PROTECT IT

Family Governance

The Rules Wealthy Families Write Down

Wealth without structure does not transfer — it scatters. Wealthy families have always
known this. They write down the rules: how money is used, who makes decisions,
what is expected of the next generation, and what the family stands for. That is not
gatekeeping. That is stewardship. And it is available to anyone who decides to build it.
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SECTION 1 — WHAT IT IS

Family governance is the set of agreements, values, and structures that determine how a family manages
shared wealth across generations. It answers the questions that a will and a trust cannot: not just who gets
what, but how the family operates around what it has built — the expectations, the decision-making process,
the boundaries, and the shared purpose that holds it together when money is involved.

Most families operate by assumption. They assume everyone knows what the money is for. They assume the
next generation shares their values around wealth. They assume decisions will be made fairly when the time
comes. Those assumptions are where generational wealth breaks down — not through bad intentions, but
through the absence of a written framework that survives the founder.

What Family Governance Is Not

It is not a legal document that restricts your family. It is not a way to control people from beyond the grave. It is
not only for families with tens of millions of dollars. And it is not a conversation reserved for some future stage
when you have enough. The families who build lasting wealth start this conversation early — while the founder
is present to shape it, while the values are still fresh, and while there is still time to build the habits and the
culture that will carry the wealth forward.

The Core Components of Family Governance

A family governance framework is built from several interconnected components. Not every family needs all of

them at the same stage — but every family building real wealth needs to have thought through each one.

COMPONENT WHAT IT COVERS WHY IT MATTERS

Family Mission & Values A written statement of what the family Creates shared identity and gives

Statement stands for, what wealth is meant to do in the next generation a framework —
the family, and what principles guide not just an inheritance.

financial decisions.

Family Constitution or Charter A more comprehensive document covering Prevents disputes by establishing
governance structure, decision-making agreed-upon rules before a conflict
authority, conflict resolution processes, exists to trigger them.

and family meeting cadence.

Wealth Education Plan An intentional approach to teaching the The generation that inherits wealth
next generation about money — how it without understanding it is the
works, how it was built, what it requires to generation that loses it.
sustain, and what responsible stewardship
looks like.
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Distribution Guidelines

Prenuptial Agreement Policy

Business Entry & Employment
Policy

Conflict Resolution Process

The Family Constitution

Family Governance — The Rules Wealthy Families Write Down

Written rules about how shared wealth or
trust distributions are used — education,
housing, business investment, personal
discretionary use — and any conditions
attached.

A family stance on prenuptial agreements
for members who marry into the family —
framed not as mistrust but as wealth
protection for all parties.

If the family has a business, written terms
for if and how family members can work in
or join the business — qualifications,
compensation, and accountability
standards.

A defined process for how family
disagreements around money or the
business are handled — including when
and how a neutral third party is brought in.

Prevents entitlement and ensures
that distributions serve the
long-term health of the family's
wealth, not just short-term wants.

Marriage is a legal contract that
affects asset ownership. A
prenuptial agreement protects
family wealth in the event of
divorce without requiring conflict at
that moment.

Prevents entitlement from entering
the business. Protects the business
from being used as a family
employment program at the
expense of performance.

Family conflict without a process
escalates into legal disputes. A
process keeps disagreements
inside the family.

The most comprehensive family governance tool is a family constitution — sometimes called a family
charter. It is not a legal document in the traditional sense, but it carries real authority because the family
has agreed to it. It covers the family's values, how decisions are made, who has authority over what, how
new members (spouses, adopted children) are integrated into family wealth conversations, and what
happens when someone violates the agreed-upon framework. Families that build one treat it as a living
document — reviewed and updated as the family grows and circumstances change.
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SECTION 2 — WHY IT MATTERS FOR YOU

The statistics on generational wealth transfer are well documented. The most commonly cited research
suggests that 70 percent of wealthy families lose their wealth by the second generation, and 90 percent by the
third. The primary cause is not bad investments or market downturns. It is the absence of communication,
preparation, and shared values around the wealth.

You are building something. The question is not just whether you can build it — it is whether it will still be there,
and still be working, two generations from now. That outcome does not happen automatically. It happens by
design.

The Specific Weight Entrepreneurs Carry

Many of the people building through PEG are the first in their families to accumulate significant wealth. That
comes with a specific set of pressures that family governance is uniquely positioned to address.

The expectation of access

When you are the first person in your family to have money, everyone in your orbit may assume that money is
available to them. Without a clear framework for how you give, lend, or invest in family members — and what
the terms are — every request becomes a negotiation, and every refusal becomes a conflict. Governance gives
you a structure to point to that is not personal.

The absence of inherited knowledge

Wealthy families pass down more than assets. They pass down financial literacy, investment philosophy, and
the language of wealth management. First-generation wealth builders often had to acquire that knowledge on
their own — and may not have had the opportunity to pass it deliberately to the next generation. A wealth
education plan inside a governance framework closes that gap.

The risk of survivor's guilt and over-giving

First-generation wealth builders sometimes give in ways that undermine the wealth they are building — out of
obligation, guilt, or a sense that their success is only legitimate if everyone around them benefits immediately.
Governance creates a framework for generosity that is sustainable and intentional, rather than reactive and
depleting.

The marriage and partnership question

As your wealth grows, who you partner with legally becomes a financial decision as much as a personal one. A
prenuptial agreement is not a prediction of failure — it is a legal acknowledgment that both parties are entering
the marriage with assets and intentions that deserve clarity. Families with governance frameworks approach
this as policy, not accusation. It removes the personal sting and makes it a standard practice.

WITHOUT GOVERNANCE WITH GOVERNANCE
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No defined giving policy — every request is A written framework for gifts, loans, and family investments —
personal and emotional requests are evaluated against the policy, not the relationship
Next generation receives assets with no context for Intentional wealth education built into family culture — the next
how they were built generation understands what they are inheriting and why

Family conflict around the business erupts when the Business entry and employment policies written in advance —

founder is gone conflict is resolved by the framework, not in a courtroom
Spouse enters a marriage with no clarity on shared Prenuptial policy is a family standard — it protects both parties
VS. separate assets and is not a personal statement about the relationship

Wealth transfers as a lump sum with no guidance Distribution guidelines inside the trust set terms and conditions
on how to steward it — wealth transfers with instructions, not just an amount

This Is Not About Control. It Is About Clarity.

The resistance to family governance usually comes from one place: it feels like distrust. Like you are telling
your children you do not believe in them, or telling a future spouse you expect the marriage to fail. That

framing is backwards. Governance is what you build because you trust the people in your family — and
because you respect them enough to give them a clear framework instead of a set of assumptions they
have to guess at. The families who have these conversations are not cold or transactional. They are
intentional. There is a difference.
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SECTION 3 — HOW IT FITS YOUR WEALTH PICTURE

Family governance is the layer that sits above every other protection tool in this pillar. The legal documents —
wills, trusts, buy-sell agreements — tell assets where to go. Family governance tells people how to operate
around those assets once they arrive. Without both, the legal structure is a container with no culture inside it.

Family Governance + Wills & Trusts

A trust can distribute assets. A family governance framework tells the trustees and beneficiaries how to think

about those assets — what they are for, what is expected of the people receiving them, and how disputes are
handled. The trust is the legal mechanism. Governance is the operating philosophy that makes the trust work
the way you intended over decades, not just at the moment of transfer.

Family Governance + Business Succession

If your succession plan transfers the business to a family member, governance determines whether that
transfer succeeds long-term. Who can work in the business and under what terms? What happens if the family
member who inherited ownership wants to sell? How are other family members who are not involved in the
business compensated for their share of family wealth? These are governance questions, and they need written
answers before the succession event triggers them.

Family Governance + Beneficiary Designations

When a life insurance policy or retirement account pays out to a beneficiary, there are no instructions attached
to that money. It arrives as a lump sum. Family governance — and specifically, a family wealth education plan
— is what determines whether the person receiving it has the context and the values to steward it well. The
legal transfer happens in a document. The preparation for that transfer happens in the family culture you build
while you are still here.

Family Governance + Real Estate and Investment Assets

If your estate includes real estate or investment portfolios that you want the family to hold and grow — not sell
immediately — governance determines whether that happens. Without shared values and a decision-making
structure, one family member who wants to liquidate can create enough pressure to force a sale that no one
else wanted. Governance gives the family a process for making those decisions collectively and in alignment
with the founder's original intention.

Where to Start — The First Conversations to Have
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You do not need a full family constitution on day one. You need to start having the conversations that will
eventually become one. Here is where to begin: What is this wealth for? Not just for you — for your family.
What do you want it to fund, protect, and enable across generations? What are your values around
money? Have you said them out loud to your children — not just modeled them, but named them? If you
give money to a family member, is it a gift or a loan? Do you expect it back? Under what terms? Having this
conversation now prevents conflict later. If your business were passed to a family member tomorrow, who
would that be — and do they know it? Have they been prepared for it? What is your position on prenuptial
agreements for yourself and for your children? Is that a conversation you have had openly in your family?
The answers to these questions are the beginning of your family governance framework. Write them down.
Revisit them every few years. Add structure as the wealth grows.

A Note on How PEG Handles This Topic

Family governance is not a legal specialty in the traditional sense — it sits at the intersection of estate
planning, family systems, financial planning, and personal values. The components that have legal weight
— trusts with distribution conditions, prenuptial agreements, business entry policies — require attorneys
and financial professionals to execute properly. The components that are about family culture — the
mission statement, the wealth education plan, the giving framework — are yours to build, with or without
professional help. PEG's role is to make sure you know this conversation exists and that you have the
framework to start it. What wealthy families have always known is now yours to know too.

This resource is part of the Protect It pillar inside Parlor Exchange Global membership. For expert sessions on family wealth planning and
legacy infrastructure, visit the PEP partner workshops inside your membership portal.
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