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Indian family offices are going to significantly increase their allocations in

venture capital, venture debt and long-short over the next 3 years.

Exhibit: Changes in alternative portfolio allocation over the next 3 years

Q: What could be your portfolio allocations towards each asset class within alternatives

in the next 3 years?
Private Equity 27% 36% 18%
30% 20% 10% 20%
14% 14% 14%

Long Only 13% 13% 13% 13%
m

20%

Source: Sundaram - Eleveight industry interactions

Exhibit: Average change in allocations within AIF portfolio in the next

3 years
" " "
' Increase : Increase : Increase
by 2% ; by 2% ; by 2%
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Source: Sundaram - Eleveight industry interactions
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An important aspect to consider, especially in the case of alternative investing, is how the family office is
educating itself about alternatives and accessing the right investment opportunities.

Exhibit: Preferred medium or platform to source information on alternatives

Q: What is your preferred medium or platform to source information on alternatives?

15%
LS

54%

8%

Company

Newspaper paper

Fund
Manager

Network

15% 8%

Source: Sundaram - Eleveight industry interactions

The network of family offices is very important.
Family offices usually have their own network of
like-minded family offices, through which they
get a lot of direct deals too. This is beneficial to
them not only to gather information on
alternative investment opportunities but also to
get direct deals to invest directly into the
company. Everyone in the network has their own

capabilities in sourcing and understanding of
certain sectors and deals. There are a lot of

forums too. The networking ecosystem for family
offices has become formalised and now even the
mid-sized corporates are forming their own
family offices. As time moves on there will be
more structures coming into the ecosystem.
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Despite direct exposure, a majority of the portfolios of a large
number of family offices still continue to be via AlFs.

Hence, family offices expect more personalised service from the fund managers. Trust plays a major role in the

decision making while choosing a fund manager. Alignment of values, prior experience, and the reputation of

the fund manager drive the decision making.

Trust also stems from two major factors:

Access to information

Family offices need succinct as well as detailed
information ~ from funds. Especially the
inconsistency in reporting and varied formats of
reporting make it challenging for family offices to
evaluate funds. A fund manager that adopts
transparency and consistency in reporting
stands a better chance of getting onboarded.

Robustness and clarity of
investment process

Family offices that have limited investment team
members rely on the fund manager's conviction
on the idea. They require and expect the fund
house to showcase the robustness and depth of
the investment process. They also emphasise the
importance of explaining the investment
products in a simple manner that is easily
understandable rather than making it more
complex to understand.

Exhibit: Important factors influencing the decision to choose an

investment manager

Q: How would you rate the following factors in terms of importance while choosing

the investment manager?

O ©®

LY [AAG Transparency
the managers or RN

Rank

O,

Robustness of
investment
responsiveness process
to answer
queries

Source: Sundaram - Eleveight industry interactions

00 o
O &

& &

Absolute Capability of Timely Risk
performance  alpha creation  distribution of management
capital and
returns
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Evaluating past performance and the track record of
fund managers is paramount, but equally crucial is
the gut instinct and comfort level we feel with them.
There have been instances where stellar performance
could not outweigh personal misgivings about a fund
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When evaluating an investment opportunity in an \
investment fund, we look for their track record, a
smaller fund size, a good team, transparency, better
communication, and better returns. The engagement
the manager builds with our team is important for us.

manager's demeanour.

—— Nirbhay Kanoria —— Jay Desai
President & Director, Partner, MGA Ventures

Anglo French Drugs and Industries

The alternative to AlFs: Direct investing in startups

A lot of family offices have initially leveraged the AIF route for accessing private markets. The key objective was
to understand the due diligence required to access an entrepreneurial venture and the entrepreneurs. For the
first 3-5 years they invested primarily in VC focused AlFs to educate themselves about the space by becoming
a part of the ecosystem and understanding key technical aspects. After gathering the necessary information

over a period of time, they are now focusing more on direct investments post onboarding a suitable team with
the relevant backgrounds.

90% of the respondents affirmed that their family office invests in startups while
71% said that they invest directly and 29% said that they invest via AIF.

Cumulatively, the family office who participated in the survey on average have
invested close to INR 300 Cr in startups.

Exhibit: No. of startups in family
office portfolios

Exhibit: No. of startup
investments made in 2023

Q: How many startups have you
invested in as a family office?

Q: How many startups have you
invested in, in 20237

67%
22%
50% ’ 1%
25% 25%
>10 6-10 1-5 1-3 4-6 >6

Source: Sundaram - Eleveight industry interactions Source: Sundaram - Eleveight industry interactions
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Exhibit: Average corpus invested in startups directly

Q: On an average how much corpus

<10 Cr ol

have you invested in startups directly?

roly [Eor3 [Eora [Eord 46%

10-50 Cr | [fol 3 [0l 3 o3 23%

50-100 Cr

>100 Cr

Source: Sundaram - Eleveight industry interactions

r0l 3] 15%

rol ] 15%

Family Offices interacted with, exhibit a strong preference for Consumer Goods and
FinTech when investing in startups. These sectors are leading the way, with family offices
placing significant focus on them. Following closely behind are financial services,

enterprise applications, and retail, which also attract substantial interest from family

office investors.

exhibit: Sectoral preference of family offices for startup investments

Q: Which sectors do you prefer to invest in while investing in startups?

Consumer Goods

FinTech

Enterprise Applications

<,

Financial Services

Retail

Source: Sundaram - Eleveight industry interactions

HealthTech

Business Services

50%

Auto

35%

Healthcare

% 25%
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Key drivers for family offices to invest in startups:

Entrepreneurial mindset: Family offices invest in startups based on their risk

i tolerance and backgrounds. Entrepreneurs may be more open to risk than

T . inheritors. Hence, first generation entrepreneurs and second generation family

' members find it more attune to their risk appetite to invest in startups and continue
| their entrepreneurship journey indirectly.

- Co-investment opportunities: Family offices can get co-investment ideas from
L ' the venture capital funds they invest in, This means they can learn about specific
startups that the venture capital fund is considering and potentially choose to

co-invest alongside them in those startups.

Access to unique ideas to allocate a small portion of their assets: Family |
offices look for something “unique” when it comes to startup investments. They !
only invest in something that has some proof of concept, potential to scale and
become profitable. One of the family offices only invests in SME companies as they
feel that in terms of valuation they are 10-20 times higher. They are very profitable
and they offer some amount of liquidity also on exchanges.

. Strategic synergies with parent business: Some family offices expressed their

N ‘ preference for startups in a specific sector due to their background and potential
synergies. They leverage the startup ecosystem as an extension of their core
business.

Collaboration with their network: Startups are also considered an opportunity
to co-invest alongside each other by family offices. Especially if the family
Nomeeeeeooooo . members are directly responsible for decision making, they tend to collaborate with
. their fellows in other family offices to invest together in startups and leverage their
synergies.

Few family offices have segregated startups in terms of high/ medium/ low engagements. The "high", could
engage with the founders once a week.

Since predictability is tough in the early stage investments, the objective that the entrepreneurs have set up for
the board, or the plan of action the founders give the family offices is evaluated against the actual
performance.

Although more family offices are investing in startups directly, the possibility of generating substantial returns
arises only if the investment is across multiple ventures, at least 15-20 startups. Only after achieving 3-4 good
exits, will the family office be able to achieve the targeted returns. So when it comes to investing in startups,
family offices should either follow a full-fledged approach and invest in 15-20 of them or invest via existing
funds.
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A major challenge while investing in startups for family offices is the time, effort, and
technicality required to perform activities such as financial and legal diligence along with
the traditional due diligence for assessing a company’s growth potential. Family offices do
leverage personal and professional networks to gain valuable insights from industry leaders
- this provides a deeper understanding of a company’s prospects and potential challenges.
An increasing number of family offices are now collaborating with other family offices to
share transactions and discuss opportunities for investment decisions. This helps family
offices leverage diverse perspectives and potentially leads to better outcomes.

1

The evolution of wealth management reflects a shift towards organised forms of investment,
diverging from traditional avenues like land ownership. Today, the landscape is marked by a surge
in financial securities and innovative wealth creation avenues such as ESOPs and start-up
investments. This rapid transformation underscores the need for specialised outfits to navigate
and manage this newfound wealth efficiently.

Eapen Alexander Muthoot
Executive Director, The Muthoot Group
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Team structure

As more and more families intend to set up a formal structure for their investments, they seek more guidance
from the ecosystem. To understand the family office landscape and structures, some family offices have
studied the evolution of family offices abroad by attending various conferences overseas. Before setting up a
formal structure the family members interact and meet people who have already set up a family office to
understand the different structures of family offices and adopt the correct structure for setting up their own
family office.

Family offices are structured primarily in the following ways:

Team

Structure

Allocator Manager

This type has a lean team, focusing on This type has a larger team because

selecting and allocating funds to they handle internal investment
external money managers. They do not management in addition to potentially
directly manage investments using external managers. They also
themselves. They have a lean team require a bigger team as they need
since they do not need to do in depth different sector and asset class
research on each individual company, specialists.

their research is related to asset
classes, fund manager and his/her
capabilities.

The size of the investment team usually varies based on the structuring of the family office.

Exhibit: Team size of family offices

Q: What is your current team size? There is a growing trend toward expanding team size,
with many family offices planning to increase their
61% staff by ~50% over the next three years to better

O

17% 13%

manage the complexities of wealth planning and
O investment management.

" " " Especially, family offices that have generalists in

the research and investment teams are aiming at
4-6 1-3 14-18 . . . -
expanding their team to hire specialists for asset

Source: Sundaram - Eleveight industry interactions classes.
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Multi family offices typically manage the assets of multiple high-net-worth families. The presence of a large
team in multi-family offices indicates the need for a broad range of expertise to cater to a diverse client base,

as well as the increasing demand for customised financial services. Majority of family offices (~60%) have at
least 2 members from their team dedicated to research and market intelligence.

1

As our clients grow in stature, direct interactions with them are increasingly common, demanding a delicate\
balance of availability and prioritisation. Fortunately, digitisation has strengthened our data and
relationship management, aided by a robust research and product teams which keep us informed and agile.

)J

Manijit Singh
Partner, Alpha Capital

Exhibit: Operating cost for family offices

Q: What percentage of your operating cost is spent on the following activities?

1-10% 11-20% 21-30%

7% _71 % 7% 7% 7%
7% —7% 14% 14% 57%
18% 36% 36% 9%
o | s0% 25% 17%
22% 44% 1% 22%

Source: Sundaram - Eleveight industry interactions

The survey revealed that staffing is the largest expense for family offices, taking up a significant portion of
operating costs. This underscores the importance of a skilled team for managing financial portfolios and serving
high-net-worth families. Family offices invest heavily in staff salaries, benefits, and training.

In contrast, technology is the least costly activity for family offices, with about 80% of respondents allocating
less than 10% of their budget to it.

This suggests a reliance on traditional methods and ready-made technology
solutions, raising questions about whether more investment in technology could
improve efficiency and innovation.
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Exhibit: Services that are performed in-house and the one that are outsourced

Q: Which of the following services do you insource/outsource?

Both in-house - d Do not
and outsourced utsource perform

449% 31% 19% 6%
Reporting
69% 13% 19%
71% 24% 6%
Lifestyle
Management 38% 15% 23% 23%
43% 36% 21%
38% 31% 31%
Philanthropy 1% 7% 14% 7%
Investment
54% 23% 23%

Source: Sundaram - Eleveight industry interactions

The survey indicated that the majority of family offices carry out these services in-house. According to the data,
over 70% of respondents handle key functions like investment management, philanthropy, and investment
research internally.

However, more than 20% of respondents outsource services such as tax planning,
lifestyle management, family trust, and succession planning.

Although research is primarily done in-house, family offices that are investing directly in startups or other
ventures do seek support from specialised research firms.

For example, in the VC space, multiple research firms are leveraged to conduct
focus group discussions, on ground research, meeting with retailers and
distributors before the financial evaluation of the startups. For example, a leading
family office conducted a syndicated research about the demand for male sexual
health products before investing in the startup offering the products.
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Family offices typically gauge their performance based on risk-adjusted returns and
growth in assets under management (AUM). According to the survey, these are considered

the most crucial metrics for evaluating success.

exhibit: Evaluating the performance of family offices

Q: What are the performance metrics employed by you to evaluate your family office?

Risk adJu§ted return 81%
on investment
Growth in AUM 50%
Talent retention 31%
| =

Lowering/optimising 31%

operating cost
0% 25% 50% 75% 100%

Source: Sundaram - Eleveight industry interactions

At least 50% of the respondents highlighted that both growth in AUM and risk-adjusted returns are key
performance indicators they rely on to assess their financial strategies and overall effectiveness.

These metrics are central to a family office's ability to deliver value, as risk-adjusted returns provide a measure
of returns relative to the risks taken, ensuring a balanced approach to investing. Meanwhile, growth in AUM
reflects the family office's success in attracting and retaining wealth. This emphasis on balanced growth and risk
management indicates that family offices are striving to maintain a strong foundation for sustainable financial
performance.

The most important success metric for family offices is: how well each portfolio
achieves its predetermined risk-return objectives.
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One prominent family office, prioritises investment realisation and calculates the IRR based on the actual cash
flows and not the notional IRR, the IRR is calculated only when the cash is realised. This emphasises their focus
on generating real returns rather than just on-paper gains reflected in the AUM.

1 \

Among family offices, my perspective diverges from conventional metrics of success. Rather than
solely assessing investment returns, | place greater emphasis on the foundational structure and
visionary thought processes driving the enterprise. How does the family office envision its role
across generations? Is there a clear commitment to stewardship and preservation of capital?
These are the questions that truly matter.

—— Amol Sathe

Head - Investments, Thermax Family Office , ,
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Family offices also establish presence across global financial epicenters, especially, Singapore and Dubai.
Singapore as a jurisdiction, in terms of compliance and regulation, is a little more regulated and matured. Most
families are much more comfortable with Singapore than other jurisdictions. The number of Indians in
Singapore also makes the clients more comfortable to operate from Singapore. For families who have children
who are not in India, Singapore is easily accessible to them.

India’s maiden IFSC (International financial Services Centre), GIFT City is creating a lot
of inquisitiveness among family offices. All of them have garnered information on the
potential opportunities offered by GIFT City. However, since the regulations are still
being strengthened, family offices want to wait and watch before making a decision.

of family offices are aiming

Looking ahead,
40% to set up in GIFT City.

about

1 \

We believe that to some extent, GIFT City may be the answer for global diversification and we
are actively looking at the available products to take overseas exposure. As the GIFT regulations
continue to evolve, we anticipate greater formalisation and clarity in the future.

Niraj Shah

Head, Fininterm Family Office , ,
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Family office governance: Nurturing legacy and blueprint for business longevity

This section has been written with inputs from Nehal Sheth, Co-Founder and Partner at M N S S & Associates and Neena Sharma, Senior
Executive at M N S S & Associates

Essence of right governance structure

Good governance is as essential to family offices as it is to companies.

In a family business setup, where wealth meets legacy and business continuity is desired, the governance structure of family, and by its
extension of family office, serves as the compass guiding the journey through generations. Understanding its nuances and structuring it right
is critical for the enduring success of the family, family business enterprise, and the family office.

Charting the success: Power of effective family office governance

Governing the family office/ assets/ family |
with a sense of purpose |

Anchors the relationship between family members, :

shareholders and professional managers
Provides a focal point for the family to continue
to collaborate together on new ventures

ensuring stability and safeguarding assets

I Segregates family wealth from business interests,

Cultivates an environment of trust and :
transparency amongst the family members |

“Safe pair of hands” to manage things and help
prepare the next generation for future leadership

’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’ - Passing the baton

Fosters healthy relationships and effective
communication in the family 1 A e e eheing

Essential discipline for the long-term well-being
of the family business and the family’s wealth

Rational economic and family welfare decisions that :
are not overwhelmed by traditional family dynamics :

Getting it right means securing the future of both the family and its assets/ businesses.

Right governance matters: while family office segregates family wealth representing the family constituent and the family business -
effective family office governance structure can enable the promoter family to interact with the family business in a manner that strengthens
the overall governance framework for business entities and preserves the family legacy.

Balancing family dynamics and business objective: It is essential to delineate the roles of family members within the family office
and establish clear lines of communication between family and family business enterprise - with the family office serving as the bridge between
both the constituents.

From vision to action: Building the right governance structure

Family governance is a system of joint decision-making, most often by a family council and family board, which helps the promoter family
govern its relationship with its promoter family’s assets and businesses. The governance structure in family office is further reinforced by tools
like family constitution capturing the family’s vision and important family values, family business protocols defining the family interaction
with the business and setting the requirements for the employment/ engagement of family members in the family office, an ownership
framework established through shareholders’ agreement/ family settlement agreement. Expert non-family managers uphold the
professional management standards, and an investment committee oversees wealth preservation and financial management within the family
office.

The governance of both the promoter family and the family office are closely inter-connected, with the family's governing bodies, like the family
council (comprising solely of family members), family board (including both family and non-family members), and family constitution, laying the
foundation for the governance structure of the family office, which is further reinforced by entities like the investment committee and
supervisory board.

Family office governance structure:

Typically includes an investment committee or ‘ Structure varies based on size and nature, with some utilising
supervisory board with family representation. | internal departments for specialised services. |

challenges compared to those managing private family wealth.

Families actively managing their businesses face unique
meetings, shareholders’ agreement, investment committees.

I Key tools: Family constitution, family councils/ board, family
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Family Pillar Family Enterprise Pillar
Family constitution and policy statement
i - Laying foundation for the overall governance structure
______________________________________________________ ) Board of Directors
Family Members + Non-Family Experts A|50_'”C|?d95 . .
_2 Family Assemblies / 0 ] reg:g;egtt:rng;mr;rg CEO/ Managing Director
n_ggn Meetings &yh Family Board family office Top Management

Family office acts as a link/ interface

i Family office acts as an intermediary
. between family and business enterprises

v between the family and the family office

Family Council o

v

° Family Office °

Investment Family Foundation
[Philanthropy Arm]

Family Venture

v

LW Business Enterprises

Committee

Supervisory Board

Capital Fund

Family councils/ board:

- Governance body, akin to company’s board of directors, addressing family centric matters.

- Best forum for achieving balanced ownership, family, and management dynamics, fostering positive interactions between the promoter
family, family office, and family business enterprises.

- Non-family independent directors may enhance functionality, enabling the council to convene as a separate entity [family board] for
business related sessions.

Family meetings/ assemblies:

- Family council meetings educate family members about business matters and guide the next generation in managing inherited wealth,
facilitating policy discussions.

- Provides family members a voice in business decisions, reducing pressure to exclusively appoint family members on the family office
board - allowing for professional experts' involvement.

Family policy and constitution:

« Outlines family policies guiding the family-ownership-management relationship, codifying the broad principles for which the family
stands and the wider aim for the family wealth.

- Provides policies for shareholder conduct, fostering unity and patient capital culture, especially in second-generation enterprises.

« While mainly moral with no legal standing, it holds significant sway on governance and functioning of family enterprises/ family office,
aligning with the family's intentions and goodwill.

Supervisory board:

- The supervisory board, comprising independent members from both family and non-family backgrounds, offers crucial oversight in the
family office governance.

- Ensures adherence to governance standards and regulatory requirements, monitoring policy implementation outlined in the family
constitution, to uphold family's values and objectives.

Investment committee:

- Investment governance—through an investment committee and investment policy statement—provides a road map for effective
investment and financial decision-making.

- Supports capital requirements of family business enterprises, and provides unbiased evaluation of project proposals.

- Facilitates new ventures in family: Serving as a springboard for inter-family entrepreneurial endeavours and new ventures of family
members.

Family office governance structuring
Family

Constitution
Creation

Mission &
Vision
Development

Governance
Restructuring

Professional
o o Leadership
coo

Reporting

T
5

©

Structure

The family office Prior to the establishment The founder enhances A key non-family professional

establishes its
mission and vision,
outlining its strategic
direction.

of the family office, family
members collaboratively
draft and sign a family
constitution, delineating
the desired relationship
between family, wealth and
enterprise for the future.

governance by restructuring
the family council to include

enabling it to function as a
family board when
addressing business,
ownership and investment
matters.

three independent outsiders,

The family office
reports to the family
council /family board

through its non-family
director/CEO,
ensuring alignment
with family objectives
and values.

is recruited to lead the family
office, replacing the interim

family member director. With
the support of investment

advisors and family business
consultants, a sophisticated
family governance structure

is developed.
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Family skills assessment: Do any family
members possess the necessary skills and
qualifications to manage the family office
effectively? Consider external management, if
necessary.

_

Quick closure to the process of developing\
the family constitution and policy: Prioritising
understanding, sensitisation of the personal
issues, and engagement with members is
crucial.

Communication is the key to effective
governance

I\

Early development: Start developing the
governance plan for family office in the early
growth stage/ lifecycle of business and family.

J\

Wealth beyond finance: Consider human,
social, cultural, and financial capital in
decision-making.

_/

Clear rules and roles: Establish clear
guidelines for family meetings, voting rights,
and investment decision processes, to
promote clarity and accountability.

_

Incorporating non-family professionals on

the family board to provide diverse
perspectives, independent from family
dynamics. W,

Stress testing and scenario analysis: Apply\
the “What If” scenarios and factor the risk of
“Key Person” dependency in the overall
governance structure.

_/

Family council establishment: Defining
member count and selection criteria based on
family size, structure, and involvement in the
decision-making process.

_/
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Asking the right questions

What matters the most? Outline family’s goals
and objectives like charitable giving, making a
social impact on the world, and preparing the
next generation for leadership positions.

/
~

Commitment of all family members

)

Structure simplicity: Avoid incorporating too
many boards or committees.

Exit strategy: Establish harmonious fair exit
procedures for members not wishing to
participate further in the family business or
wanting to withdraw assets from family office.

Internal-external conflict: Address conflicts
between family members and external service
providers  with  appropriate  governance
structures and incentive mechanisms. )

Dispute resolution mechanism: Intra—famin\
disputes may arise over investment choices, the
distribution of wealth, or spouses’ roles in
discussions or the family business. )

Preference for trust-based governance:
Balance informal trust-based governance with
formal structures as the family office evolves.

_J

Reviewing family constitution and mission )
statement: It is important to establish a
governance plan, but it shouldn’t remain static.
Rather, it should evolve and grow - just like the

family. W,

AR FORZR ORON (ORZR AORR (IR BR2) ~OR2)~ ~IR2)

Family board constitution: The family board
composition is determined by the family office
structure, outlined in the articles of
incorporation for companies or the trust

RN IR (IR PRR ORR (RN (IR ARY), ~IR2) =~~~

Considerations for sub-committees: Deciding who can join, ensuring equal representation from all family
branches, determining when children or later generations can participate, and establishing whether spouses

and partners are allowed involvement.

agreement for trusts. J
\

_/

Whatever form the family office assumes, the governance structure should always
be able to draw its inspiration, identity and vitality from the family it serves. It is,

after all, the family’s office.

44
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Preserving your legacy: Mastering generational wealth transition!
Understanding family office & succession planning:

In this ever-evolving landscape of Family offices, estate and succession planning emerge as critical
cornerstones, fortifying legacies, preserving hard-earned wealth, and safeguarding the financial futures of
loved ones. Leveraging astutely designed planning tools, families can adroitly navigate the complexities of
wealth transfer, ensuring their heritage transcends generations with unwavering resilience.

At its core, this process revolves around the judicious stewardship and distribution of an individual's assets,
both during their lifetime and beyond. Is it an overarching objective? To facilitate the seamless, tax-efficient
transfer of wealth to intended beneficiaries, aligning with the grantor's express wishes and aspirations.

The perils of inaction (or) not having an estate/succession plan:

In the absence of a meticulously crafted will or estate plan, the distribution of assets becomes subject to the
vagaries of personal succession laws, a scenario rife with unintended consequences. From court interventions
that disrupt familial harmony to the application of forced heirship rules that may diverge from individual
preferences, the repercussions of inaction can be profound.

Effective planning demands a holistic approach, one that accounts for the nuances of asset ownership, aligns
with family intentions, and respects the intricacies of residency jurisdictions. Only then can the most suitable
means of asset succession be identified and implemented.

The pyramid of priorities: Akin to the architectural marvel of a pyramid, the requirements for individual
estate and succession planning are stratified into a hierarchical structure, each tier building upon the
foundation below. Asset listing, aligning family aspirations, navigating residency laws, and selecting the
appropriate planning tools form the cornerstones of this intricate endeavor.

Social
Pyramid of responsibility
identified Charitable

donations
requirements
Family inheritors
Will or trust structure or a
combination of both

Identified beneficiary. Guardianship of minors.
Smooth and hassle-free | Assets can be locked-in for
transmission future generations

Personal estate planning

- Asset protection Estate includes homes, cars, - Effective tax planning

- Financial security personal belongings, bank - Ring fencing of assets
- Business succession accounts, retirement savings, - Planning for minors

- Emergency needs investments life insurance, etc. - Retirement beneftits
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The clarion call for having an estate/ succession planning: While the echoes of succession planning
have long reverberated through the halls of multi-generational business empires, a new chorus has emerged.
First-generation entrepreneurs, having scaled the precipices of wealth, now comprehend the imperative of
seamlessly transitioning their legacies to the generations that follow. Enter the family office, a strategic bastion
designed to shepherd this transition with unwavering precision.

Extending far beyond the realm of mere financial management, these offices address the intricate tapestry of
business succession, family leadership, governance frameworks, and retirement strategies. By initiating a family
office at the opportune juncture, UHNWIs unlock the potential for long-term planning, controlled risk
management, and the tantalising promise of elevated returns.

The multifaceted advantage of having one:

1. Preserving privacy and confidentiality through the centralised family office

2. Fostering transparent governance and management structures

3. Harmonising the interests of related groups and future generations

4. Unlocking the potential for higher returns through long-term planning

5. Mitigating risks by proactively planning for contingencies

Tailored tools for seamless transition: In the arsenal of succession planning, two formidable instruments
stand resolute:

*Wills: These legally binding declarations articulate an individual's intentions for the distribution of their
property upon their demise, serving as unwavering beacons guiding the transfer of wealth.

Private family trusts: Autonomous entities dedicated to asset management, preservation, and
intergenerational wealth transfer, as defined by the hallowed Indian Trust Act of 1882. These trusts serve as
fortresses, safeguarding familial legacies for generations to come.

While wills and trusts are powerful tools, it's crucial to understand their distinctions:

Difference between a will and a trust

Pointers will X Private Trust
Meaning The legal declaration of the intention of a | An obligation annexed to the ownership of property with the
person with respect to his property | trustee for the benefit of the beneficiary, which is governed
J: by the Indian Trust Act, 1882 and Income Tax Act 1961

Coverage and All the assets of the testator’'s are covered ' Specific assets, as stated in the trust deed. The Control and

control/ with control retained by the owner during ' ownership depend on the kind of trust structure that is set up
ownership of lifetime ~ with  ownership  passing  to !
assets beneficiaries only post demise !

,,,,,,,,,,,,, I,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,:,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,
Flexibility for | Not possible ' Distribution can be planned in phased manner during and
transitionin ' post lifetime of a person
phases ; |

_____________ L
Ring fencing | Not possible , Can be planned by executing a suitable structure
of assets : |
Estate tax . Not possible . Can be planned by executing a suitable structure
planning i ;

_____________ .
Probate Mandatorily required in 3 Cities, i.e., Not possible

Mumbai, Chennai and Kolkata
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Bespoke trust structuring solutions can be meticulously tailored to address a constellation of objectives, from
succession planning and safeguarding beneficiaries' interests to asset ring-fencing, divorce planning, global
citizenship acquisition, charitable endeavors, and the judicious management of intellectual property.

The family office paradigm:

In the Indian context, families can opt to forge their own destinies through the establishment of single-family
offices (SFOs), dedicated custodians of a single family's wealth, or embrace the collaborative spirit of
multi-family offices (MFOs), which extend their services to a consortium of affluent clans.

Industry experts assert that a net worth exceeding the INR 150 Cr threshold may warrant the establishment of
a dedicated family office, allowing for the effective management of associated costs and ensuring resources are
optimally allocated.

Furthermore, these offices can explore innovative investment avenues such as Family Investment Funds (FIFs)
in GIFT City, enabling single-family offices to cast their nets across international waters while capitalising on tax
benefits that further fortify their financial fortresses.

Proactive estate and succession planning, anchored by the steadfast guidance of a family office, ensures the
effective management, protection, and distribution of assets, minimising the spectre of taxes and potential
hardships. Consulting legal, financial, and tax professionals is a prudent step, one that paves the way for the
development of a personalised, goal-aligned plan - a plan that fortifies your legacy for generations to come.

As the renowned Napoleon Hill sagely advised, "Don't wait. The time will never be just right."

Embrace the opportunity to sculpt your legacy, for it is through decisive action that generational wealth
transcends the mortal coil, echoing through the ages as an eternal testament to your life's work.

~This section has been written with inputs from Adv. Ms. Neha Rai Mathur -
SVP & Division Head, Family Office Services at Catalyst Trusteeship Limited.

In family businesses, managing transitions across generations can bring about various
challenges concerning both management and ownership. It's important to anticipate these
challenges and take proactive steps towards operational efficiency, role clarification, and
addressing any interlinked ownership concerns. Through the establishment of effective
structures, financial planning, supportive guidance, and legal frameworks, these businesses can
navigate potential conflicts and optimise their potential for growth, fostering lasting success
and cohesion.

Sanjay Karkamkar
CEO, Multi-Act Family Office
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exhibit: Challenges faced by family offices

Q: What are the key challenges faced by your family office?

Attracting and

V)
retaining talent 56%

Implementing
technology solutions

Tax compliance

Navigating regulatory
compliance

Managing cost

Preparing the next
generation to be
responsible wealth owners

0% 20% 40% 60%

Source: Sundaram - Eleveight industry interactions

The survey revealed that one of the primary challenges faced by family offices is attracting and retaining talent,
with over 55% of respondents finding this task particularly difficult. While not as significant, other challenges
that family offices face include implementing technology solutions and ensuring tax compliance, both of which
still pose obstacles for many in the industry. These issues highlight the complexities involved in managing a
family office and suggest that while some problems are more pressing than others, they all require careful
attention and strategic solutions.

Getting the suitable MIS and having the right service providers to build the right MIS which is structured
towards Indian families and having some of these APIs which are linked to public markets that help to get the
data in a centralised dashboard, helps family offices to get a birds eye view of the entire portfolio. Getting this
right is a big challenge.

On the AlFs side - For the unlisted category there is limited availability of information. A few funds share a lot
of information but a few funds might not do so. Due to this lack of information the businessmen sitting in tier
2 & 3 cities who have huge pools of capital do not have much knowledge about this space, so it is important to
educate them before they set up any sort of structure of family office.
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Hiring talent is one of the major challenges faced by family offices. Since they are
competing with larger brokerage houses and prestigious fund houses for the same
talent, it is a challenge to get the right people. At times, the remuneration or benefits
offered by traditional family offices may also not be structured as lucratively as other
corporations. The pedigree of talent matters a lot in family offices. Their capability to
understand the nuances of investments as well as align with the vision of the family
office are of utmost importance.

Also to attract the best talent, the promoters are enhancing their professional approach. People prefer to work
with leadership teams that are professional. A long-term dedicated team is essential for a family office’s
success. If a team member leaves, the family office loses the accumulated knowledge and experience they
embodied. However, slowly and steadily as family offices become more institutionalised, the talent attraction
and retention will become easier.

Branding and positioning of the family offices is much more important, a well-developed brand helps them
position themselves as a serious and active investor, potentially attracting new investment opportunities.

Other challenges include, compliance burden in the forms of regulations like LRS and ODI create complexities
for overseas investments and the tax implications that include navigating tax implications for overseas
investments poses a challenge for the tax advisors and chartered accountants.

Exhibit: Measure taken to manage overheads

Q: What are the measures taken by you to manage fixed overheads?

Hiring young Investing in Outsourcing non Outsourcing some low Periodic vendor
talent technology investment management value-adding evaluation
functions activities

Source: Sundaram - Eleveight industry interactions

Half of the respondents believe that hiring young talent in the family office can help reduce overhead costs.
Meanwhile, 30% of the respondents think that investing in technology and outsourcing non-investment
management functions, along with some low-value activities, could also be effective ways to manage expenses.
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Exhibit: Expectations from an investment manager

Q: What are your expectations from an investment manager to add value to your efforts?

80% - - - — MY
60% —
40% — -

20% - - - -

0% -

Better risk More Lower fees Higher Global access
return profile communication disclosures

Source: Sundaram - Eleveight industry interactions

According to the survey, 88% of respondents expect investment managers to offer a better risk-return profile.
Furthermore, ~50% believe that investment managers should communicate more frequently. Additionally,
31-38% of respondents feel that investment managers should provide global market access and have higher
levels of disclosure.

Family offices evaluate investment managers by tracking the risk adjusted returns. The person who is in charge
is important to them as well. They evaluate investment managers based on their ‘integrity”. Investment
managers should have the knowledge and should be better than the family office at something that they are not
able to achieve in-house. The investment managers should be the masters of their domains and should have a
no-nonsense approach.

While AUM can be a factor, family offices may not consider it the key indicator of a
good investment manager. A stronger team, a solid investment process are all
important considerations. Track record and the investment manager as a person, is
more so to do with instead of the AUM.
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Family offices in India are transitioning at warp speed, evolving into a critical wheel in the financial ecosystem.

As they rapidly adapt and innovate, the broader ecosystem must gear up its efforts to match this evolution.
Here’s a look at the 4 PS of what family offices need and what the ecosystem needs to deliver to support this

transformation.

What family offices
COAD need

-

Quality and stable Talent:

* Longevity matters:
Beyond just attracting quality talent,
the stability of decision- makers is
crucial. ~ Consistent  strategy and
long-term planning are vital for
effective wealth management.

* Retaining expertise:
Ensuring that skilled professionals stay
within the family office is essential for
maintaining a steady course in wealth
preservation and creation.

\_

\

~(i1)--

People

&%

What the ecosystem
needs to deliver

J

-

Exploring new ideas:

* Innovative investments:
Family offices seek to allocate a portion
of their wealth to explore new and
untouched ideas, both in public and
private markets. This fosters a culture
of innovation and adaptability.

* Risk management:
Balancing these exploratory
investments with traditional, stable
assets to manage risk effectively.

\_

\

ak

prod uct

Formal process of training new

talent:

» Specialised education:
Implement certification courses that
address the specific nuances of family
office investing, ensuring new talent is
well-equipped to handle the unique
challenges of this sector.

* Continuous learning:

Offering ongoing education and
training  opportunities to  keep
professionals up-to-date with the
latest trends and practices.

J

Alternatives as a niche solution for

specific product needs:

* Unique opportunities:
Alternative Investment Funds (AIFs)
need to identify and offer unique
investment opportunities tailored to
the needs of family offices.

* Co-creation opportunities:
Encouraging  co-creation  between
family offices and AlFs to develop
bespoke investment solutions.
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0Qo What family offices
COND peed

P

Technology as support, not burden:

* Customised solutions:
Technology should enhance
operational efficiency, reporting, and
analysis ~ without  becoming a
cumbersome burden. Tailored tech
solutions can significantly improve the
functionality of family offices.

* User-friendly tools:
Easy-to-use platforms that integrate
seamlessly with existing systems.

-

~

)

P

Partnership network:

* Valuing networks:
Family offices rely heavily on their
networks for support, guidance, and

tactical  decisions.  Building and
maintaining strong partnerships is
crucial.

* Collaborative environment:
Creating an ecosystem where family
offices can easily connect and
collaborate with trusted partners.

-

~

platform

4F

Partnership
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& What the ecosystem

needs to deliver

-

N
Curated family office tech:

* Tailored solutions:
Tech providers must develop curated
solutions for family offices, including
Management Information  Systems
(MI1S), Customer Relationship
Management (CRM) systems, data
analytics, and integration  with
execution platforms.

Scalable technology:

Ensuring that these solutions are
scalable and adaptable to the evolving
needs of family offices.

Partnership to enable the network:

 New service ecosystem:
Develop a robust service ecosystem
that includes legal, accounting, and
tech services specifically curated for
family offices.

Holistic offerings:

Providing comprehensive support that
addresses all aspects of family office
operations, from investment to
administration.

As family offices in India continue to evolve at a rapid pace, becoming pivotal players in the financial ecosystem,
it is imperative that the surrounding infrastructure adapts and grows in tandem. By addressing the unique
needs of family offices and delivering tailored solutions, the ecosystem can support their transition from wealth

management to wealth creation, ensuring a prosperous and sustainable future for family legacies.
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Depth of research:

This report stems from surveys and interviews conducted with leadership team members/founders of esteemed
family offices in India. Insights were gathered through in-depth conversations and quantitative questionnaires.

These primary findings were enriched by Eleveight and Sundaram Alternates’s proprietary research, intellectual
property, and client engagements.

The research was carried out by Eleveight.

Eleveight is a research and consulting firm built on a foundation of robust research, analytical rigour, and
succinct articulation. Eleveight specialises in empowering clients to make informed decisions through
comprehensive primary and secondary research, strategic consulting, and execution support.

Eleveight's team comprises researchers, industry experts, and practitioners with substantial experience in
successfully delivering large-scale projects for clients worldwide and within local markets.

Reach out to us on:
Upasana Koul, Co-Founder: Eleveight, upasana@eleveight.in
Deepika Asthana, Co-Founder: Eleveight, deepika@eleveight.in

www.eleveight.in | info@eleveight.in
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About Sundaram Alternate Assets

Sundaram Alternate Assets Ltd. (SAA) is a prominent entity within the illustrious Sundaram Finance Group, a
trailblazer in the Indian non-banking finance sector. Founded over seven decades ago, Sundaram Finance, the
group's flagship company, has earned its reputation as a pioneer in leasing and hire purchase and was the first
NBFC to be listed in 1972. With a network of over 600 offices and more than 4,200 employees, Sundaram Finance
maintains a strong market presence, further reinforced by its AAA rating for deposits from CRISIL and ICRA.
SAA, a wholly-owned subsidiary of Sundaram Asset Management Company Limited (SAMC), caters to the
investment needs of high-net-worth individuals (HNIs), continuing the group's legacy of financial innovation and
excellence. With cumulative assets under management of INR 6,762 crores (as of July 2024) Sundaram Alternate
Assets specialises in delivering customised solutions for long-term wealth creation through the platforms of
Portfolio Management Services (PMS) and Alternative Investment Funds (AIFs).

Under the aegis of Sundram Alternates PMS, we offer the following equity strategies:

- Sundaram India Secular Opportunities - Voyager - Voyager is a portfolio with a
Portfolio (SISOP) - SISOP targets capital bifocal approach blending compounding and
appreciation through a concentrated portfolio of opportunistic plays across multicap stocks
high conviction multicap stocks - Rising Stars — Rising Stars invests in small cap

- Sundaram  Emerging Leadership Fund stocks seeing high growth or cyclical upturn
(S.E.L.F.) - S.E.L.F. aims for long-term growth by available at attractive valuations.
investing in mid and small-cap companies.

Our portfolios are crafted to meet the needs of investors seeking capital growth with a focus on quality.

In the AIF space, we offer a comprehensive range of products across Category Il and Category I1l. Our Category Il
AlFs include:

- High Yield Secured Debt Fund I (100% money returned to investors with gross investor IRR of 15.2%)

- High Yield Secured Debt Fund II

- High Yield Secured Real Estate Fund 11l

- High Yield Secured Real Estate Fund IV (Open for Subscription)

- Sundaram Alternative Opportunities Series - Emerging Corporate Credit Opportunities Fund I

Our Category 1l AlFs include:
« ATLAS (Open ended fund) « ATLAS I « Acorn « Sundaram India Premier Fund

These AlFs are meticulously designed to address the specific needs of Family Offices, such as providing liquidity
through consistent income distribution (CAT Il AlFs) and offering high-quality, long-term investments through
thorough research and evaluation. The ATLAS and High Yield Secured Real Estate Fund IV are currently open for
subscription, reflecting our commitment to providing timely and strategic investment opportunities.

With a focus on collaborating with Family Offices, our products offer well-curated investment options that
eliminate the need for extensive research, allowing them to achieve their financial goals efficiently. Sundaram
Alternate Assets remains dedicated to upholding the values and legacy of the Sundaram Group, delivering
excellence and tailored solutions to our esteemed clients.
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For further information, you can reach out to us on the following coordinates:

We are present in the following locations:

Corporate Office -

7305529179 & 7305744425

Ashish Gulati -

Zonal Head, North: 9911038882

Vinay V Singhi -

Zonal Head, South & East: 9094010045

Rohit P Chaturvedi -

Head Banking Channel, West: 9920627755

Zone East

City

Bhagalpur
Bhilai
Bhubaneshwar
Burdwan
Cuttack
Dhanbad
Durgapur
Guwahati
Jamshedpur
Kolkata
Muzaffarpur
Patna
Raipur
Ranchi
Rourkela
Siliguri

North

Agra
Allahabad
Amritsar
Bhopal
Chandigarh
Dehradun
Delhi
Gorakhpur
Gurugram
Gwalior
Indore
Jabalpur
Jalandhar
Kanpur
Lucknow
Ludhiana
Moradabad
Varanasi

Ajay Bhide

9820600695

South

Bangalore

Bangalore-
Jayanagar
Branch

Calicut
Chennai - HO
Chennai - Sales
Cochin
Coimbatore
Davangere
Hubli
Hyderabad
Kottayam
Madurai
Mangalore
Mysore
Pondicherry
Salem
Tirunelveli
Thrissur
Trichy
Trivandrum
Vellore
Vijayawada
Visakhapatnam

« Reshmi Chakraborty -
Area Head, West Distribution: 7045906675

- Bhalchandra B Joshi -
Head IFA Channel, West: 7391960555

Hitungshu M Debnath
Chief Business Office: 9820149410

Vice President, Strategic Alliance & Products:

West

Ahmedabad
Ajmer
Akola
Anand
Aurangabad
Baroda
Bhavnagar
Goa

Jaipur
Jalgaon
Jamnagar
Jodhpur
Kolhapur
Kota

Mumbai - Andheri
East (Main Branch)

Mumbai - Fort

Mumbai - Thane
West

Nagpur
Nashik
Pune
Rajkot
Sangli
Surat
Udaipur
Vapi

International

Dubai (Representative Office)
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Disclaimer

General Disclaimer:

Securities investments are subject to market risks and there is no assurance or guarantee that the objective of the
investments will be achieved. Past performance does not indicate its future performance.

Detailed Disclaimer:

This document is issued by Sundaram Alternate Assets Limited registered with the Securities and Exchange Board
of India. This document is produced for information purposes only. It does not constitute a prospectus or
disclosure document or an offer or solicitation to buy any securities or other investment. Any information
contained in this material shall not be construed as an advice, solicitation or an inducement to invest in any
portfolio/strategy of the Investment Manager. All opinions, figures, charts/graphs, estimates and data included in
this document are subject to change without notice. The statements contained herein may include statements of
future expectations and other forward-looking statements that are based on our current views and assumptions
and involve known and unknown risks and uncertainties that could cause actual results, performance or events
to differ materially from those expressed or implied in such statements. Investors shall be fully responsible/ liable
for any decision taken on the basis of this document. The material is based upon information that we consider
reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. Neither
Sundaram Alternate Assets Limited nor any person connected with it, accepts any liability, losses and/ or
damages arising from the use of this material. The recipient of this material should rely on their investigations and
take their own professional advice. Opinions, if any, expressed are our opinions as of the date of appearing on this
material only. While we endeavour to update it on a reasonable basis there may be regulatory, compliance, or
other reasons that prevent us from doing so. This document is not for public distribution and has been furnished
solely for information and must not be reproduced or redistributed to any other person.
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This report is an exclusive property of Sundaram Alternates and Eleveight.

This document has been prepared in good faith on the basis of information available at the date of publication. This report
is based on primary qualitative and quantitative research executed by Eleveight. While this report talks of various
companies and industries neither Eleveight nor any other partners will be liable for any loss, damage, cost or expense
incurred or arising by reason of any person using or relying on information in this publication. Readers are responsible for
assessing the relevance and accuracy of the content of this publication.
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