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Importance of Family Business in the World

Family Businesses create more than 70% of global GDP annually
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Importance of Family Business in the World (continued)

Between 50% - 80% of jobs in the majority of countries worldwide

are in Family Businesses
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Family Businesses perform well...

Credit Suisse Family Index (USD): Performance Chart

Performance Chart (rebased for comparison purposes)
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* The Credit Suisse Family Index
offers diversified exposure to 40
stocks in a variety of European and
US industries

* Companies in this index must have
strong family and/or management
ownership links to support the thesis
that they are managed for long term
wealth creation.

(Source: Credit Suisse, Family Index |
http://holtindex.credit-
suisse.com/html/CSFAM_chart.html)
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... and when economy slumps, far outshine their peers

= Average long-term financial
performance is higher for family
businesses than for nonfamily
businesses

» During good economic times, family-
run companies don’'t earn as much
money as non-family-run companies

= When the economy slumps, family
firms perform better

15% AVERAGE RETURN
QM EQUITY OF
FAMILY BUSINESSES

12%

w
T

AVERAGE
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GDP GROWTH (WORLD)

3%

2003-2007 2008-2009
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-3%

Sample: 149 publicly traded, family-controlled businesses with revenues of more than
$1 billion (globally) compared to the group of non-family controlled companies from the
same countries and sectors.

(Source: Harvard Business Review, ‘What you can learn from Family Businesses’, Nov 2012 | https://hbr.org/2012/11/what-you-can-learn-from-family-business)
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Worlds biggest corporations claim their Family Business

roots and values

MARS

We build our future on our family Our rich history evolved from our roots in
business foundation. chocolate to a diverse global privately owned
The “family” value makes us unique. We bu3|ne§s encompassing petcare, gum :_;md .
) . . confections, food, drinks and symbioscience, is
build our future on a solid foundation. .
underscored by the guidance of the Mars
Since 1876, the year Henkel was founded, the family and our principles-led approach.

Henkel family has shown a strong commitment
to the company. The family provides us the
opportunity to operate in the long term. It also
supports us when we have to make difficult
strategic decisions. We are committed to leading
Henkel with an entrepreneurial spirit, which has
been a strong characteristic since our
foundation, and that is what ultimately makes the
difference in the marketplace.

(Source: www.henkel.com | www.mars.com)
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And still no clear definition
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What is a ‘Family Business’?

Family Business Definition

Family businesses can be defined as a business in which:

» The family has effective control over strategic direction of the business;

» The business contributes significantly to the family’s wealth, income, or identity.

Criteria
A business can be classified as a ‘family business’, if the family meets any of the following criteria:

Percentage of ownership/voting control,

Power over strategic direction of business;

Involvement of multiple generations VS 15t generation;

Active management by family members, and

Desire or intent to remain a Family Business.

© 2015 KPMG International Cooperative (‘KPMG International”), a Swiss entity. Member firms of the KPMG network of independent firms are affiliated with KPMG International. KPMG International provides no client services. No member firm has 10
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EU definition of Family Business

Eumorean Commission

A firm, of any size, is a family business, if:

1. The majority of decision-making rights is in the possession of the natural person(s) who
established the firm, or in the possession of the natural person(s) who has/have acquired the
share capital of the firm, or in the possession of their spouses, parents, child or children’s direct
heirs.

2. The majority of decision-making rights are indirect or direct.
3. At least one representative of the family or kin is formally involved in the governance of the firm.

4. Listed companies meet the definition of family enterprise if the person who established or
acquired the firm (share capital) or their families or descendants possess 25 per cent of the
decision-making rights mandated by their share capital.

(Source: European Commission, Final Report of the Family Business Expert Group, 2009)
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5 key success factors of a Family Business

Business’
success
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5 key success factors of a Family Business (continued)

Family business’ success factors

Family Businesses think in generation perspective

FAMILY Businesses’ longevity:
» Australia | Average age - 32 years
» US| Average age - 24 years

Long term  China | Average age - 24.5 years

vision

NON-FAMILY Businesses:

| always say that [the family * Over the_t last 50 years, the average lifespan of S&P 500
business] is like the relay race: companies has shrunk from around 60 years to closer to

someone passes you the baton and 18 years.
then you pass it on to someone else.

We say that we didn’t get the

company from my parents; we are

borrowing it from our children. And

this is important. We are thinking of

how it affects our offspring. We don’t

think in quarters, we think in

generations.”

Mario Preve, Chairman of Riso Gallo, an
Italian rice producer since 1845

© 2015 KPMG International Cooperative (‘KPMG International”), a Swiss entity. Member firms of the KPMG network of independent firms are affiliated with KPMG International. KPMG International provides no client services. No member firm has 14
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5 key success factors of a Family Business (continued)

Family business’ success factors

Europe

Family Business’ Investment split
54%

O A
21% Investments In

S Oon core i
Focu core business

business Investments in
diversification

Family Businesses
are less diversified ... Worldwide

... focus on core

business and related
know-how * 2% - diversification/expansion in new sectors

Family Business’ priority short-term financing needs:

* 88% - corebusiness
(including 39% - day-to-day operations; 32% - organic growth;
17% - development of new/improved product/services)

(Source: 3d EFB-KPMG Family Business Barometer ‘A more confident outlook’, Dec 2014 | KPMG Global Family Business Survey 2014, Sept 2014 | www.kpmg.com/familybusinesssurvey)
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5 key success factors of a Family Business (continued)

Family business’ success factors

Annual turnover is lower in Family Businesses

NON-Family Business
Family Business

Values / Focus 0% 11%

on people Annual turnover Annual turnover

Family Businesses retain Family Businesses invest more in education

better talent.... Family Business

Family Businesses do not

rely on financial incentives €885 NON-Family Business
—they focus on creating a a year / per €336
pulture_ of commitment — employee a year / per
invest in people

employee

(Source: Harvard Business Review ‘What you can learn from Family Businesses’, Nov 2012 | https://hbr.org/2012/11/what-you-can-learn-from-family-business)

© 2015 KPMG International Cooperative (‘KPMG International”), a Swiss entity. Member firms of the KPMG network of independent firms are affiliated with KPMG International. KPMG International provides no client services. No member firm has 16
any authority to obligate or bind KPMG International or any other member firm vis-a-vis third parties, nor does KPMG International have any such authority to obligate or bind any member firm. All rights reserved.


https://hbr.org/2012/11/what-you-can-learn-from-family-business%23signin

5 key success factors of a Family Business (continued)

Family business’ success factors

European Family Businesses

Confident in the future: /%0 in Dec 2014 vS 5490 in Dec 2013

* Increased turnover (in last 6 months): 549 in pec 2014 vs 4490 in Dec 2013
(22% increase)

Confidence in . Increased staff (in the last 6 months): 4 8% in Dec 2014 VS 40%0 in Dec 2013
future (20% increase)

« Plan new investments: 36%0 in Dec 2014 Vs /9% in Dec 2013 (9% increase)

Family Businesses are

increasingly confident European Businesses (in general)

about the future...
» Confidence: 54% of European investors are more confident about

investment returns in 2014 than they were in 2014
* GDP: Q32014 - 0.8% increase (compared to Q3 2013)
 Employment: Q2 2014 — 0.2% increase (compared to Q3 2013)
* Investments: Q2 2014 — 0.5% increase (compared to Q2 2013)

... more than businesses
overall.

(Source: 3d EFB-KPMG Family Business Barometer ‘A more confident outlook’, Dec 2014 | European Commission, Key Indicators for the Euro Area)
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5 key success factors of a Family Business (continued)

Family business’ success factors

HBR Study from 2001 to 2009 revealed:

NON-Family Business
Family Business

Debt accounted for Debt accounted for

37 47%

of the capital of the capital

More equity /

less debt

Lower owels ol financial leverago . .

Midian detl-o-equity ratfio, %

40 Benchmark of peer ... and & lower cost of debi
companies’
Family Businesses tend " e e ot rdon
to have lower levels of " ors v o iy e

financial leverage and a o Farily
lower cost of debt. % \///\‘/ ptesses
They associate debt with L

fragility and risk - debt 1

means having less room 5
to maneuver if a setback 0 - :

18688 1999 2000 2001 202 203 2004 2005 Z006 2007 2008
OCCurs.

(Source: Harvard Business Review, ‘What you can learn from Family Businesses’, Nov 2012 | https://hbr.org/2012/11/what-you-can-learn-from-family-business |
McKinsey & Company, ‘The five attributes of enduring family businesses’, Jan 2010
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Family Business is
UNIQUE and SPECIFIC
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face?




Major issues Family Businesses are facing

Survival & - People & Skills Access to
Succession Finance

1
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B
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Hot Issue | Governance

European Family Business Barometers

3'd European Family
Business Barometer:
a more confident
outlook

December 2014

(http://www.kpmagfamilybusiness.com/e
uropean-family-business-barometer-
confident-outlook/ )
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Hot Issue | Governance (continued)

Family Business Issues
87%

consider important good governance structures and process in place
1st in the list of priorities

Family

Businesses

are increasingly
thinking of various
Governance issues

Having good governance structures
and processes in place

Dec 2013 June 2014 Dec 2014

12%

t
of a non-family CED

but retaining family

ownership/control

mimportant =neutral ' notimportant

(Source: 3d EFB-KPMG Family Business Barometer ‘A more confident outlook’)
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Hot Issue | Governance (continued)

Family Business Issues

Owners

Family Management

\Management
put
N\

N

Management

The Family Balance Point . The Enterprise Balance Point

_________________________________________

CEO CEO

Chief Emotional Officer Chief Executive Officer
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Hot Issue | Survival & Succession

Survival & Succession
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Hot Issue | Survival & Succession (continued)

1st generation

Sl BUT many Family

Businesses .
Businesses are
3 OO/ acquired by Family
0 Business groups
~
of Family Businesses
survive into the 1 2%
second generation 3%
of Family Businesses
are still viable into the of all Family
third generation Businesses operate
into the fourth
generation or beyond
1st generation 2"d generation 3'd generation 4™ + generation

(Source: Family Business Institute | http://www.familybusinessinstitute.com)
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Hot Issue | Survival & Succession (continued)

82%

il consider important ‘preparing & training a succession
Family . . ,
before leadership succession takes place

Businesses
understand

the importance of
SUCCESSION

Preparing and training a successor beiore
leadership succession takes place

Dec 2013 June 2014 Dec 2014

13% 6% 6%

a el

Eimportant mneutral © notimportant

(Source: 3d EFB-KPMG Family Business Barometer ‘A more confident outlook’)
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Hot Issue | Survival & Succession (continued)

Family

Businesses

are ready

to plan
transmission of the
Business

22%

Passing the
ownership of the
business to the next
generation

(Source: 3d EFB-KPMG Family Business Barometer ‘A more confident outlook’, Dec 2014)

249,

Passing the
management of the
business to the next
generation
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Hot Issue | Survival & Succession (continued)

“One day, my son, it will all be
yours... Provided my father
gives it to me”

(Source: Danco/Jonovic: Someday it'll all Be.. who's?)
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Hot Issue | Survival & Succession (continued)

Begin ASAP!

as soon as you are
50 years old and...

... take your timel!!!
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Hot Issue | People & Skills

People & Skills
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Hot Issue | People & Skills (continued)

A

A growing trend -
‘WAR FOR TALENT’

42%
36%

23%

e

Dec 2013 Jun 2014 Dec 2014

‘War for talent’ / gaining

A

DAVOS 2015 #1 hot topic
— Income Inequality

The delegates agree that
unfortunately this will not close in
the short-term and is likely to
trigger further social and political
tensions going forward.

less inequality
< L

less social tension

< >

higher business performance

A

Conflicts among family
members hinder
the Family Business growth

43%

of HNWIs surveyed indicate
possibility of conflict/drama
among family members as the
main factor that have/might
discourage from investing
directly in family business

skilled staff
mvos (Source: KPMG Global Family Business Survey 2014,
(Source: 3d EFB-KPMG Family Business Barometer ‘A more confident outlook’) — 2016— Sept 2014 | www.kpmg.com/familybusinesssurvey)
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Hot Issue | Access to Finance

Access to Finance

KPMG Global Family Business Survey
September 2014

‘Family matters.
Financing Family
Business growth

through individual
investors’

(www.kpmg.com/familybusinesssurvey)
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Hot Issue | Access to Finance (continued)

Family Businesses

Look for new investments for growth &
development

SS%
currently Provide investment with reasonable level of risk &

seek external good capital security
financing

Are afraid to lose control, value personal relations
and need external advice

(Source: KPMG Global Family Business Survey 2014, Sept 2014 | www.kpmg.com/familybusinesssurvey)
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Hot Issue | Access to Finance (continued)

How does your Family Business usually finance its projects?

o W
From internal profits (auto financing) m m 164

Traditional sources of finance
(Bank loans & Internal profits)
become less popular

(Source: KPMG Global Family Business Survey 2014, Sept 2014 | www.kpmg.com/familybusinesssurvey)
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Hot Issue | Access to Finance (continued)

How does your Family Business usually finance its projects?

Bank debt 14«

16+

From internal profits {auto financing)

Banks are too rigid and go strictly by the
Bank debt becomes book, not considering any emotional
harder to secure sentiments that may be attached to the

business. We have had too many failed

transactions with them as they expect
evidence for everything.

(Source: KPMG Global Family Business Survey 2014, Sept 2014 | www.kpmg.com/familybusinesssurvey)
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Hot Issue | Access to Finance (continued)

How does your Family Business usually finance its projects?

14«

From internal profits (auto financing) 1

18

Nearly 3/4 of
companies state that the
current economic climate
has had an impact on their
ability to finance their
projects through bank loans

Has the current economic climate influenced your
ability to finance your projects via bank loans?

383
269

Very significant Some impact No impact
significant impac
impac
(Source: KPMG Global Family Business Survey 2014, Sept 2014 | www.kpmg.com/familybusinesssurvey)
© 2015 KPMG International Cooperative (‘KPMG International”), a Swiss entity. Member firms of the KPMG network of independent firms are affiliated with KPMG International. KPMG International provides no client services. No member firm has 37

any authority to obligate or bind KPMG International or any other member firm vis-a-vis third parties, nor does KPMG International have any such authority to obligate or bind any member firm. All rights reserved.


http://www.kpmg.com/Global/en/topics/managing-your-family-business/family-business/Pages/financing-family-business-growth-through-individual-investors.aspx

Hot Issue | Access to Finance (continued)

Family Businesses High-net-worth individuals (HNWIs) |\ NA

Look for new investments for growth &

o- b Y development
Search for new investment opportunities & aim at 13.7
S8 %

diversifying their investment portfolio W
million
currently

~ Provide investment with reasonable level of risk & worldwide
seek external good capital security
financing

USSS3

Are patient investors with long-term view & are not Rl | He 1 B E R
focused on a rapid exit

Are afraid to lose control, value personal relations Are trusted partners often with family business

and need external advice experience; they treat information with discretion and
are ready to offer their expertise

(Source: KPMG Global Family Business Survey 2014, Sept 2014 | www.kpmg.com/familybusinesssurvey)
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Hot Issue | Access to Finance (continued)

Family Business Issues

High-net-worth individuals (HNWIs) &

= /0% invest directly in other companies

» Target mostly mid-sized companies (68%) and small companies (62%) @

= For investments 56 %0 prefer Family Businesses VS 25% - 13" :
NON-Family businesses million

0 . - . . . _ worldwide

= 629%0 are interested in investing directly in Family Businesses

» |n investment partnership look for long-term orientation towards USSS53
mvestment returns and moderate appetite for business trillion wealth*
risk/returns

(Source: KPMG Global Family Business Survey 2014, Sept 2014 | www.kpmg.com/familybusinesssurvey)
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Hot Issue | Access to Finance (continued)

&
Family Businesses -\ A4 / HNWIs

of Family | - of High-net-worth 7t
Businesses individuals have

have previously previously

raised financing invested directly in

with HNWIs - a Family Business - -
No 3 L ’

929%, 95%,

of those consider this of those have rated the
experience positive experience as positive

(Source: KPMG Global Family Business Survey 2014, Sept 2014 | www.kpmg.com/familybusinesssurvey)
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cutting through complexity

Polling Questions




Polling Questions

S

#1 How does your family business usually finance its projects?
(please select up to three most important)

From internal profits (auto financing) 28+ ) |m 16 62%

Private equity/venture capital m 1& 15% 49%

Sale of bonds  [¥8 H 132 24%

Direct investment from high-net-worth  FERE
TELL THveSUlls : g 'y - 0
individuals L» h 3% 22%

Direct investment from other o
family businesses 9 a % 21%
IPO/secondary public offerings 6« ﬁ 102 20%

Family members subscribing to bonds/ .
HISHIUE! > UL JITIL J ! ; 15%
investing in equity 4% g‘: 9%

Mortgage of receivables/physical assets

=43
B Most important [ Second most important Third most important
© 2015 KPMG International Cooperative (‘KPMG International”), a Swiss entity. Member firms of the KPMG network of independent firms are affiliated with KPMG International. KPMG International provides no client services. No member firm has 42

any authority to obligate or bind KPMG International or any other member firm vis-a-vis third parties, nor does KPMG International have any such authority to obligate or bind any member firm. All rights reserved.



Polling Questions (continued)

S

#2 In the future, would you consider offering equity in the business to pursue your strategy in the
short/medium term (1-3 years)?

#3 In the future, would you consider offering equity in the business to pursue your strategy in the
long term (3+ years)?

67%
b1

Yes No Yes No

Short/medium term Long term
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Polling Questions (continued)

S

#4 Assuming that you were interested in opening your capital to external investors what type of
investors would you prefer? (please select up to three most important)

te equity/venture capital 26+ 1% /5%
Corporate investors with industry experience 18 26x 66%
Financial investors (eg. hedge funds/SICAV] wia equity 23 19 62%
Other family businesses m 12s 16s 38%
High-net-worth individuals m 13s 4= 36%
o BT & 23%

#5 What do you see as the principle barriers for obtaining investment from high-net-worth
individuals or other family businesses? (please select up to two most important)

Possibility of interference with

= ,
management m G0

A need 1o offer equity

ﬁ; 38%

Limited availability 19 g 37%

Difficulties in finding a suitable

partner 15" 36%

Complexity in negotiations

8 238%

Inahbility to provide further support 48 18%

for future growth

o |
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KPMG

cutting through complexity

Last but not least




1. Always place Family First!

2. Think in generations... not in quarters!

3. Recruit Board members from other Families!
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Thank you

Christophe Bernard
Global Head of Family Business, KPMG

Global Centre of Excellence for

Family Business
www.kpmgfamilybusiness.com
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