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AN EXECUTIVE BRIEF - FAMILY OFFICES

From Investment Thesis
to Verified Value

Why Family Office Portfolio Value Creation Breaks Down — and How Operating
Intelligence Helps Restore It

For Family Office Principals, Investment Directors, Board Members, Direct Holding Companies
and Portfolio Leadership Teams

EXECUTIVE SUMMARY
Family offices operate under a different ownership reality.

Private equity works towards an exit within a defined holding period. Venture capital works towards the next
financing event, secondary or strategic transaction. Family offices and direct holding companies may own
businesses for decades, often with majority control and without a fixed exit clock.

That creates an important advantage: the freedom to invest patiently and build long-term value.
It also creates a distinctive challenge.

Without a defined transaction forcing periodic scrutiny, performance weakness, governance gaps, capital
inefficiency and succession risk can remain unresolved for longer than they should.

Long-term ownership does not reduce the need for operating discipline.
It increases it.
Family offices must understand not only whether a portfolio company is profitable, but whether it is:

— generating sustainable cash;

— preserving and compounding capital;

— improving margin quality;

— strengthening operational resilience;

— using retained earnings effectively;

— maintaining sustainable distribution capacity;

— governed with appropriate clarity and accountability;

— and becoming more, rather than less, capable of operating through leadership and ownership transitions.

The ValueFabric Permanent Ownership lens is designed around this reality. Its value equation centres on cash
yield, capital preservation, margin quality, operational resilience and distribution capacity. The ownership
endpoint is not necessarily a sale. It is defensible performance and evidence for owners, boards, lenders,
governance and succession.

At the same time, family-owned and family-office-backed companies are investing in artificial intelligence,
analytics, automation, ERP transformation and new operating systems. Yet measurable value frequently stalls
between ownership intent, board oversight, management decisions and operational execution.

The issue is rarely a lack of technology.
It is a lack of Operating Intelligence.

Financial, commercial and operational information is generated continuously across portfolio companies, but
the signals are often analysed separately. Owners receive board packs. Management teams operate through
different systems and definitions. Investment teams may identify a concern but lack a common architecture for
determining what the signals mean together, which intervention should be prioritised and whether the action
created sustainable value.

ValueFabric addresses this gap through one connected operating chain:
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Investment Thesis — Business Signals — Operating Intelligence — Decisions Architecture — Execution Support —
Performance Outcomes

The objective is straightforward: help family offices, boards and portfolio leadership teams detect performance
risks earlier, allocate capital more intelligently, translate Permanent Ownership intent into accountable
execution and verify whether interventions improved cash yield, margin quality, resilience, retained-earnings
productivity, distribution capacity and long-term enterprise value.

The methodology remains consistent across ownership models. What changes for family offices is the value
equation, the ownership horizon and the evidence required.

This Executive Brief introduces that operating model and explains why the ValueFabric Family Office Executive
Working Session is designed specifically for Permanent Ownership.
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CHAPTER 1

Family Offices Have Entered an Operating Era

Patient capital alone does not create durable value.

Family offices may have greater flexibility than institutional funds. They can hold through economic cycles,
support management over longer periods and make investments that do not need to fit a conventional fund
timetable.

But a longer ownership horizon also introduces difficult questions:

— Is the company generating an appropriate cash yield?

— Is reported profitability converting into cash?

— Should earnings be reinvested, retained or distributed?

— Is capital being allocated to the highest-value opportunities?

— Is margin improvement structural or temporary?

— Is the business becoming more resilient?

— Is management becoming stronger and more independent?

— Are governance structures keeping pace with the company?

—  Which portfolio companies require intervention?

—  Which businesses are consuming capital without strengthening long-term competitiveness?
— Is the company prepared for succession or leadership transition?

— Can performance be explained and defended to the board, family shareholders and lenders?
These are not only investment questions. They are ownership and operating questions.

Family offices often have significant influence or control. Standards and interventions can therefore frequently
be mandated. But legal authority alone does not ensure successful execution.

A technically correct decision may still fail because:

— ownership priorities are not translated into clear management objectives;
— roles between owners, boards and executives are unclear;

— management accountability is weak;

— decision rights are concentrated around too few individuals;

— the organisation lacks the required systems or capabilities;

— the intervention competes with short-term distribution expectations;

— or execution is not measured against a defined baseline and outcome.

This creates the central Family Office challenge:

The owner may have the authority to intervene, but still lack the operating architecture required to make
the intervention effective, measurable and sustainable.

Permanent Ownership must therefore connect long-term intent with disciplined execution.
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CHAPTER 2

The Permanent Ownership Value Equation

Family Office value creation cannot be reduced to EBITDA growth or headline valuation.

The Permanent Ownership value equation is broader.

Cash Yield

Does the company create reliable cash that can support reinvestment, distributions and wider Family Office
obligations?

Margin Quality

Is profitability recurring, operationally embedded and supported by sound pricing, productivity and cost
discipline?

Capital Preservation

Is the company protecting the capital already invested while avoiding unnecessary operating, financial and
concentration risk?

Operational Resilience

Can the business withstand demand volatility, supply disruption, leadership change, cost pressure and other
operating shocks?

Distribution Capacity

Can the company distribute cash without weakening working capital, liquidity, investment capacity or long-
term competitiveness?

Retained-Earnings Productivity

Are retained earnings being deployed into initiatives that create measurable future value?

Asset Productivity
Are working capital, facilities, systems, inventory and other assets being used effectively?

Long-Term Competitiveness
Is the business strengthening its market, technology, operational and management position over time?

Governance Maturity
Are ownership, board and management roles clear enough to support timely and accountable decisions?

Succession Readiness

Can the company continue to perform through changes in family ownership, board leadership, executive
management or the next generation of decision-makers?

The ValueFabric ownership model defines family offices, direct holdings and long-term holding structures
through the Permanent Ownership lens. These structures may have majority control and no fixed exit clock,
but they still require disciplined cash generation, capital preservation, resilience and evidence.

Permanent Ownership does not remove the ownership endpoint.
It changes it.

The endpoint is not necessarily a sale. It is a company capable of producing sustainable cash, protecting capital,
operating resiliently and passing through governance and succession transitions without destroying value.
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CHAPTER 3

The Al Value Gap

Artificial intelligence has become a strategic priority across operating companies and investment portfolios.

Family-owned and Family Office-backed businesses are deploying Al across finance, reporting, sales,
operations, procurement, customer service, supply chains and internal workflows.

Family offices are also exploring Al for portfolio monitoring, investment analysis, reporting, risk detection and
capital allocation.

Yet widespread adoption does not automatically produce measurable enterprise value.

McKinsey's State of Al 2025 finds that 88% of organisations use Al in at least one function, yet only 39% report
enterprise-level EBIT impact and roughly 6% qualify as Al high performers.

BCG’s Widening Al Value Gap 2025 reaches the same conclusion from a separate sample: only 5% of companies
are classified as “future-built” and consistently generate substantial value, while 60% report minimal gains
despite meaningful investment.

The defensible conclusion across both studies is that only around one in twenty organisations currently
converts Al into material and consistent enterprise-level financial value.

This should not be interpreted as meaning that 95% of individual Al projects fail. The research measures
organisational maturity and enterprise-level value, not individual project failure.

The implication is that access to technology is not the differentiator.
Value appears where Al and data are connected to:

— adefined ownership or management decision;

— areal operating process;

— clear decision rights;

— accountable ownership;

— workflow redesign;

— reliable KPI baselines;

— management adoption;

— execution responsibility;

— and rigorous expected-versus-actual measurement.

Technology can detect a pattern. It cannot, by itself, determine whether the pattern matters to the long-term
ownership thesis, whether cash should be retained or distributed, which intervention should be prioritised,
who should own execution or whether the resulting improvement is sustainable.

Without that connection, Al becomes another source of information rather than a driver of durable Family
Office value.

Family offices do not need more Al noise. They need a disciplined connection between intelligence, ownership
decisions and measurable outcomes.
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CHAPTER 4

The Missing Layer Between Ownership and Execution

Most Family Office-backed businesses already possess the systems needed to generate information. They may
use:

— ERP and accounting systems;

— consolidation and reporting platforms;

— CRM and commercial systems;

— operational systems;

— planning and forecasting tools;

— procurement systems;

— business-intelligence dashboards;

— board packs;

— external advisors;

— and Al applications.

What is often missing is the operating layer connecting those systems to the decisions that owners and
management need to make.

ValueFabric introduces a structured progression:

Investment Thesis — Business Signals — Operating Intelligence — Decisions Architecture — Execution Support —
Performance Outcomes

Investment Thesis

The investment thesis defines why the Family Office owns the company and what long-term value it expects
the business to create. This may include assumptions about:
— sustainable cash generation;

— margin quality;

— capital preservation;

— retained earnings;

— distribution capacity;

— asset productivity;

— operational resilience;

— market position;

— selective growth;

— governance maturity;

— and succession.

Business Signals

Business Signals reveal how the company is actually developing. A Business Signal is more than an isolated KPI
movement. It includes:

— direction;

— strength;

— persistence;
— abnormality;
— trajectory;
— urgency;

— confidence;

— evidence;
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— and connected signals.

Operating Intelligence

Operating Intelligence interprets what the signals mean individually, together and within the company’s
ownership and operating context. It helps distinguish:

— normal volatility from structural deterioration;

— temporary improvement from sustainable performance;

— accounting profit from cash-backed improvement;

— necessary reinvestment from inefficient capital absorption;

— company-specific weakness from sector or macroeconomic pressure;

— and short-term distribution capacity from sustainable long-term cash yield.

Decisions Architecture
Decisions Architecture translates intelligence into accountable decisions. It establishes:

— the decision question;

— the ownership objective;

— the available intervention options;
— the decision owner;

— the board and management roles;
— the KPI baseline;

— the expected financial and operational impact;
— the capital requirement;

— the execution dependencies;

— the milestones;

— the escalation rules;

— and the review cadence.

Execution Support

Execution Support activates the people and systems required to implement the decision. This may include:
— Family Office principals and investment directors;
— boards;

— portfolio-company management;

— ValueFabric Tier 1 Operating Partners;

— interim executives;

— CFO, COO and CEO support;

— functional specialists;

— implementation partners;

— systems and workflows;

— automation;

— and Al-enabled execution.

Performance Outcomes

Performance Outcomes determine whether the intervention created measurable and sustainable value.
Depending on the situation, this may include:

— stronger cash yield;

— improved margin quality;

— better cash conversion;

— working-capital release;
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— stronger distribution capacity;

— improved retained-earnings productivity;
— greater asset productivity;

— stronger operational resilience;

— improved governance;

— reduced key-person dependency;

— and greater succession readiness.

When these stages are connected, family offices, boards and management teams gain a clearer understanding
of what is changing, why it matters, what action should be taken and whether that action worked.
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CHAPTER 5

From Portfolio Reporting to Business Signals

Family offices may receive extensive financial information. But more reporting does not automatically create
better decisions.

A KPI describes an aspect of current performance. A Business Signal indicates where performance may be
heading and whether ownership or management attention is required.

Examples include:

— revenue remaining stable while gross margin weakens;

— EBITDA increasing while operating cash flow deteriorates;

— distributions continuing while working capital absorbs more liquidity;

— inventory rising faster than demand;

— receivables ageing while reported sales remain strong;

— capital expenditure increasing without measurable productivity improvement;
— customer or supplier concentration rising;

— forecast accuracy deteriorating;

— management decisions becoming dependent on one individual;

— operating systems becoming increasingly fragmented;

— retained earnings increasing without a clear return on reinvestment;

— or short-term cost reduction weakening long-term resilience.

Viewed independently, these developments may appear manageable. Analysed together, they can reveal a
more serious trajectory.

For example:

— stable EBITDA;

— weaker cash conversion;

— higher inventory;

— growing capital expenditure;
— and continuing distributions

may indicate that the company does not have five separate issues. It may have one connected capital-resilience
and distribution-capacity problem.

Operating Intelligence focuses on the relationships between the signals rather than reviewing each KPI
separately.

The most important Permanent Ownership risks rarely appear inside one number.

They emerge between the numbers.

ValueFabric AG - Operating Intelligence Infrastructure value-fabric.com



VALUEFABRIC FAMILY OFFICE - PORTFOLIO VALUE CREATION

CHAPTER 6
Value Creation Without an Exit Clock — and How 1t Is
Verified

Family offices often have the advantage of time. But time can create false comfort.

A company can remain part of a family portfolio for years while:

— margin quality deteriorates gradually;

— capital remains trapped in working capital or underperforming assets;

— governance remains informal;

— management capacity fails to keep pace with complexity;

— systems become fragmented;

— investment decisions remain insufficiently measured;

— orsuccession preparation is repeatedly postponed.

A fixed exit timetable is not required for value discipline. Permanent Ownership requires its own discipline.

The correct question is not:

|  When will the company be sold?

Itis:
Is the company becoming more valuable, resilient, governable and capable of
generating sustainable cash over time?

THE PRACTICAL DISTINCTION

A completed initiative is not automatically value creation.
A KPI movement is not yet verified value.

A dividend is not automatically sustainable cash yield.
Retained earnings are not automatically productive reinvestment.
Permanent Ownership is not automatically long-term value creation.

Verified Family Office value requires:

— adefined baseline;

— aclear ownership objective;

— an accountable decision;

— aselected intervention;

— measurable execution;

— an expected outcome;

— an actual outcome;

— and evidence connecting the intervention to the result.
The relevant evidence may include improvement in:
— cashyield;

— margin quality;

— free cash flow;

— cash conversion;

— working capital;

— distribution capacity;

— retained-earnings productivity;

— asset utilisation;

— capital efficiency;
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— operational resilience;

— management capability;
— governance maturity;

— and succession readiness.

The purpose is not to claim certainty where certainty does not exist. The purpose is to document:

— what changed;

— which decision was taken;

— which intervention was executed;

— which external factors influenced the result;

— how confident the organisation is that the action contributed;
— whether the improvement is recurring;

— whether distributions remain sustainable;

— and whether the evidence is strong enough for owners, boards, lenders, governance reviews and
succession decisions.

Permanent Ownership does not eliminate the need for endpoint evidence.

It requires evidence throughout the ownership period.
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Portfolio Intelligence Without Removing Company
Ownership

FAMILY OFFICE

PORTFOLIO VALUE CREATION

A Family Office may own businesses across different:

sectors;

geographies;
generations;

operating models;
company sizes;
management structures;
data environments;

and levels of maturity.

The answer is not to force every company into one standard operating playbook. The stronger model is
federated.

At Family Office or holding-company level, the portfolio can establish shared:

At portfolio-company level, management retains responsibility for:

performance definitions;

Business Signal standards;
governance principles;
capital-allocation criteria;
intervention categories;

liguidity and distribution reporting;
evidence requirements;
operator-deployment logic;

and cross-company learning.

company-specific priorities;
operational decisions;
implementation choices;
change management;

local execution;

and Performance Outcomes.

Under Permanent Ownership, the portfolio layer can generally set common standards. But the correct
intervention still depends on the company’s sector, business model, geography, capital structure, management
capability and operating conditions.

This creates common intelligence without removing contextual decision-making. The Family Office gains a
consistent view of performance and risk. The portfolio company retains responsibility for creating the value.
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CHAPTER 8

What Stands Behind the Method

ValueFabric does not ask family offices to take value creation on faith. The approach is built with real-world
experts and designed to be verified, not asserted.

A Tier 1 Operator Network

ValueFabric works with a network of more than 40 Tier 1 executives and operators drawn from investment
firms and portfolio companies. The method is supported by experienced practitioners — not a black-box
model.

A Multi-Sector Research Base

The methodology is informed by more than ten years of real-world company research across multiple sectors,
business models and operating conditions. The research base is enriched continuously through macro, meso
and micro intelligence, diagnostics, assessments, portfolio reviews and execution engagements.

Its purpose is not only to provide static benchmarks. It is to understand how performance patterns,
deterioration trajectories, recovery paths and value-creation opportunities develop over time.

A Method Built on Verification
Every outcome is traced through:
Baseline — Business Signal — Decision — Intervention — Execution — KPlI Movement — Performance Outcome
For Permanent Ownership, the evidence can include cash-yield improvement, margin strengthening, working-

capital release, improved distribution capacity, operational resilience and stronger governance or succession
readiness.

Academic Validation

Academic validation supports the underlying intelligence design, signal methodology, benchmarking and
intervention-attribution approach.

Two Registers: What Is Available Today and What Is Being Built

The ValueFabric methodology, diagnostic products, analytical logic, Decisions Architecture, programme
artefacts and operator-led process are available today.

The governed, layered intelligence engine designed to perform these activities continuously and at scale is in
active development.

The verified history it creates — connecting company context, Business Signals, decisions, interventions,
execution conditions and Performance Outcomes — cannot simply be licensed or purchased. It can only be
built through real companies, real decisions, real interventions and measured outcomes.

That is the compounding advantage.
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CHAPTER 9

The Family Office Executive Working Session

The ValueFabric Family Office Executive Working Session is a 90-minute, invitation-only session designed for:

— Family Office Principals and Family Shareholders;

—  Chief Investment Officers and Investment Directors;
— Direct Investment and Portfolio Leadership Teams;
— Board Members and Holding-Company Executives;
— Portfolio CEOs, CFOs and COOs;

— Governance and Succession Leaders;

— Operating Advisors and Functional Experts;

— and Interim or Fractional Executives.

Using a realistic Family Office-backed company case, participants examine how apparently manageable
movements in margin, working capital, forecast accuracy, capital expenditure, cash conversion and
distributions can combine into a more serious cash-yield, resilience, capital-preservation and succession risk.

Participants work through how to:

— detect emerging performance and capital risk earlier;

— connect financial, commercial, operational and cash signals;

— distinguish isolated KPI movements from a developing company trajectory;

— determine which portfolio companies require management or ownership attention first;
— prioritise interventions by impact, urgency, capital requirement and execution feasibility;
— establish clear owner, board and management decision rights;

— distinguish sustainable distributions from distributions that weaken resilience;

— connect retained earnings and selective investment to measurable outcomes;

— connect actions to expected cash-yield, margin, resilience and distribution-capacity outcomes;
— compare expected and actual Performance Outcomes;

— and build stronger evidence for owners, boards, lenders, governance and succession.

This is not another general Al webinar. It is a practical Executive Working Session on how family offices, boards
and portfolio leadership teams can convert Permanent Ownership intent into accountable execution and
measurable, sustainable value.
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CHAPTER 10

One Methodology. Four Regional Editions.

The ValueFabric methodology remains consistent globally. Family Office operating realities do not.

Each regional edition applies the same underlying methodology while recognising different ownership
structures, family and board environments, regulatory conditions, management maturity, portfolio
composition and succession requirements.

Governed Al adoption is treated as part of the operating reality across all four editions. Regulatory examples
remain illustrative rather than legal advice.

UNITED STATES EDITION
The United States edition focuses on:

— portfolio-company accountability;
— sustainable cash generation;
— margin quality;
— capital-allocation discipline;
— management professionalisation;
— board and governance clarity;
— distribution capacity;
— succession readiness;
— and governed Al adoption.
How can a Family Office translate patient capital and ownership control into

stronger operating accountability, sustainable cash yield and evidence-based
capital allocation?

EUROPEAN EDITION
The European edition focuses on:

— productivity and margin resilience;

— cash and working-capital discipline;

— cross-border operations;

— fragmented systems and entities;

— governance maturity;

— intergenerational continuity;

— governed Al adoption;

— and defensible performance across different operating and regulatory environments.

Where relevant, the edition distinguishes between the EU/EEA, the UK and Ireland, and Switzerland.
How can a Family Office preserve long-term value across cross-border

holdings without allowing complexity, governance requirements or
fragmented systems to weaken performance?

MIDDLE EAST EDITION

The Middle East edition focuses on:

— founder- and family-led operating environments;
— rapid growth and professionalisation;

— governance and decision rights;

— cash and capital discipline;

— management capacity;
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— cross-border expansion;
— institutional readiness;
—  succession;
— and governed Al adoption.
Cases and examples are adapted, where relevant, across the GCC and wider MENA region.
How can a family-owned or Family Office-backed business professionalise,

scale and prepare for succession without losing entrepreneurial speed or
ownership alignment?

ASIA-PACIFIC EDITION
The Asia-Pacific edition focuses on:

— diverse family and ownership structures;

— long-held operating businesses;

— founder and management alignment;

— cross-border complexity;

— supply-chain and manufacturing resilience;

— capital and distribution discipline;

— governance maturity;

— succession readiness;

— fragmented systems;

— and differing levels of management and Al readiness.
Cases are adapted to the relevant operating environment, including Southeast Asia, India, Japan, South Korea,
Greater China and Australia/New Zealand.

How can family offices create consistent operating discipline across diverse
businesses and markets while preserving local management ownership and
long-term family value?
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WHAT PARTICIPANTS LEAVE WITH
Participants leave with a practical understanding of how to connect:

— Permanent Ownership intent to the Business Signals requiring attention;
— Business Signals to Operating Intelligence;

— Operating Intelligence to Decisions Architecture;

— ownership, board and management rights to accountable decisions;

— capital allocation to measurable expected outcomes;

— decisions to accountable Execution Support;

— execution to measurable Performance Outcomes;

— and verified Performance Outcomes to stronger cash yield, margin quality, capital preservation,
operational resilience, distribution capacity, governance and succession evidence.

The outcome is not another presentation or generic framework. It is a clearer operating model for translating
Permanent Ownership into measurable, sustainable and defensible value.

REQUEST AN INVITATION

The ValueFabric Family Office Executive Working Session is delivered by arrangement in cooperation with Tier 1
Operating Partners.

Sessions are limited to Family Office principals, investment leaders, board representatives, direct-holding
executives and portfolio leadership teams to enable practical discussion and peer exchange.

Following the session, selected participants may nominate one portfolio company for a private discussion on:

— cash yield and margin quality;

— working capital and distribution capacity;
— capital allocation and retained earnings;
— management and governance maturity;
— operational resilience;

— succession readiness;

— execution risk;

— and outcome evidence.

Request an invitation or discuss a regional edition with the

ValueFabric team.
Contact: contact@value-fabric.com
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