
 

Majestic as they may present on the surface,  there is the potential for real danger if we 

accept icebergs for what they appear to be.   While we can be in awe of their beauty,  we 

need to be cognizant both of the very obvious danger they pose for vessels large and 

small when they are visible,  and the even greater risk from what lies hidden below.

Transitioning family wealth is a bit like navigating an iceberg.   It is what we don’t see 

that poses the greater risk.  The part of the iceberg that is hidden represents the 

assumptions that are frequently made about what family members know and are 

expected to do.  When we make assumptions that  “what we see is what we get”,  we 

often create confusion in the family which can set the stage for chaos later.   We call this 

assumicide and it can inflict irreparable damage.    

We are all guilty of assumicide. Rather than exploring what may lie beneath, we make 

assumptions that frequently result in unrealistic expectations, which in turn can lead to 

disappointments and, in many cases, conflict and a loss of trust. 

Managing assumptions is essential to the success of your inter-generational wealth 

transition plan and requires much more attention than just protecting your portfolio 

from poor investment decisions.  None of us has complete control over the things that 

could negatively impact our future.  Unforeseen events can occur at any time.  It is 

imperative that we consider all potential risk factors and plan for how we might 

address the unlikely as well as the unexpected.

Effective risk management relies heavily on being proactive with POLICIES, PLANS 

and PROCESSES.  It begins with the creation of policies like those discussed in the 

previous edition of Changing Lanes.  Effectively managing communication and risk 

requires that we go one step further with these policies to ensure they are clearly 

documented, shared and implemented.   In this issue of Changing Lanes we continue 

our focus on the Ten P’s of a Successful Wealth Transition with a look at ways to 

document policies and manage risk with the help of a structured PLAN.   
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The Perils of Assumicide
It was like a comedy of errors, but certainly not funny.  One 
major assumption – that the ship was unsinkable – launched 
a myriad of poor decisions that ultimately caused the death 
of hundreds and the demise of the mighty Titanic.  

The belief in the immortality of the Titanic 
was so strong that a decision was made to 
remove many of the lifeboats prior to that 
fateful maiden voyage. The objective was to 
reduce the feeling of clutter onboard.  
Similarly, the men in the crow’s nest were not 
using binoculars to look out for icebergs.  One 
story has the equipment left behind in 
Southhampton.  But the most fateful of the 
many bad decisions was when the leadership 
team ignored the warnings of icebergs from 
other ships in the area.

Like the Titanic, families of wealth are not 
invulnerable.  Family and wealth continuity 
should not be taken for granted.  Limiting our beliefs can be 
detrimental.  It is essential to consider the unlikely as well as the 
unexpected if we want to effectively manage risk.  We absolutely 
need to conceive what disasters might lurk ahead and plan 
accordingly.  

Overconfidence also led to assumicide.  Both the chairman 
of the White Star Line and the ship’s Captain Smith were 
guilty of pushing the envelope to ensure Titanic would live up 
to its “supership” status.  Luxury wasn’t enough. They wanted 
to reach New York in record time and surpass the reputation 
of a sister ship. The captain reportedly abandoned the 

scheduled safety drill of lifeboat practice to save time and, 
under pressure from the company chairman, made the 
decision to increase speed despite warnings of treacherous 
waters ahead.  When the deadly iceberg was eventually 

spotted, a gross error in judgement had the 
crew miss the opportunity to minimize, or 
even prevent, the collision.

History is full of examples of families who 
believed they were so closely-aligned in their 
perspectives or beliefs that formal agreements 
and documentation were not needed.  Perhaps 
in a hurry or pre-occupied with other matters, 
they dismissed the advice of others only to later 
discover that stakeholders based their decisions 
and actions on vastly different interpretations 
and expectations.  As a family, we may identify 
and agree on what is important, but unless we 
have a system to ensure our policies are 
transparent and implemented, we, like the 

Titanic, can suffer a major collision.

The capability of the Titanic was so overestimated that, even 
after disaster struck, many refused to believe what was 
happening.  As chaos reigned, the lack of preparedness was 
compounded by poor communication at every level.  It is 
devastating to think that whole families perished because 
they spent precious minutes frantically looking for each other 
instead of escaping intact in one of the available lifeboats. 

Read on for ways to avoid Titantic mistakes and prevent 
assumicide from destroying your family and wealth.
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In the first five of the Ten P’s, our focus was on the process 
for identifying common ground as the basis of a 
successful inter-generational wealth transition.  

In this second half of the series, we turned 
our attention to the “HOW you will get 
there” by initiating the actions that will 
ensure you are well-positioned to 
achieve your wealth transition goals.   

Having already defined the POLICIES 
that will support and enhance effective 
management and deployment of the 
family wealth going forward, you are 
now ready for the seventh of the Ten P’s 

— the development of PLANS for managing 
both the tangible and intangible assets that 
make up that wealth.

In this edition of Changing Lanes, we touch 
on a number of concepts that may be 
appropriate for your inter-generational 
wealth transition PLAN.  Each of these 
concepts will require further exploration and 
a more-detailed discussion with the 
appropriate technical experts who are 

familiar with the laws in your jurisdiction.  
Be sure to discuss all ideas fully with your 
trusted advisor before you make any 
financial or legal decisions.  

Continuing the “How”

For an overview of all items that comprise the Ten P’s of a Successful Wealth Transition, review the first issue in the series.

“I cannot imagine any condition 
which would cause the ship to 
founder.  I cannot conceive of 
any vital disaster happening to 
this vessel.  Modern shipbuilding 
has gone beyond that.”

Captain Edward Smith

Assumicide

When your assumptions lead to 
dire consequences which could 
subsequently lead to your demise,  

you commit assumicide.



Titanic
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Safe Passage to NextGen
In the previous issue of Changing Lanes, we emphasized the 
importance of clearly-defined POLICIES that represent and 
communicate your overall wealth management and wealth 
transition PHILOSOPHY.  In addition to exploring the need 
for policies that deal with the governance of the family 
wealth and the day-to-day management of that wealth, we 
recommended that family enterprises also define guidelines 
for meeting the needs of multiple generations in a way that 
reflects the family’s philosophy for the sharing and 
distribution of wealth.

The demise of the Titanic serves to remind us that having 
well-defined policies is just the tip of the iceberg.  We can’t 
assume that because something is very clear to us, it will be 
equally clear to others.  The next step is to map out exactly 
how the family intends to adhere to these adopted policies, 
through the development of specific action PLANS that not 
only communicate the obvious, but also address as many 
‘what ifs’ as possible.  A proactive plan is always preferable to 
a reactive plan. 

An inter-generational wealth transition plan can have many 
components but the overall objective is to nurture and 
sustain both the wealth and the family by:

Preparing heirs for effective wealth management.

Supporting and treating family members equitably.

Managing risk to protect the physical capital.

Ensuring clear communication and transparency.

Articulating intentions around how and when the wealth 
will be shared with subsequent generations.

Maintaining trust and “familyness”. 

Preventing litigation.

We strongly recommend that you consult with your trusted 
advisor before developing your plan, but the following 
review of common elements of an effective 
inter-generational wealth transition plan, and the role each 
plays in protecting and transitioning both the tangible and 
intangible family assets, will help you determine what 
questions to ask!

While exploring the third of the Ten P‘s, we 
talked about the importance of 
defining your wealth 
PHILOSOPHY for each of 
the three assets groups: 
the physical capital, the 
intellectual capital and 
the social capital.  It makes 
sense to now use the same 
3-circle structure in considering 
appropriate action plans to deliver on 
that philosophy.

The Physical Capital

The Titanic’s primary objective should have been to protect 
its most important physical asset -- human life.   Those in 
charge failed to adequately manage the risk associated with 
the safe delivery of that asset.  Similarly, the primary objective 
of a Wealth Transition Plan is to mitigate the risk associated 
with the transfer of the family’s financial assets.  

In addition to the more obvious market risk associated with 
the ongoing management of an investment portfolio, an 
inter-generational wealth transition plan must also address 
the potential loss of wealth resulting from matters such as 
estate and probate taxes, marital break-downs, debilitating 
accidents, long-term health costs, litigation, property 
damage, inflation, overspending, and even fraud.  

Tactics to sustain and grow the physical capital are numerous.  
It is imperative that all families engage appropriate financial 
and legal experts who can present both the pros and cons of 
each potential solution.  Seek out providers who will identify 
and discuss the various tools for use in strategies that:

Protect and preserve your capital through appropriate 
investment vehicles and associated mitigation of risk.

Protect the family assets from creditors and litigation.

Ensure all adults have comprehensive estate plans as well 
as individual financial and lifestyle plans.

Provide for health, disability, incapacity and special needs 
planning.

Manage individual, family and estate tax liability.

Provide for income splitting and gifting where appropriate.

Ensure there is agreement on how trusts, gifts, dividends or 
other wealth distributions will be managed.

Continued on page 4
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Safe Passage to NextGen continued

At the same time, family members need to determine how 
best to use their financial wealth to advance the family’s 
intellectual and social capital.

The Intellectual Capital

As the world learned from the Titanic story, intellectual capital 
is critically important to a successful journey.  Human error in 
the form of egos, lack of planning, poor leadership, and team 
fragmentation all contributed to the ship’s demise. 

Good governance and asset-management go hand-in-hand.   
As we saw in the previous issue of Changing Lanes, families of 
wealth need to invest resources in developing and electing 
family members with the necessary skills and competencies 
to uphold family policies, work alongside legal and financial 
experts, and make sound decisions on behalf of the entire 
family. 

These family leaders will be required to think, plan and act 
strategically.  Building intellectual capital never ends as every  
generation needs leaders who can use their assigned 
authority, responsibility and accountability to determine the 
most suitable and effective wealth management tools and 
techniques, and subsequently oversee  the development and 
implementation of all components of the inter-generational 
wealth transition plan on behalf of the family.  These leaders  
are also responsible for providing continued oversight of all 
wealth protection and risk management strategies including 
the signing of regulatory and financial agreements by 
relevant parties.  Such agreements may include Powers of 
Attorney,  Testamentary or Inter-Vivos Trusts; Wills and 
Probate filing; Pre-nuptial and Shareholder Agreements; 
Personal and/or Corporate Tax Returns; Charitable or 
Philanthropic bequests; and Compensations Plans for those 
involved in the role of wealth management. 

The Social Capital

The larger the ship, the harder it is to steer, and, as the crew of 
the Titanic discovered, much more challenging to change 
course at short notice.  Similarly, the larger the family,  the 
more difficult it is to get alignment, anticipate or address 
changing needs, or react to the unexpected.  

Successful families work diligently to prepare for every “what 
if” they can conceive.  They recognize the importance of 
social capital in maintaining “familyness” and individual 
engagement.  A key objective is to ensure open and effective 
communication that encourages participation by all.  

Building social capital includes the  implementation of plans 
that support the family’s philosophy and policies around 
providing lifestyle and/or financial support for all family 
members. For example, these plans may stipulate and 
communicate how to qualify and apply for financial support 
for individuals in post-secondary education; philanthropic or 
humanitarian endeavors; health, disability, addiction, 
retirement or nursing care; or direct family employment in 
areas such as wealth management.   

A Family Charter or Constitution, a Family Participation Plan, 
and a Family Creed or Code of Conduct are some examples 
of how families can document and communicate the key 
policies of their inter-generational Wealth Transition Plan.  
Other popular techniques for building “familyness” and 
strengthening communication are the Family Board of 
Directors, a Family Council, and even a Junior Board for 
engaging succeeding generations at an early age. 

Unlike those who were guardians of the Titanic, you can plan 
ahead to manage the “what ifs” and be ready to respond to 
any crisis in a timely manner.  Being proactive and setting 
expectations when the family is smaller will help ensure 
there is a working system in place as the family grows.  
Sustaining wealth and ensuring it supports rather than 
destroys the family system requires openness, transparency 
and accountability.  In the next issue of Changing Lanes, we 
will explore processes that can help with the increased need 
for oversight as the family grows in size and complexity.

Guiding Family Business, from Now to Next

T:  212.579.2613
W:  http://www.edwardrosenfeld.com
E:   ed@edwardrosenfeld.com

Edward Rosenfeld
Family Business Consultant


