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Business

President, Predictable Futures Inc.
Just as companies have boards of
directors to steer the business at an
Ownership
Family
overall level, families who are in business
benefit from having a kind of “board
for the family.” Of course, the structure,
functions, participation and focus are
integrate decisions of the family, the
quite different for the family group
business, and ownership.
than the company board. However, the
Most families we work with hold Family
complexities of a family in business
Councils (the most common name we
creates a greater need for joint decision
see given to these governing groups)
making than a family whose lives are not
twice a year, or quarterly at most. Once
intertwined with an enterprise.
a year is better than nothing, but lacks
This is not restricted to families with
the frequency needed to get a sense
operating companies only. It can
of momentum (or even remember
extend to family businesses where
what was talked about last time!). Like
the assets are in other forms too –
most good meetings, Family Councils
real estate, financial assets, and so
benefit from having a clear agenda, a
on. This is because the complexity is
chair person leading the meeting, and
not driven solely by the nature of the
minutes taken/distributed.
business, but rather by the need to

Topics that form these (typically half
day) meetings can include:
•

discussion around estate plans
of the parents, and others in the
family – ensuring everyone is
protected, and there is clarity and
effective planning in place

•

understanding the value of willrelated documents, such as Power
of Attorney and Personal Directives

•

development of a Family
Employment Policy (the rules for
family members entering and
working within the business)

•

financial literacy for next generation
family members (mortgages, debt,
investments, etc)

•

discussions of family and
individual philanthropy

continued on page 4...
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pre-work or planning. Keeping these
meetings as frictionless as possible is
an important factor in success.

ADVISORY BOARDS
For many businesses, when the
owners first start to consider the idea
of governance and boards, the topic is
one they do not have a lot of first-hand
experience in. As a result, there can
be some fear and trepidation due to
a lack of understanding and gaps in
knowledge. There can also be some
misinformation that has crept into the
owner’s thinking – ideas around loss
of control, cost and the amount of
time such processes take.
A board process – simply put – can
help create better leadership for the
business, and assist the enterprise
navigate new or challenging
circumstances, better than it would with
only the owner making the decisions.
The owners I meet are all absolutely
smart people, and generally very hardworking. However, no one person is
ever as smart as a great team.
Having a board allows the owner
to pick their “team” and creates
a disciplined process that – with
minimal time and energy – ensures
the business maintains good focus
on the big picture, and gets traction
on the key issues that prepares
it to meet the future as well as it
can. This could mean dealing with
succession issues, investments for
growth, risk management, the sale
of the company, or a myriad of other
strategic issues and concerns.
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Most companies we work with choose
to work with an Advisory Board as
their first foray into the world of
governance. The cost is lower, the
commitment of the board members
is generally no less, and there is
absolute certainty that the owner
in every regard maintains control of
decision-making. This last point is
often very important to entrepreneurs
who have had success because of
the quality of their decision-making
over time, and are unlikely to hand
that over at the very beginning of their
governance experience.

A board process – simply
put – can help create
better leadership for
the business, and assist
the enterprise navigate
new or challenging
circumstances.
Most Advisory Boards meet 4-5
times per year, or once a quarter. This
is often enough to ensure traction
is maintained, but not so frequent
to distract management from the
crucial day to day work of running
the business. Meetings are generally
half a day, and most Advisory Boards
I know work very hard to ensure the
meetings do not require inordinate

However, being frictionless does not
mean that the process does not have a
big impact. One of the most concerns I
hear from owners is that they know that
they need to attend to issues which are
important, but not necessarily urgent.
However, the tyranny of the day-to-day
tends to distract them, and long periods
of time can ensue until the important
issue also becomes urgent and must be
dealt with. Unfortunately, in the interim,
often much time has been lost, and
too often, so are opportunities to make
better decisions.
Most Advisory Boards we set up have
a small group of internal directors,
and 2-3 excellent external directors.
The internal directors may be owners
(and may or may not all be working
in the business actively), and may
also include successors. Sometimes,
the current leader of the company
(who may or may not be an owner) is
included. A board size of 4-8 is usually
sufficient to get the most out of the
process, without becoming onerous in
terms of management or cost.
The great thing about having an
Advisory Board is that you get the
wisdom from outside the company as
well as the inside view. The external
members have the objectivity needed
to ensure those inside the firm have
a good perspective, and – assuming
they are independent members (not
otherwise working for the firm) – they
can give great advice to help the
owner and management team work
on the tough issues.
The Advisory Board is also
instrumental in giving guidance on
how to professionalize the company
and move to the next level. Most
entrepreneurs recognize that the
next 10 years of the business will not
be like the last 10 years, and while
they may still have the passion to
lead into that future, they will benefit
from of additional eyes, wisdom and
experience of others who have worked
in companies already at the next level.

RISK MANAGEMENT IN
FAMILY BUSINESS
(Adapted from “Risk Management: A
Multi-Faceted Challenge” in The Family
Business Advisor, Sept 2019)

THE VALUE OF AN
OWNERSHIP COUNCIL

Businesses flourish (or fail) by taking
risks. Historically, risk management
largely revolved around financial risks
but protecting family businesses
includes much more.
Market Risk

For businesses where there is more
than one owner – and especially for
firms with partners – there is always
an ongoing need for a mechanism
to make decisions at the ownership
level on topics which tend to be quite
different than those made at the
management (day-to-day) level.
Examples of this might include
topics such as Dividend Policy, CEO
Succession, capital planning, risk
tolerance for investors, and corporate
return and performance expectations.
Unfortunately, many businesses lack
any kind of clear forum or process
for these kinds of critical decisions.
Owners may meet as shareholders
from time to time, but meetings often
lack direction, with no designated
chair or agenda, and no clear and
agreed decision-making process. Not
surprisingly, such meetings are more a
frustration than a help!
The Ownership Council (OC) is a way for
joint shareholders to have a clear and
functional way to tackle these kinds of
shareholder topics. The OC in some
ways parallels the other governance
mechanisms in the family business
model, with the Family Council providing
a governance process for the family,
while the Board (advisory or fiduciary)
can provide a governance process for
management and the company.
It is recommended that Owner
Councils meet quarterly, usually

in advance of the company Board
meetings. This allows the owners to
discuss the topics which are coming
up at the Board level, and to provide
input to key decisions, based on
shareholder expectations. Like a
company Board, the OC benefits from
an outside, independent (non-voting)
chairperson, and agendas and minutes
are kept. Decisions are typically
worked through on a consensus
basis, and when consensus cannot
be reached, they vote (open votes –
not secret ballots). The Unanimous
Shareholder Agreement (USA) can
be referenced for decision making
questions. This means that issues
are tabled in a disciplined way, and
decisions are made on a timely basis.

Issues are tabled in a
disciplined way, and decisions
are made on a timely basis.
Adding an Ownership Council often
results in much greater traction for
owners, and better input from the
owners to the Advisory Board, since
they as a group are now unified on
key issues going into each meeting.
An Ownership Council helps unify
shareholder leadership, thereby
protecting the value in the business,
and guiding critical discussions which
relate to company growth, leadership,
strategy, profitability and risk.

Market risk involves risks external to
the business beyond management
control. Being responsive to market
risks has enormous power to weather
the assault, when resources can dry
up in the scramble to react.
Credit Risk
Credit risk exists when you have
difficulty meeting your financial
obligations, to lenders who may
restrict capital availability when it is
most needed.
Operational Risk
Operational risk is linked to day to day
execution. There are many such risks
in any business, which can include:
talent, reputation, culture, customers,
suppliers and systems/ processes.
Shareholder Alignment Risks
The most significant risk to many
businesses is weak alignment among
shareholders on expectations from
the business. For management
to execute well on strategy, there
must be clarity on key parameters.
Shareholders reduce risk by
establishing what they envision
as optimal growth, return, risk and
liquidity. This is especially crucial
when the number of shareholders
grow, or with transition from one
group to another.

PREDICTABLE FUTURES INC.
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Family Councils
continued from page 1
•

ongoing conversations on transition
and succession of leadership and
ownership of the enterprise

•

determining what the values of
the family are to be passed on to
successive generations

•

fun ways to connect – gatherings
and trips to bond the family,
especially as it grows

•

and on and on – there are enough
topics to create agendas for
years of family meetings; all of
which are aimed at developing
closeness in the family (and often
families, as the group gets larger
over time) and reducing points
of conflict as the family works
through issues related to the
business and ownership.

Some families prefer to use an outside
facilitator, while others like to rotate
the chair around the family to develop
skills across the group. If there is an
area of tension or conflict to be worked
through, this is often when an objective
third-party facilitator can add real
value, by freeing up family members
to engage in the discussion without
having to manage the conversation.
Such a facilitator can also help by
remaining neutral and adjudicating
differing perspectives within the family.

Family in business creates
a greater need for joint
decision making.
We recommend including as many
family members as reasonably
feasible. For example, in laws and
common law partners should be
included if possible, to ensure
everyone hears the same information
and has an opportunity for input
(they will hear it filtered otherwise,
and not feel like their voice is heard).
Excluding family members sends a
powerful message, and often not a
positive one. Even relatively young
family members (10-16) can be
included for some portions of the
meetings, with the topics selected
and designed to engage them – such
as philanthropy (giving and working in
social enterprises in the community),
working in the business (summer
jobs), saving and spending, and so on.
Family Councils are an amazing gift to
the family, and provide an excellent
place to discuss family issues that
impact the business, as well as
business issues that affect the family.
Holding them regularly creates better
communication and trust inside the
family, which then can spill over in a
positive way into the business.

PFI OUT
AND ABOUT

Top: Gordon Wusyk and Mark Szabo at the
Energy Disruptors Conference in Calgary.
Bottom: Gregg Becker with the dancers from
Ballet Edmonton at rehearsal

For further information on any of the content
in this newsletter, or to be added to or
deleted from our mailing list, please contact:

BE MERRY WITH BALLET EDMONTON!
DECEMBER 12 - 14

PH: 780.702.2499 FAX: 780.428.1410
info@predictablefutures.com
This year we have partnered with
Ballet Edmonton to help them
create original dance performances
in Edmonton. Ballet Edmonton’s
December performance is a fun
evening of music, dance and song.
This isn’t your grandma’s ballet,
so they say, and this definitely
isn’t the Nutcracker. Use code
19PRFUT5OFF20 for 15% off your
ticket at balletedmonton.ca.
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Predictable Futures Inc.
11630 Kingsway Avenue, Edmonton, AB
T5G 0X5

We are proud to invest our
time, talent and treasure in
these organizations.

We are always happy to assist others with their
transition issues, and appreciate your referrals.

