WEALTH STRATEGIES

The Family
[nvestment LLC:
Structure and Strategy
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For ultra-high-net-worth families, wealth rarely exists in a single
account or entity. Instead, it spans operating businesses, real
estate, private investments, and financial assets, often across
multiple generations and jurisdictions. Managing that complexity

requires more than investment expertise; it requires structure.

One of the most adaptable structures wealthy families use today

is the limited liability company (LLC). While often associated with

tax or legal planning, the modern family investment LLC serves

a broader purpose. When designed thoughtfully, it becomes
a framework for organizing assets, coordinating investment

decisions, and engaging rising generations in the stewardship
of family capital.

At Pitcairn, we often see our client families shift their perspective
on LLCs over time. Rather than viewing them as solely technical
planning tools, they begin to see them as platforms for governance.
The LLCs are structures that may bring clarity to ownership,

decision-making, and long-term wealth stewardship.
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From Legal Structure to Strategic Framework

Historically, families adopted LLCs primarily for liability protection
or tax efficiency. Those benefits remain important, but today’s
families increasingly recognize that the real value of an LLC lies in

the organizational clarity it creates when the entity has a clearly

defined purpose.

A well-designed family investment LLC can help families:

m Coordinate investment strategy across generations
m Separate economic ownership from decision-making authority

m Support estate planning objectives

m Provide discretion around asset ownership

m Establish a framework for family governance and education

When these objectives are aligned, the LLC becomes more than
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a legal entity — it becomes the operating structure for a family’s

investment enterprise.

Organizing Complex Assets
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Families often use separate LLCs to house different categories of
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assets. Real estate portfolios are frequently structured so that each
property sits in its own entity. High-liability assets, such as aircraft or

vacation properties, may also be held in dedicated LLCs. Operating
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businesses, investment partnerships, and valuable collections, such

as art or automobiles, may likewise be placed within distinct entities.

This segmentation helps ensure that exposure related to one asset
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does not extend to the broader family balance sheet. It also creates

cleaner accounting, clearer ownership records, and more orderly

-

asset management.

Viewed this way, LLCs are not simply legal wrappers. They are tools

for building thoughtful ownership architecture around family wealth.

The Family Investment LLC

Beyond individual asset entities, many families establish a centralized
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family investment LLC designed to coordinate capital and investment

decision-making across generations.
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In this structure, family members contribute assets or capital to a
shared investment vehicle. The LLC may hold public market portfolios,

alternative investments, private equity commitments, venture
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investments, or direct operating businesses.



This structure offers several advantages.

First, it enables coordinated investment management. Rather than
maintaining fragmented portfolios across dozens of accounts, families
can manage allocation, manager selection, and portfolio strategy
through a unified framework. Additionally, pooled capital can provide
a pathway to investing in various funds that would otherwise not be

available due to minimum investment thresholds.

Second, it provides clear governance around investment decisions.
Many family investment LLCs are manager-managed, meaning

designated individuals (or an investment committee) are responsible
for day-to-day decision-making. This structure supports professional

oversight while still allowing broad family ownership.

Third, it allows families to separate economic ownership from control.
Family members may retain voting authority while gradually transferring
non-voting economic interests to children or trusts. This allows

wealth transfers to occur over time while maintaining continuity in

investment leadership.

Integrating Estate Planning

Family LLCs are frequently integrated with broader estate planning

strategies, particularly when coordinated with trusts.
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A common approach involves parents contributing investment assets

to an LLC and then transferring minority interests in the entity to

irrevocable trusts established for children or future generations.

Because these interests may lack both control and marketability,
they sometimes qualify for valuation discounts under current tax rules,

subject to careful structuring and regulatory scrutiny.

When implemented appropriately, this strategy can help families:

m Reduce the taxable value of transferred assets
m Shift future appreciation outside the senior generation’s estate

= Coordinate wealth transfers across multiple family branches

However, the benefits depend on maintaining real operational
substance. Tax authorities increasingly challenge structures that
exist primarily for technical planning purposes without meaningful

governance or economic activity.

Families that operate their LLCs as genuine investment enterprises —
with documented decision-making and active oversight — tend to

be better positioned.



Privacy and Ownership Discretion

Another advantage of entity-based ownership is the additional layer of

discretion it can provide.

In many jurisdictions, direct ownership of assets such as real estate can
make an individual's name publicly visible in property records. Holding
those assets through an LLC may provide an added layer of separation,
depending on the state in which the LLC is ultimately registered and

the reporting requirements.

For families with significant public visibility — or those who simply value
privacy — this structure can help keep ownership more discreet while

still allowing for effective asset management.

While discretion is rarely the primary motivation for forming an LLC,
it can be a meaningful secondary benefit within a broader planning

framework.

A Platform for Family Governance

Perhaps the most powerful evolution of the family investment LLC is

its role as a governance platform.

Sustaining wealth across generations requires more than a sound
investment strategy. It requires a collective understanding of purpose,
clear decision-making processes, and shared expectations among
family members. An LLC provides a formal structure where these

principles can be defined.
Operating agreements typically address issues such as:

m \/oting rights and decision authority

m Distribution policies

m Transfer restrictions among family members
m Buy-sell provisions

m Dispute resolution processes

These provisions establish a common rulebook for managing shared
capital and can help prevent misunderstandings as families grow

more complex.

Equally important, the LLC structure can serve as a training ground for
the rising generation. Family members may participate in investment
committees, review portfolio performance, or engage in due diligence
discussions. Through this involvement, they gain exposure to both the

technical and collaborative aspects of managing family wealth.
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Over time, these experiences help prepare future stewards of the

family enterprise.

Structural Characteristics of Effective
Family LLCs

While every family's needs differ, well-designed family investment LLCs

often share several common characteristics.

Most are manager-managed, allowing designated individuals or

committees to oversee decisions while maintaining broad family ownership.

Many also separate voting and non-voting units, enabling economic

interests to be transferred without immediately transferring control.

Strong operating agreements are essential. These documents typically
outline governance procedures, transfer-of-ownership provisions, and

protocols for handling potential disputes.



An LLC structure can
serve as a training

ground for the rising
generation and a
governance platform.

Finally, the LLC is rarely a standalone structure. It is typically integrated
with trusts, insurance strategies, and family office operations as part of

a comprehensive wealth planning framework.

Avoiding Common Pitfalls

Despite their flexibility, LLCs must be implemented carefully to deliver

lasting value.

Tax authorities continue to closely examine valuation discounts, particularly

when entities appear to lack a meaningful economic purpose. Maintaining

proper governance, documentation, and operational substance is essential.

Families must also respect corporate formalities. Commingling personal
and entity finances or failing to maintain records can weaken the legal

protections an LLC is intended to provide.

Finally, governance clarity matters. Ambiguity around voting rights,
distributions, or transfer policies can lead to tension between family

branches over time.

For these reasons, the most successful structures are those built

with a clear purpose and maintained with discipline.

Structure in Service of Stewardship

The family LLC has evolved well beyond its origins as a technical
legal tool. Today, it often serves as the structural backbone of a

family's enterprise.

When thoughtfully designed, it brings together several critical elements
of multigenerational wealth stewardship: coordinated investment
management, estate planning integration, governance clarity, and

rising-generation engagement.

By formalizing how assets are owned, managed, and transferred,
the family LLC encourages families to define their values, clarify
their decision-making processes, and prepare future generations for

responsible stewardship.

In that sense, the modern family LLC is not just about structure. It is
about creating the governance, discipline, and shared purpose that

allow family wealth and family enterprises to endure across generations.
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DISCLAIMER

Pitcairn Wealth Advisors LLC (“PWA”") is a registered investment adviser with its principal place of business in the Commonwealth of Pennsylvania.
Registration does not imply a certain level of skill or training. Additional information about PWA, including our registration status, fees, and services

is available on the SEC’s website at www.adviserinfo.sec.gov.

This material was prepared solely for informational, illustrative, and convenience purposes only and all users should be guided accordingly. All information,
opinions, and estimates contained herein are given as of the date hereof and are subject to change without notice. PWA and its affiliates (jointly referred
to as “Pitcairn”) do not make any representations as to the accuracy, timeliness, suitability, completeness, or relevance of any information prepared by
any unaffiliated third party, whether referenced or incorporated herein, and takes no responsibility thereof. As Pitcairn does not provide legal services,

all users are advised to seek the advice of independent legal and tax counsel prior to relying upon or acting upon any information contained herein.

Any performance numbers displayed to the user may have been adversely or favorably impacted by events and economic conditions that will not prevail
in the future. Past investment performance is not indicative of future results. The indices discussed are unmanaged and do not incur management fees,
transaction costs, or other expenses associated with investable products. It is not possible to invest directly in an index. Projections are based on models

that assume normally distributed outcomes which may not reflect actual experience.

Consistent with its obligation to obtain “best execution,” Pitcairn, in exercising its investment discretion over advisory or fiduciary assets in client
accounts, may allocate orders for the purchase, sale, or exchange of securities for the account to such brokers and dealers for execution on such
markets, at such prices, and at such commission rates as, in the good faith judgment of Pitcairn, will be in the best interest of the account, taking
into consideration in the selection of such broker and dealer, not only the available prices and rates of brokerage commissions, but also other
relevant factors (such as, without limitation, execution capabilities, products, research or services provided by such brokers or dealers which are

expected to provide lawful and appropriate assistance to Pitcairn in the performance of its investment decision making responsibilities).
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