
and more and more family offices.

» The hiatus in activity globally has given business owners
and families the time to reflect on these issues and also a
clearer appreciation of their own mortality and therefore of
the need to plan ahead.

» The Singapore government's focus on attracting Family Of-
fices and related financial services specialists here so we
become the Switzerland of Asia has really boosted the fo-
cus and drive in these areas.

» The sense of impending doom since the pandemic hit has
Jjump started the process in many cases.

Expert Opinion

KATE WEISS, Managing Director, New Zealand, Asi-
aciti Trust

‘It's all about working together, and this is true both
inside the family and with the advisers who assist in
formulating and putting the business succession
strategy in place. Involving non-family advisers in a
succession plan may help with objectively balancing
the collective interests of the family members. Trust-
ee, lawyers, wealth managers need to engage in ef-
fective communication and sharing of knowledge to
ensure a robust solution. Collaboration in a complex
world, understanding the client, having the right solu-
tions, and at times collaborating to assemble all the
key elements in one package, are all vital elements for
any provider wanting to survive and prosper in the fi-
duciary services world. We remain driven by devising
and executing best-in-class solutions for our clients
with the right structures onshore and offshore.”

therefore the whole regulatory
and tax environment becomes
more complicated. “As a result,”

he said, “in a good way, we kind of
forced to have such discussions
with customers, because those

of these wealthy clients are at
the same time becoming more
complex, more cross-border and
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plain vanilla trust solutions are
probably going to disappear in the
times ahead.”

Family business
succession - taking
action

The focus shifted to the need

for robust business succession
planning and what might trigger
conversations and then action. “In
recent times,” they commented,

“l have found that the patriarchs
and matriarchs who I am
speaking with, have suddenly got
time where they were traveling
around the world running their
multinational, multi-million/billion
pound empires or dollar empires,
and they're now at home, and they
have time to really think about
their succession. That is triggering
them to come and talk to us.”

And there is compelling evidence
that this is an urgent need. An
expert cited a recent study of

200 publicly listed Asian family
businesses found that on average
the stocks of these companies
lost nearly 60% of their value
during the years shortly before
and after the transition from one
generation to another. Estate and
legacy planning is more important
than ever to ensure that the
value of the family business is not
lost due to the succession. They
added that the study also found
that some 46% of Asian families
fear discussing the future of the
company beyond their lifetime.

To achieve these goals around
succession, an expert advised,
“these families need an
experienced project manager to
tie in all of the planning that needs
to take place to put an effective
business succession plan in place.
They explained that with video

call technologies now the norm, it

The Hubbis Survey

APPROXIMATELY WHAT PERCENTAGE OF PRIVATE
CLIENTS IN ASIA TODAY HAVE ORGANISED WEALTH
AND ESTATE PLANNING IN PLACE?

Expert Opinion

JOHN SHOEMAKER, Registered Foreign Lawyer,

Butler Snow

“We definitely stress to non-US families that marrying
an American or otherwise bringing the U.S. Federal tax
system into consideration adds layers of complexity
and is not to be taken lightly”

was actually much easier to get all
types of different parties together
to analyse and discuss all types of
challenges and propose solutions.

The same expert added that it is
proving a really efficient period
currently to effect business

succession. “When it comes to
working with different people, we
are used to doing this as trustees,”
they explained. “We have to work
with lawyers, with accountants, with
bankers, with other trustees, with
directors of the family companies
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and others on a day-to-day basis,
and it's really important that we
understand that the different
generations of the family, who

may also have their own sets of
lawyers, bankers, wealth planners,
accountants who have got their
own ideas, and are trying to discuss
this planning with the person who's
decided to take this planning up.”

They said that in light of this,

it is vital to listen to all parties,
from the wishes of the founders/
creators, through the second and
younger generations and also the
various professionals involved.

“It comes back to communication
and understanding, and right now
there is an ever-greater impetus
than before,” this expert observed.
“For example, | had a client some
six weeks ago who needed a trust
for his family business, but then,
sadly, he passed away last week of
the Covid-19. We did nevertheless
manage to achieve his goals and
wishes.” But the clear message

is to be more proactive and take
matters in hand much earlier,
whenever and wherever possible.

The panel also discussed what
happens if there are no natural
family successors to the business. An
expert commented that there were
various alternatives, such as a sale,
strategic partnerships, management
buyouts, but that the key issue

was to address these matters of
succession and control as early as
possible, and not at the eleventh
hour. Another guest remarked that
if it appears there are no natural
successors, then professional
management teams could be
brought in and the family gradually
transition from running what had
been a purely family business.

Trusting your trustee

APPROXIMATELY WHAT PERCENTAGE OF PRI-
VATE CLIENTS IN ASIA TODAY HAVE PROPER-
LY CONSIDERED AND WELL EXECUTED SUC-
CESSION PLANNING FOR THEIR BUSINESSES
AND WEALTH?

Expert Opinion

PAUL KNOX, Managing Director, JP Morgan Private
Banking

*Alongside advising clients on technical issues, family
governance in its broadest sense is likely to be an in-
creasingly important area for private client advisers. If
patriarchs and matriarchs want their wealth preserved
over future generations, then they need to prepare
their descendants to be stewards of the wealth.”

KATE WEISS, Managing Director, New Zealand, Asi-
aciti Trust

“Family values and governance are key. Whilst an im-
portant factor, it is important that tax planning does not
drive the family succession, but that the objectives,
traditions, behaviour and values of the family drive the
decisions. Once these have been determined, the tax
planning, asset protection and timing of the business
succession can be more effectively addressed.”
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The role of the trustee is central
to any well-planned and well-
structured plan. “The trustee is
typically the trusted party that all
the family members should be
able to go to, and it should be the
trustee having those discussions
with them about family
governance,” said one expert.
“The expression of wishes to guide
family members and set the tone
can be very simple; it can be just
the basics, for example a letter of
wishes, or some very simplistic
family governance document, all
of which is very helpful. However,
even the bare minimum is often
not put down on paper, it is very
often informal discussions that the
trustee has with the settlor, and
also very often, even the protector
in trust is not aware of the exact
intentions of the settlor.”

He explained that over the last
two decades, the trustee role

had evolved dramatically. While
the trustee historically had been
the trusted appointee of the
family, who knew them well, their
dynamics, their problems and so
forth, the world had transitioned
more and more into a universe of
bank and corporate trustees who
had an increasingly mechanical
role. He warned that it is a major
risk if the trustee becomes little
more than a box ticker.

He also explained that his strong
preference and hope is for the
trustee to actually be seen as
what it was in the past, namely
as a trusted person for all the
family members to go to, and

for that to happen the trustees
must realign themselves by really
understanding the families rather
than just doing a mechanical job.

“It might be a somewhat romantic
view of the world, and perhaps

HOW WOULD YOU DESCRIBE THE QUALITY
AND PRACTICALITY OF THEIR STRUCTURES

AND PLANNING?

Really weak

2%

42%

Not good
enough

Expert Opinion

56%

Good enough

VIVIAN KIANG, Head of Wealth Planning and Trust
Administration, Asia, RBC Wealth Management

“Succession planning is more complicated for cli-
ents who have ties across multiple jurisdictions. To
set up a structure, a team of experts including bank-
ers, wealth planners, financial advisors, tax advisors,
accountants, and onshore and offshore trustees are
required. As with any project, a coordinator is critical
for success. A Wealth Planner who understands the
needs, requirements and restrictions of all parties
can effectively play this role.”

the world doesn’t work quite that
way,” he added. “We all want to
make business, and complete
structures and projects, but it is

also generally the case that the
more you raise such questions, the
further it brings you away from
closing that business. The risk is
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that clients might say, well, | did not
really want to have these detailed,
very personal discussions about
my family, my history, my issues,

| just wanted to set up a trust, so
perhaps | can go to another trustee
who just gets it done without
making my life so hard.”

He concluded that this type of
issue is what good trustees face
on a daily basis. “How much do we
actually try to even take that sort
of role on?" he pondered. “How
much does it make sense? And
how much is it still appreciated by
the clients that we take this more
proactive role?” And the answer

is that in the modern world, it is
not always so clear, even if the
trustee’s intentions are entirely
right and honourable.

Another panellist concurred,
adding that the more the various
Trust Related parties are given

a certain amount of information
about the trust, the easier it is to
help create a lasting structure that
is understood and appreciated

by all (or at least most of) the
beneficiaries. This is particularly
the case if the settlor retains

all control, information and
knowledge to himself or herself
only, so if it transpires that they
simply did not have time or focus
to do this before they pass away,
this can create a lot of tension
amongst the family. “We have seen
first-hand some examples during
this pandemic, where sadly deaths
occurred well before the family
might have normally anticipated,”
she said.

“Itis the case,” they added, “that
the closer the trustee is with the
various beneficiaries, the easier
it is to understand the dynamics
in the families and can foresee

potential conflicts or issues. But

g | "'hubbis |

WHICH BANKS, FIRMS OR ADVISORS ARE
ASIAN PRIVATE CLIENTS WORKING WITH TO
ACHIEVE THEIR WEALTH, SUCCESSION AND
LEGACY STRUCTURING?

Boutique international and
regional private banks

IAMs/EAMs/Family Offices ¢

Expert Opinion
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Global private banks ¢ 28%

* 14%

35%

Lawyers ¢ 239%

MARKUS GROSSMANN, Regional Managing Director,
Trident Trust

“You can't have a functional relationship without
trust, it's the foundation of everything a trustee does.
Trust is built over time through things such as open
communication and listening, reliability and profes-
sionalism. It's essential to make sure that the settlor’s
wishes are properly carried out and that the assets
are managed in the best interest of the beneficiaries:
that's a heavy responsibility.”

KATE WEISS, Managing Director, New Zealand,
Asiaciti Trust

“While legacy plans and structures should reflect a cli-
ent's intentions or how he wants to be remembered, a
robust succession plan must also include clear, hon-
est intergenerational dialogue about family values and
governance, next generation development, and social
and environmental issues that matter to them. This will
build trust between the generations. Hence, it is es-
sential to listen very carefully to a client's requirements,
understand the family dynamics and unique challeng-
es before customising a robust succession plan with an
enduring structure.”
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the work of a trustee becomes
more and more “mechanical” due
to the ever-increasing regulatory
pressures and we need to tick a
lot of boxes. However, it is more
important than ever to have an
inclusive approach and to make
sure the entire family buys into
the concept of wealth/succession
planning and knows the benefits
of a trust structure.”

Another banker concurred, adding
that the act of establishing the
trust structure was made more
difficult these days by so many
families have assets, family
members, business and lifestyles
in multiple jurisdictions.

“You will need to involve a lot of
advisors, onshore and offshore
trustees, bankers, lawyers,
accountants and other parties
when you set up the trust,” she
commented. And that, she said,
is where the role of the wealth
planner can really assist the
process, almost like a project
coordinator. “My view is that for
a wealth planner, because they
know all the requirements, should
be the ones who coordinate

and help set up the structures,”
she advised. And then once the
structure is set up, the trustee
should handle things on behalf
of the entire family, with a strong
eye on governance throughout.

A fellow panellist agreed but
warned that sometimes clients
think they just want a simple,
commoditised solution, without
realising that probate avoidance,
retention of control and full asset
protection do not simply go hand
in hand.

“You have to take them, if
possible, through deeper
conversations,” she said. “Some
people are happy to have

WITHIN ASIA, WHICH IS THE MORE DYNAMIC
CENTRE OF EXPERTISE FOR ESTATE AND SUC-

CESSION PLANNING?

. Hong Kong

[ singapore

that conversation, others are

not. However, we find that
increasingly, clients are also
asking for the full pros and cons
of the entities, the structures, and
all the issues involved.”

She added: “You just have to start
with the client and hope that
they are going to be comfortable
and have that more prolonged
conversation and realise

that if they want something
sophisticated, it's not going to be
an off-the-shelf solution.”

She also offered a word of
caution to those families that
simply had BVIs or other simple
structures, and little or no thought
around estate and succession
planning. “You have to point out
to them issues surrounding these

offshore structures, probate,
what might happen if they lose
mental capacity and so forth.

If people in Asia see this as a
commoditised product, we have
to explain to people that actually,
and increasingly, this world is
getting more complex and more
sophisticated and they really do
need to stop, think, take proper
advice before they take the plunge
with these types of structures.”

Delivering advice and
structures across
multiple jurisdictions
It's all about working together,
according to one panellist,
addressing the issue of how
estate planning specialists at the
banks can work with the various
professionals to achieve the
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best outcomes for clients. “When
working with business succession,
there are likely to be multiple sets
of advisors,” they reported. “Take
a simple family with a Patriarch
who has two sons. In this case,
the patriarch may have his own
lawyers, accountants, bankers
and trustee, as might each of the
children. All of these advisors are
likely to need to be involved in the
succession planning.”

They said it is therefore vital that
the different experts have mutual
respect for one another and
recognise that just because one
advisor has a plan, it may not be
the best for all the family members.

Multiple jurisdictions are also
inherent in wealthy family
businesses, as there are likely

to be business units in multiple
jurisdictions as well as family
members living in all sorts of
different locations, all of which
have their own rules. “In these
situations, as with all estate
planning, it is important that

tax planning does not drive the
family succession, but that the
objectives, traditions, behaviour
and values of the family drive
these decisions,” a panellist
advised. “Once these have been
determined, the tax planning,
asset protection and timing of the
business succession can be more
effectively addressed.”

Disputes and how to
avoid them

On the issue of whether enough
is being done to mitigate or
avoid family disputes, a panellist
explained how trustees historically
(and many still today) see the
settlor as their ‘client/customer’
and they often forget that the
settlor actually hands over the
legal ownership of the assets

HOW EFFECTIVE IS THE WEALTH MANAGE-
MENT INDUSTRY IN ASIA IN REACHING OUT
ON THESE MATTERS OF ESTATE, LEGACY
AND SUCCESSION PLANNING TO THE NEXT
GENERATIONS IN ASIA, BEYOND THE FIRST/
FOUNDER GENERATION?

—

=

1% .

Outstanding

sa% (D

Good enough

45 (D

Not good enough

» 1% .

Really weak

IN YOUR VIEW ARE ASIAN PRIVATE CLIENTS
WILLING TO PAY THE NECESSARY FEES TO
BUILD REALLY THOROUGH WEALTH, SUCCES-
SION AND LEGACY PLANNING?

15%

0,
Definitely 27%

Still difficult to
persuade them

58%

Not yet, but
they are seeing
more need
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in trust to the trustee and the
trustees act in the best interest

of all beneficiaries and not only

to the wishes of the settlor. One
additional aspect to bear in mind
is that often trusts have Protectors
who play (or should play) an
important role as well.

Family feuds at the heart of big
companies such as Samsung show
the damage that can arise from
avoiding difficult conversations,
said one guest. Most families

say that there will be no family
disputes and an informal
arrangement is sufficient. A guest
said that patriarchs often tend to
believe that the next generation
‘know’ what they want and how
to putitin place. But sometimes
what one person might say, and
another person hears are very
often two totally different things.

“| see this on a personal level in my
own family,” this expert commented,
“with my mother, father and brother
perhaps having had a conversation
and a week later, | discuss it with

my brother and perhaps he has a
totally different recollection from
mine. Communication, reaching
agreement and documenting

that agreement is therefore key

to reducing the risk of family
disputes at a later stage. Itis
important to understand that
business succession is a dynamic
topic. Unfortunately, it is not just
enough to have one meeting

and think everything is sorted. It

is also important not to ‘force’ a
succession. The succession planning
needs to go through a series of
steps before the plan is even put
together to ensure it is a success.”

Another guest returned to

the importance of proper
communication of wishes. “The
trustees always go as per the

HOW EFFECTIVE IS THE WEALTH MANAGE-
MENT INDUSTRY IN ASIA IN WORKING WITH
THE LAWYERS, TRUSTEES AND OTHER PRO-
FESSIONAL ADVISORS TO ACTUALLY IMPLE-
MENT THEIR PLANS?

Outstanding ¢ 5% .

Good enough ¢ 20 (D

Notgood enough ¢ 30% (D

Reallyweak ¢ 3% '

Expert Opinion

KATE WEISS, Managing Director, New Zealand, Asi-
aciti Trust

“‘An independent fiduciary like Asiaciti Trust with
multi-jurisdictional expertise is well-placed as a
dependable resource to help business families ad-
dress these challenges. As a second generation
family-owned business founded in Asia, we take
a long-term view in our strategic decision making,
guided by our core principles and the needs of our
clients. Trust, breath of experience and deep ex-
pertise are critical considerations in the selection of
service providers.”

CLIFFORD NG, Partner (Hong Kong), Zhong Lun Law Firm

‘Is enough being done to mitigate or avoid family dis-
putes? Well, as a lawyer, parties will generally find that
avoiding disputes occurring in the first place cost much
less than resolving them after litigation or after the dis-
pute has surfaced in the relationship. Family disputes
often build up over many years and there is not a lot
of lawyers or other advisors who come on the scene
intermittently can do to help resolve things.
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wishes of the settlor, which is
obviously the binding bond and
the trust deed, and the more
informal guidance in the letters
of wishes,” he said. “But | can cite
one example where the settlor
had a long-established trust for
the benefit of his family, but he
made certain changes that he
never communicated with his
family. | suggested several times
that he might share the changes
with the wife and children, but he
did not. He had changed things to
exclude US beneficiaries, knowing
that one of his daughters was
going to move to the US, and then
he passed away due to Covid-19
and his daughter, suitably
lawyered up, was then coming

to us very disappointed. But the
settlor's wishes were hard coded
after the changes he made.”

He added that a positive to

come out of the pandemic, one
that is also in part driven by the
intensifying global regulatory
pressures, is increasing
rationalisation and consolidation
of structures. “A major positive
for us is fewer structures, fewer
trusts and better overall planning
and organisation,” he reported.

The Final word

A fascinating and highly
informative discussion closed
with panellists agreeing that these
are vital topics for Asia’s private
clients to address, and that it was
even more essential than ever
before for the combined expertise
of the wealth management and
professional services industries to
collaborate to help these clients
achieve the best thought out,

best designed and best executed
structures and solutions. m

IN YOUR EXPERIENCE, ARE ASIA’'S HNW AND
UHNW INDIVIDUALS AND FAMILIES ADDRESSING
THE KEY ISSUES PROPERLY AND ACHIEVING THE
RIGHT OUTCOMES FOR THEIR LEGACY AND SUC-
CESSION PLANNING AND STRUCTURES?

» As they are often only just discovering the issues, they have
a lot to learn still.

» Not yet, although they are slowly waking up to the need to
have a robust, future-proof structure in place. An offshore BVI
company is no longer sufficient as it was some decades ago.

» They are addressing these issues in a somewhat ad hoc
manner. They are not yet holistic in their approach.

» They are beginning to address the key issues properly but
a lot of first generation patriarchs may have originally had
fairly simplistic goals when thinking about the process. As
time has gone on, they will have had to perhaps modify/
rethink those rather simplistic plans.

» Inching ahead, but room for a lot of improvement.

» Yes, in Asia, HNW or UHNW clients are normally covered
by maybe 3-5 bankers, and most experienced bankers now
cover this topic professionally.

» | would say 50/50 and it's due to the culture of Asia's HNW/
and UHNW individuals and families as some of them have con-
cerns about establishing either a revocable or irrevocable trust.

» Less so in Asia than in other parts of the world (especial-
ly Europe) but that can be explained by the fact that the
wealth is not as old as in Europe. Nevertheless, the trend
is certainly towards a much deeper understanding of these
issues by Asian families.

» Progress yes, but these families still need time to get edu-
cated, and there is still a long way to go despite some major
advances in the past five years.

» Yes, they are increasingly consulting different professionals
in the respective areas to set up the structures properly.

»> Many of them are still on a learning curve, and slow. Asian
families tend to be more conservative and usually will just
follow the wishes of the patriarch or matriarch.

»> An increasing number of these families are taking this seri-
ously, but it remains our responsibility as advisors to ensure
they do and seek appropriate advice and solutions.
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» We find more and more families willing and able to address
the key issues and achieving the right outcomes with good
succession planning and suitable structures.

» It varies tremendously and is often also dictated by the abil-
ity of the wealth owners/generators to bring the younger
generations to the table.

» They essential element is obtaining professional advice, and
some are still not really willing to do that and to pay get
proper advice.

» In the past this has been more commodity driven, but many
families are now multi-jurisdictional and therefore are being
forced to consider the issues properly.

» Actually, in markets like Malaysia, we don't have the ex-
perts who know all the answers and what the clients should
do exactly.

» These HNW and UHNW families tend to be large in Asia
and increasingly want to set up succession planning and
structures to continue to achieve the right outcomes.

» If they are willing and open to take professional help then
yes but without it they sometimes don't see the bigger pic-
ture or can be somewhat naive in thinking that ‘everything
will just work out ok’

» This needs to be approached cautiously - money easily ob-
tained, especially that which is unearned, can have the habit
of corrupting, which lots of people fail to fully appreciate.

» It depends on the families and specific situations, and it
sometimes can be difficult to address key issues if there are
substantial internal family conflicts.

b

m‘hﬂ“m‘lw"lt '

» Asian clients normally need to take a long time in the com-
munication process in order to get the right structures for
their needs in the building of their succession plan.

ARE THE PRIVATE BANKS AND THE INDEPEN-
DENT WEALTH FIRMS PROVIDING ROBUST SUP-
PORT FOR THESE DEVELOPMENTS, OR ARE THEY
LAGGING BEHIND, AND WHY?

» They all play their respective roles, but it's never just one
source of information these clients require.

» Could be better, but the real challenge is for Asian clients
to become more open minded towards discussions.

» Yes, the private banks and independent wealth firms are
nowadays providing robust support.

partnership@hubbis.com | WhatsApp: +852 6370 3812 | ® hubbis | 14



HUBBIS DIGITAL DIALOGUE SERIES

pu

"poul JO.JJ

KA asn

]
=1
3
5
s
7
m
N
I
-
-
s
m

3sTed
asted

uorjesado JIad

X 9SN"poui JOJJ

: . Z HOUMIW,

|

anJ) = A asn*poll JOJISTE

9STe4 = Z 9SN"PoNi JOJJITE

»> We find that only very few banks are actually taking the initiative.

»> The independent wealth firms probably lag behind but that
does not mean that they cannot have a robust panel of trust-
ed third-party providers that they work with to fillin gaps.

»> Not exactly, because of many conflicts of interest.

»> Yes, they have poured more resources into trust, estate
and succession planning.

»> Most of the private wealth departments do not have the ex-
pertise to properly advise on this topic, but they can bring
along the external experts that clients need in order to be
comfortable to share information and build the right solu-
tions.

»> We think private banks and Independent Wealth firms are
providing robust support as they could see this scope of
business is the trend and could provide clients a one stop
solution and make the assets ‘stickier’, including for future
younger generations of clients.

»> They are seen as more proactive and supportive to address
to these important clients requirements. However, they still
have further room for improvement.

»> They need to be constantly upskilling themselves, and they need
to work more closely with the regulators and other authorities.

»> From our perspective, yes, the private banks and the inde-
pendent wealth firms are working closely with the profes-
sional firms to serve their clients nowadays on these im-
portant areas, as a core part of their mission and to protect
their futures as well.

»> They are lagging behind because they missed the point in
developing this solutions and focus solely on the transac-
tional revenues, rather than maintaining client relationships
for the longer-term. The short-term mentality needs to give
way to take private banking to what it was, which is to work
with clients for the longer-term.

»> They are more helpful certainly but still have an agen-
da. A separate succession expert, with relationship with
banks, trusts and wealth firms would probably provide
better support.

»> Certainly, private bankers and wealth managers can and
do play a very important role to help develop the families’
succession plans as they play a key role in the financial
management and planning, and oftentimes they actually
have a bigger picture view and better insights than other
individual professional services providers, such as law-
yers, trustees and so forth, who approach these matters
from their own angles.
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