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Framework at a Glance

Formal Definition

The Operating Dynasty Architecture™ is the coordinating architecture within The Merrick
Spitters Asset Security Framework™ for families whose wealth is concentrated in a business,
farm, land, real estate or closely held enterprise. It aligns the operating enterprise, independent
family capital, liquidity, investment mandates, ownership, governance and succession as one
structure designed to preserve choice across credit cycles and generations.

Governing Problem

The asset that creates family wealth often also supplies income, supports borrowing, anchors
identity and is expected to fund retirement, tax and succession. A separately diversified portfolio
cannot protect the family when several parts of the balance sheet still depend on the same
enterprise, credit cycle and founder.
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THE MERRICK SPITTERS ASSET SECURITY FRAMEWORK™
The Operating Dynasty Architecture™

) SUCCESSION AND CONTINUITY
Prepared leadership, ownership transfer, family alignment and Integrated Succession
ENTERPRISE Architecture™
CONTINUITY 6 GOVERNANCE AND ORCHESTRATION PRESERVE
Decision rights, common facts, review cadence and accountable professional coordination
STRESS CHOICE
TEST™ 5 OWNERSHIP AND CONTROL
Legal authority, entity structure, guarantees, covenants and control succession ACROSS
APPLIES
INVESTMENT MANDATE CYCLES
Across > 4 ) o : : :
Portfolio roles and guardrails calibrated to the family enterprise, not a retail benchmark
ALL AND
3 LIQUIDITY AND OBLIGATIONS
LAYERS Accessible capital matched to tax, debt, payroll, buyout and family timing GENERATIONS
2 INDEPENDENT FAMILY CAPITAL
Capital outside the enterprise that can support choice when the enterprise is under pressure
Business, farm, land, real estate, operating cash flow and productive capacity
GOVERNING OUTCOME
Enterprise strength and family choice remain connected through changing conditions.
. J

Figure 1. Canonical seven-layer architecture of The Operating Dynasty Architecture™

Intended outcome: The enterprise can continue to create value while the family builds
enough independent capital, liquidity, governance and prepared leadership to retain
meaningful choices when conditions change.

Boundary. The architecture is not a dynasty trust, a family-office service model, a model
portfolio, a product package, a promise that a business will remain in the family or a replacement
for Integrated Succession Architecture™. It is the operating-family application of The Merrick
Spitters Asset Security Framework™.
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Executive Overview

Operating families build wealth through concentration. They commit capital, judgment,
reputation and often several generations of work to a productive enterprise. That concentration
can create extraordinary value. It can also leave family income, collateral, liquidity, identity and
succession dependent on one outcome.

Conventional portfolio construction begins inside the investment account. The Operating
Dynasty Architecture™ begins with the complete family system. It asks what the enterprise is
exposed to, what the portfolio is expected to do, how much independent capital exists, where
liquidity sits, who controls each entity, how decisions are governed and whether the structure can
continue without the founder.

The architecture does not oppose growth or diversification. It gives each form of capital a
defined job. Productive assets create enterprise value. Independent family capital reduces
dependence on a future sale. Liquidity protects time. Investment mandates offset rather than
amplify enterprise exposure. Governance preserves decision quality. Succession converts current
responsibility into prepared future authority.

Governing principle: The investment portfolio is a component of the family architecture, not
a shield around everything else the family owns.

Why the Name Matters

“Operating” keeps the framework centred on productive enterprises and their real cash-flow,
credit and management requirements. “Dynasty” refers to continuity of responsibility and choice
across generations, not to preserving every asset or corporate form. “Architecture” means that
assets, obligations, authority, people and professional work must connect as one structure.
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The Seven Structural Layers

Layer
1. Enterprise base

Scope
Business, farm, land, real estate, operations and
productive capacity.

Structural objective
Create value without concealing dependence on one
person, lender, customer or cycle.

2. Independent family
capital

Capital outside the enterprise that remains
available when the enterprise is under pressure.

Reduce reliance on a future sale, distribution or
refinancing.

3. Liquidity and
obligations

Capital matched to tax, debt, payroll, buyout,
equalization and family timing.

Prevent a short-term deadline from forcing a long-
term asset decision.

4. Investment mandate

Investable family capital, including public, private
and contractual holdings, governed relative to
enterprise exposure, liquidity and family
objectives.

Use portfolios for defined liquidity, income, growth
and opportunity roles without amplifying operating
risk.

5. Ownership and
control

Entities, title, voting, guarantees, covenants,
authority and successor control.

Keep legal intent, economic claims and practical
authority aligned.

6. Governance and

Decision rights, common facts, review cadence,

Make discipline durable beyond one founder or

orchestration mandates and professional responsibility. advisor.
7. Succession and Prepared leadership, ownership transfer, family Carry enterprise value and family choice through
continuity alignment, funding and purpose. transition.

Architecture Rule

A layer is not secure because it looks strong in isolation. It is secure only to the degree that its
assumptions remain compatible with the other six layers. A portfolio can be liquid while held in
the wrong entity. A shareholder agreement can be clear while unfunded. Independent capital can
exist while invested in exposures that fall with the business. A prepared successor can still inherit
an unsustainable debt structure.
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Layer One: The Enterprise Base

The enterprise base includes the operating company, farm, land, real estate, equipment,
intellectual property, key contracts, customers, suppliers, employees and the financing required
to keep productive capacity working. Its first job is to create value. Its second is to reveal what
that value depends on.

Enterprise Dependency Questions

e Which revenue, customer, supplier, commodity, location or regulatory concentrations can
impair cash flow?

e Which guarantees, facilities, covenants or refinancing dates connect enterprise survival to
one lender or one person?

e Which relationships, approvals, processes or technical knowledge remain concentrated in the
founder?

e How much of the appraised value remains transferable if the founder is absent or a buyer
changes terms?

e Which productive assets are essential, and which can be sold without damaging the core
enterprise?

Layer Two: Independent Family Capital

Independent family capital is capital outside the operating enterprise that can support family
income, liquidity and choice without requiring the enterprise to distribute cash, borrow, refinance
or sell at an inconvenient time. It may include cash reserves, governed financial portfolios,
insurance values and other properly structured resources.

Separation principle: Enterprise capital should not be asked to fund every family need, and
family capital should not be counted as independent when it can only be accessed by
weakening the enterprise.

Independent Capital Floor

The framework does not impose one universal percentage. The family defines a documented
capital floor by modelling personal income, tax, debt, family support, transition and opportunity
needs under more than one scenario. The floor should be stated by amount, entity, purpose,
access and review trigger. The family and transition liquidity floor is the immediately accessible
component of the Independent Family Capital Floor. Operating liquidity remains separately
protected within the enterprise. Each amount must be mapped by purpose, entity and timing so
the same capital is never counted twice.
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Layer Three: Liquidity and Obligations

Liquidity preserves time, and time preserves negotiating power. The architecture maps each
material obligation to a source that has passed amount, timing, access, reliability and
consequence tests. The Liquidity Gap™ is used when obligations exceed accessible independent
capital at the required time.

Liquidity role Examples Architecture requirement

Operating liquidity Payroll, inventory, suppliers, Protected inside the enterprise and not double-counted
maintenance and working capital. for family obligations.

Family liquidity Income, emergency reserves, home and Available without an enterprise distribution or forced
personal commitments. market sale.

Transition liquidity Tax, redemption, buyout, equalization, Matched to the event, entity, due date and responsible
estate and professional costs. decision-maker.

Opportunity liquidity Acquisitions, distressed assets and Maintained only after essential operating and
strategic reinvestment. transition needs are protected.

Layer Four: The Investment Mandate

An investment mandate should govern all investable family capital, including public, private and
contractual holdings, and should be calibrated to the enterprise rather than evaluated as if the
family were a statistically average household. The mandate defines the job, liquidity requirement
and guardrails of each sleeve, and tests whether exposures offset or amplify the business,
property, land and debt structure.

Mandate Segmentation

Capital mandate Primary job Key guardrail
Liquidity capital Meet near-term family and transition needs. Do not depend on a favourable sale, long lockup
or new lender approval.
Income capital Support dependable family cash flow outside | Evaluate issuer, duration, credit and market
the enterprise. correlation with operating income.
Defensive capital Provide structurally distinct resilience. Understand ownership, custody, counterparty,
currency and access dependencies.
Growth capital Compound capital for long-horizon Accept volatility only where time and liquidity
objectives. permit.
Opportunity capital Act when enterprise or market conditions Remain subordinate to operating, family and
create attractive choices. transition liquidity requirements.

Mandate discipline: Performance remains important, but mandate adherence is the first test.
The portfolio succeeds only if it performs the job assigned within the complete family
architecture.
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Layer Five: Ownership and Control

Ownership documents, voting rights, signing authority, guarantees, trusts, corporations,
partnerships, beneficiary arrangements and debt claims must agree with the practical authority
the enterprise requires. Recorded title is not enough when authority, access or lender consent
changes during incapacity, death or transfer.

Control Map

¢ Identify who owns economic value, who votes, who manages and who can replace
management.

¢ Confirm authority during temporary incapacity, permanent incapacity, death and conflict.

e Map personal and corporate guarantees, security interests, covenants and consent
requirements.

e Test whether buy-sell, redemption, valuation and equalization promises are funded.

e Confirm that wills, powers, trusts, corporate records, agreements and beneficiary instructions
work together.

Layer Six: Governance and Orchestration

Governance converts family purpose into repeatable decisions. It defines who receives
information, who has authority, how major decisions are approved, which guardrails apply and
how the next generation learns to carry responsibility. The Central Orchestration Model™ keeps
the family, enterprise and independent professionals working from one common fact base and

sequence.

Governance element Minimum discipline

Consolidated reporting One view of enterprise assets, independent capital, debt, guarantees, liquidity and transition
obligations.

Decision rights Documented authority for operating, financing, investment, ownership and transition
decisions.

Mandates and guardrails Written roles, liquidity floors, concentration limits, approval thresholds and review triggers
appropriate to the family.

Review cadence Regular architecture reviews plus event-driven reviews after material change.

Professional accountability Each technical issue has a named independent professional owner; the facilitator maintains
connection and sequence.

Family preparation Affected family members understand the purpose, roles, fairness process and limits of the
plan.
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Layer Seven: Succession and Continuity

Succession is the conversion of current responsibility into prepared future authority. It includes
management, ownership, liquidity, family alignment, legal documents, tax, financing, custody
and the owner’s financial independence and purpose after transition.

Integrated Succession Architecture™ remains the succession-specific implementation
architecture. The Operating Dynasty Architecture™ is broader. It governs the family system
before, during and after transition and keeps the portfolio, enterprise and succession plan
connected through ordinary operating cycles as well as a transfer event.

Continuity Questions

e Can the enterprise operate for 90 days without the founder?

e Does the successor want the role, and has competence been tested through real

responsibility?

e Can ownership and management transfer on schedules the enterprise can support?

e Can non-operating family members be treated fairly without overleveraging or dividing

essential productive assets?

¢ Does the founder have enough independent income and capital to release control without one

required sale price?

e What purpose should survive if the current corporate or ownership form changes?
Continuity rule: The business is an asset and an achievement. It is not automatically the
legacy. The legacy is whether judgment, responsibility, relationships, capital and meaningful
choice survive the transfer.

The Enterprise Continuity Stress Test™

The Enterprise Continuity Stress Test™ applies across all seven layers. It begins with The Dual
Balance Sheet Concept™, maps shared stress drivers, applies enterprise, market, credit and
transition pressure concurrently, measures The Liquidity Gap™ and Succession Compression™,
and uses The Central Orchestration Model™ to assign the response.

Stress-test question Architecture layer most directly tested

What weakens when revenue, margins or management capacity decline? Enterprise base and governance.

What changes when rates rise, collateral values fall or guarantees Enterprise base, liquidity and ownership/control.

disappear?

Which financial holdings decline with the same drivers affecting the Independent family capital and investment

enterprise? mandate.

Which obligation creates the first deadline, and what capital can reach it? Liquidity and obligations.

Who can act, and what work must be completed before options expire? Ownership/control, governance/orchestration
and succession/continuity.
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Illustrative Application: Rebuilding the $310-Million

Structure

The composite operating family used in The Enterprise Continuity Stress Test™ has $175
million in agricultural land, $60 million in income-producing real estate, $45 million in operating
companies and $30 million in financial portfolios. The enterprise and property assets total $280
million, or approximately 90.3 percent of the initial $310-million family balance sheet.
Independent financial capital represents approximately 9.7 percent.

After a 30-percent portfolio decline, independent financial capital falls to $21 million. Against
the illustrative $24-million tax obligation, the family has a visible minimum shortfall of $3

million before operating needs, fees, access constraints or the cost of raising other capital. The
test reveals that the portfolio cannot carry both the transition obligation and its broader family-

capital role.

Architecture Response

Enterprise base

Finding
Land, property and operating companies share
credit and valuation drivers.

Required architecture decision
Decide which productive assets are essential, which exposures
can be reduced and how management continues.

Independent family The family’s only major outside pool is too Define and build an independent capital floor tied to family and
capital small to absorb the tested obligation without continuity needs.

being consumed.
Liquidity and The tax obligation exceeds the post-decline Create a timed funding map and close the practical Liquidity
obligations portfolio before other claims. Gap™.
Investment mandate The portfolio may decline when enterprise and | Recalibrate mandates to consolidated stress drivers and

real estate exposures are also weakening. liquidity roles.

Ownership and control

Death may change authority, guarantees and
lender confidence at once.

Confirm powers, governance, agreements, control and lender
consequences.

Governance and

Separate professionals may use different

Establish one common fact base, priorities, owners and review

orchestration assumptions. calendar.
Succession and Tax, family, leadership and liquidity decisions | Use Integrated Succession Architecture™ and reduce
continuity converge under time pressure. Succession Compression™ while choice exists.

Architecture conclusion: The objective is not to force diversification away from the
enterprise. It is to build enough structural support around the enterprise that concentration
remains intentional rather than compulsory.
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Operating Dynasty Policy Decisions

The architecture should produce documented policy decisions rather than a collection of
disconnected recommendations. The exact limits are family-specific and require qualified

professional review.

Policy decision Required record

Enterprise concentration tolerance

Which concentrations are intentional, which are reducible and what conditions
require review.

Independent family capital floor

Total amount or range by entity and purpose, including the family and transition
liquidity component, access standard and rebuilding rule.

Liquidity floor

Operating liquidity protected within the enterprise; family and transition liquidity
identified within independent family capital; all stated by time horizon, acceptable
source and contingency.

Investment mandate guardrails

Liquidity, income, defensive, growth and opportunity roles calibrated to enterprise
exposure.

Debt and refinancing limits

Maturity, covenant, guarantee and lender-dependence conditions that trigger action.

Decision rights

Who may approve operating, financing, investment, ownership and succession
decisions.

Succession readiness standard

Evidence for authority, management depth, funding, successor preparation and family
communication.

Review triggers

Health, debt, ownership, acquisition, valuation, jurisdiction, family and leadership
events requiring a new review.

Implementation Sequence

Define what the family wants the enterprise and wealth to make possible across generations.
Build one consolidated map of enterprise assets, independent capital, debt, guarantees,

liquidity, authority and succession obligations.

Apply The Enterprise Continuity Stress Test™ and classify every material conclusion as

verified, conditional, assumed or unavailable.

Set the independent capital floor, liquidity requirements, investment mandates, debt

guardrails and decision rights appropriate to the family.

Assign each legal, tax, insurance, credit, investment, custody, valuation, management and

family issue to the responsible independent professional.

and 90 days.

event.

Sequence implementation so that one sound decision does not conflict with another.
Rehearse incapacity, death and leadership-transition procedures for the first 24 hours, 30 days

Govern and review the architecture after material changes rather than waiting for a forcing
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Relationship to Other Merrick Spitters Intellectual

Property

Relationship
Governing master

Role

The Merrick Spitters Asset Security
Framework™ establishes Control, Access,
Independence and Continuity and the Five
Pillars of Asset Security™.

Boundary

The Operating Dynasty Architecture™ is an
operating-family application, not a second
master framework.

Diagnostic engine

The Enterprise Continuity Stress Test™ tests
all seven layers under concurrent pressure.

The stress test diagnoses; the architecture
governs the complete ongoing system.

Upstream model and
measures

The Dual Balance Sheet Concept™, The
Liquidity Gap™ and Succession
Compression™ reveal structure, funding and
time pressure.

Each performs one defined role and does not
replace the seven-layer architecture.

Governance method

The Central Orchestration Model™ connects
the family and independent professionals
around common facts and priorities.

Coordination does not merge professional
licences, firms or responsibilities.

Succession
implementation

The Five Pillars of Succession Security™ and
Integrated Succession Architecture™ organize
transition-specific implementation.

They remain succession frameworks within the
broader architecture.

Asset implementation

The Five Pillars of Asset Security™ organizes
monetary, productive, portfolio, tax-
repositioning and continuity responsibilities.

It supplies implementation structure without
prescribing one allocation or product set.

No-Overlap Statement

The Operating Dynasty Architecture™ is broader than portfolio construction and broader than
succession. It does not redefine the published Five Pillars, duplicate Integrated Succession
Architecture™ or replace The Merrick Spitters Asset Security Framework™. Its unique role is to
connect the operating enterprise to the family capital and continuity systems surrounding it.

Review Triggers

e A major acquisition, sale, debt issue, refinancing, covenant change or capital project.

depth.

A material change in enterprise value, cash flow, customer concentration or management

A market decline or portfolio change that affects independent family capital or liquidity.

A change in ownership, health, family participation, successor readiness or control.

A move, cross-border change, new entity, trust, agreement or beneficiary arrangement.

A serious buyer approach, partner dispute, family conflict or change in the intended legacy.
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Research Note

This framework develops proprietary educational intellectual property from The Merrick Spitters
Reset Report™, the related weekly editorial A Diversified Portfolio Cannot Protect an
Undiversified Family Balance Sheet, published Merrick Spitters frameworks, The King of Main
Street and recurring composite patterns. It formalizes the operating-family capital architecture
that earlier research described without changing the locked definitions of existing Asset Security
or succession frameworks.

Disclosure

This material is for general educational and informational purposes only. It does not provide
individualized investment, securities, insurance, financial, legal, tax, accounting, lending,
valuation, real-estate or succession advice and does not constitute an offer, solicitation or
recommendation. Examples are illustrative. Readers should obtain advice from appropriately
qualified independent professionals who understand their circumstances before acting. Reading
this framework does not create a professional, advisory, fiduciary or client relationship. Peter J.
Merrick and Adrian C. Spitters contribute in separate professional capacities. Their joint
authorship does not create a blended regulated advisory entity.
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