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AGENDA

Business Family & Family Business
Three-Circle Model
Crossing Generations

——

Governance
Family Conflicts
Family Wealth Management
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Family

Wealth
Business
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Meaning of Business
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Advantages in Family Business

=Family successors - hands-on training and early exposure to the business.
sSecurity of position —long term thinking, greater risk taking,

=Speed - faster decision making, less bureaucratic

=Family atmosphere - people first, built-in trust & family loyalty.

=Family name — reputation and community goodwill rather

sStrong relationship with stakeholders

=Personal attachment & more efforts go into the business
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Challenges in Family Business

=Getting family successors and employment terms for them
=Retiring family members

sWhen family shareholders want to exit

sAttracting, recruiting and retaining non-family professionals
="Funding for business expansion or during crisis

mGovernance in business deals with relatives & friends
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Three Circle Model
Business

Family




Family, Owners & Business

Family, owners and business have different goals, and actions
Family members’ interests can be different

Owners include family members, outside investors and
employee-owners. They want capital appreciation and

dividends.

Management and employees are concerned with business
performance, career opportunities & monetary rewards.
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Crossing Generations - G2 & G3

G2
=For the family and native
=Buy products for their utility
=They work for theirs
=|nclined to listen and follow rules
=Filial relationship with parents
="More attention spans
=Work for salary
="How to earn enough for basic needs
=\Women have to handle the family
=To work abroad to earn more money

s Accepted idea of paying dues

=Children to take over family business

G3
=For the nation and the world
=Buy products associated with a cause
sFeel entitled to have
="More rebellious
=Closer relationship with parents
| ess attention spans
=\Work for meaningful impact
="Have to earn lots of money for better life
=\Women have to handle the family and career
=To work abroad for experiential reasons

=To make an impact from the get-go

=Children can pursue their own dreams

11



|
é

) .
I il
||||.
‘lll |I| ‘|||
AR ‘
B\
X iil
nn |.
W W
2R R B .
NN
NMA
nn |'
ERER
(NN .
i mmmi
N\
l|||.
WY
TR .
NN
L\
[ || ,'
ERRR
(RN NN .
NN
NN
l‘||‘
WY
R R
nm
L
|1|"
E'RE'R
RN
NN
A A

Business Eras

Agricultural (Before 1800’s)

Industrial Revolution (1800’s)

Industrial Entrepreneurs (1800’s)
Production (1860’s —1920’s)

Sales (1920’s — 1940’s)

Marketing (1940’s — 1990’s)

Relationship Marketing (1990’s — 2010)
Social & Mobile Marketing (2010 — Present)
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Crossing Generation — Business

New business model deviates from old business model — not only changing
the rules of the game but the entire game itself, extending from adding value
to creating value, tangibles to intangibles.

Taxi vs

UBER

e Foundedin March 2009

* Taps on the big-data with a smartphone app and created a unified
marketplace that connects individual drivers with commuters.

 Transforms the taxi market for more than 200 cities around the
world, without owning a single car.

Hotels vs
airbnb

Since its inception in Aug 2008
An e-platform for people to lease out temporary accommodation to travellers
With over 1,000,000 listingsin 34,000 cities and 190 countries. 13
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Ownership

Legal
Owners

" Influential
Owners

Beneficial
- Owners
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Cross Generation — Ownership

Control and Ownership at early stage:

Retaining control during growth stage:
Pyramidal structure (via Family Investment Holding)
Dual-class shares (superior voting shares & limited shares) **
Cross ownership
Voting Caps
Golden shares
Staggered (or Classified) boards

Family grows with generations and new members:
Family Council
Family Trust
Shareholder Tree Pruning

** Facebook, Google, Groupon and Alibaba

15



What Your Life Should Be Like...
Jack Ma, founder of Alibaba Group

=Before you turn 20 years old, be a good student.
=Before you turn 30 years old, follow somebody.

=Between 30 and 40 years old, you need to think clearly whether you
want to work for yourself, if you really want to be an entrepreneur.

=\When you’re between 40 and 50 years old, you must do all the things
that you are good at.

=But when you are 50to 60 years old, work for the young people.

=\When you are over 60 years old, spend time on yourself.

16
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Why Family governance

= For family unity & harmony
= Facilitate communication & decision making
= Avoid legal disputes & family feuds

G2 & Beyond

= |nvolve more people & more complicated assets
= Multiple roles for family members
= Employment and compensation

17



Business & Family Structures

Family Council

Board of Directors

Holding
\
Compan

18
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Elements of Governance
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Agreements

Councils
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Accountability
Responsibility

Boundaries, Roles
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Tan Family Genogram

Dr Tan born in Quanzhou,

Fujian, China, 1930 Tan _ Lam
(84)
Henry - Willie = Lilly -+ Sam Raymond =~ Jerry Sunny
61) [ a9 | | 038)  (33) | (53) -[ (41) I

- Gl - early 80s
G2 - 40s - 60s
G3 - 0-mid 30s

Sources for Tan Family Genogram, Governance Structure & Luen Thai Group Structure:
- Luen Thai: governance for the Tan’s shared future. Coutts Institute, 2013
- Interview with Henry & Sunny Tan, Luen Thai Group, Egon Zehnder Int’l Inc., 2015
- Reuters, 20 Oct 2015 20



Tan Family Governance Structure
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IR O S e Family Members

Family Assembly Family Council
-
:
1
' Family Office
|
:
1 |
- I I I
|
|
: Health & Medical Education & Career Recreation
| Committee Committee Committee
I
|
1
1
|
|
|
1

e Connie Hui, non family member, heads the Family Office

*  Written Family Constitution as guide for the Family Council

e Annual Family Assembly with non-business family members

* Each Committee comprises 2G & 3G, meets 3 to 4 times yearly




Luen Thai Group Structure

Family Wealth: managed by Dr Tan & 2G:

Luen Thai Enterprises

- Dr Tan, Chairman
- Henry, eldest son, Deputy Chairman
- WI"Ie, 2nd son, CEO LTE Luen Thai Fishing Venture® ~ —
- Sam, son-in-law, COO & President, LTFV
- Raymond, 3'4 son, President,

Luen Thai Int’l Group Ltd, subsidiary of LTHL

Luen Thai Footwear —

Luen Thai Land —

- Jerry, 4th so n, President, TH Skechers China Ltd —
-Sun ny, 5th son, CFO LTHL Skechers Hong Kong Ltd —
Century Tours —

Luen Thai Holding Limited (LTHL): Mariana Express Lines* ~ —

- Apparel business
- Listed HKSE 2004
- 30-40% Independent Directors

Luxe Brands —

Luen Thai Enterprise (LTE):
- Ventures in China

Tan Holding (TH):
- Ventures in Micronesia

* Companies under both Luen Thai Enterprises and Tan Holdings.

Source: Consolidated from the webpages http://www.
luenthaienterprises.com/about_lte.php?sub=oc and http://www.
tanholdings.com/index.php/sbu/
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Family Conflicts - Power & Money

* Parents
e Seniors
* Wife

* Children
* Siblings

e Peers

 Partners
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Family Conflicts - Yung Kee

* Founder started business in 1938.

 Family feud erupted after founder died in 2004.
 Eldest son 35%, Mother 10% =45%

« 2ndgon 35%, 3'9son (died in 2007) 10%, Sister 10% = 55%

* In 2010, eldest son went to court to force 2"dson to buy his
shares for HK$950 mil or liquidate the company. 2"9 son rejected
the deal.

* Eldest son passed away in 2012.

* InDec 2015 (liquidation deadline), 2"¥ son offered HKS$1.1 billion

for the shares. But eldest son’s family wanted HK1.3 billion.
24
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#6 1 k.
Family Conflict — Yeo Hiap Seng

Founder started making soya sauce in Fujian, China in 1901.

Founder came to Singapore in the 1930s and set up YHS in 1935.

Founder passed away in 1960.

YHS went public in 1969 & became too large to be run as a family business.
YHS made its first loss in 1991 because of its U.S. subsidiary.

A power struggle within YHS with the family divided.

The court ruled to split the family holding company.

A family feud ended three generations of family unity.

25



How to ESCAPE Family Conflicts

*Education
*Structure
*Communication
*Allocation
*Parenting
*Empathy
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Education

Marriage

Parenting

Career Building

Letting Go

Rewirement (Retirement)
Ageing

Business

Wealth Management
Conflict Management
Communication



* Nuclear

* Extended

* Single Parent
e Transnational
* Multi-racial

* Blended

* Adoptive

e Co-custody

e Gay or Lesbian

Business

Legal
Corporate
Assets
Capital
Financial
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Written Communication

UK ] P2

(BTng) (Hé) (Zheng)

Ice River Steam

Two drops Three drops Four drops
water (cold)  water (normal) water (hot / fire)
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Why “£6.” (Fish) was written with 3 points?

One interpretation: “Emperor Kangxi couldn’t bear to see the
fish boiled in fire, hence, he wrote “fa”(Fish) with three points,
showing his kindness and letting the fish live in water”.

Factors affecting Communication:

West Lake, Hangzhou, China, Status, Confidence, Environment,
“Hua gang guan yu”,

by Emperor Kang Xi (5 EE)

Love, Care & Trust




“The most important thing in communication is to
hear what isn't being said.”

Peter F. Drucker




“Earth provides enough to satisfy every man’s
need, but not every man’s greed.”

Mahatma Gandhi
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“If you have good kids, giving any amount of
wealth to them would be fair and sufficient.”
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Equal & Fair




Parenting

fLetik3

kong rong rang li

Kong Rong gave away pears
(Kong Rong chose the smallest pear,
gave the bigger pears to his elder brothers and younger brother)

Love, care, respect, humility, compromise, share benefits




Family Values
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B En £ Zhang LY i Jian
Gratitude Growth Discuss Health



Empathy (not Sympathy)




Endurance

(Rén)

A4 (Bai rén chéng jin)
Endurance turning into gold
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Evolution of Family Wealth
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Food

From basic needs To pursuing passions,
on food & shelter values & rainbows
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Evolution of Business Family

Family Business Investing Philanthropic
Business Family ' Family ' Family
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Major Concerns

= |oss of assets
= Division & stewardship of family wealth
= Ownership & management in family business

= Beneficiaries’ spendthrift & special needs
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Family Wealth Management

= Retain - family business
" |nvest - equities, bonds, real assets, etc.
= Give - philanthropy

= Spend - overseas living, holidays, education, etc.
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A Banyan grows by spreading out its crown, and when it is sufficiently established would lower down
little experimental roots to touch and explore the ground beneath. Once these roots find fertile soil, they
would dig deeper, and transform into new trunks, whilst the rest of the tree continues growing and
exploring, seeking for newer niches to establish itself in.

So the treeis able to support itself even if one or two trunks fail. In effect, no trunk gets left out, for all is
part of the tree, but the tree would never die being without any one of its trunks either. It would live still

on, even with the passing of one trunk, for it still sustains and is sustained by many more...
By Bryan Cheong
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Andrew Carnegie

“The parent who leaves
his son enormous wealth
generally deadens the
talents and energies of the
son, and tempts him to
lead a less useful and less
worthy life than he
otherwise would.”
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FEW Trust

Family

Education

Welfare

“Love all, trust a few, do wrong to none’

William Shakespeare

)
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“Family harmony brings prosperity to everything”
FHMFFEM (Jia Hé Wan Shi Xing)

Housing fora Effective stronghold
community of equals for defense
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Meaning of Harmony in Family

Hé Hé

An ancient Chinese Grain

musical instrument

Hé
Balance & Order
Respect & Appreciation
Coexistence & Cooperation
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