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Wealth acquisition provides abundant opportunities and
O (I g financial security for a family, but it also brings its own

@ ﬂ set of problems. Parents fear that sharing wealth with

Y
603 their children may demotivate them, create a sense of
entitlement, and even infect them with a serious case of
affluenza. We all know examples of spoiled children in affluent families,
and of sad cases in which the second or third generation blows the
family fortune or descends into family feuds. The theme of this paper is
how to raise productive children and pass along healthy values to them,
along with your wealth—and, ideally, how to perpetuate family success
for multiple generations. The advice we provide below is based on our
decades of experience with innumerable wealthy families, as well as
what we experienced with our own families.

Time to Talk

One question we are often asked is, when is the right
time to start discussing family wealth with children?
Since each family is different and age is an imperfect
indicator of readiness, it's difficult to provide a blanket
response. Prior to speaking to children in concrete terms
about money, you may want to discuss the responsibili-
ties, opportunities, and expectations that come with it.
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prepare his own children for the day when
they will come into family money, he related
to them cases of families that inherited
fortunes and then proceeded to fritter the
wealth away. In fact, one of these examples
occurred in his own family. His great grandfa-
ther made a large fortune in the silk business,
but his grandfather managed his inheritance
poorly and, at age 56, needed to get a job to
pay the bills.

Parents can discuss wealth with young
children in a limited way, says Les, but he
suggests waiting until the youngest child is

a year or two out of college before engaging
in an extensive discussion of family wealth.
This is (presumably) well in advance of estate
settlement becoming an issue and will help to
calibrate expectations. There is a certain bal-
ance between communicating when children
are ready while not discouraging them from
establishing their own careers and following
their own dreams.

Financial Education

Another question we often encounter is how
(and when) to teach children about money.
One way to start is by giving them an al-
lowance at a young age. This will provide a
basic education in concepts such as saving,
spending, and budgeting. Peter made his
children work to receive their allowances—
and advises saying no if kids burn through an
allowance and ask for more.

Encouraging kids to take part-time jobs while
they are in school will help them learn fiscal
responsibility and living within their means.
When Peter wanted to visit Europe during his
school days, his father required him to get a
job to pay for the trip himself.

We are big believers in philanthropy, which is
another way to teach children about money
and responsibility to society before they
acquire wealth. Les suggests getting them

acquainted with donor-advised funds, to
which one can make individual gifts, before
they are investing sums of their own money.
This will enhance their understanding of their
surroundings and of people less fortunate
than they are.

Unfortunately, we generally cannot rely on
our public education system to provide a
solid grounding in financial education for

our children. Over meals and other family
gatherings, parents can teach children from

a relatively young age about many important
concepts such as debt, inflation, accounting,
taxes, insurance, investing, risk diversifica-
tion, and the time value of money. Encourage
them to sign up for relevant courses in school
or online and to read illuminating books on
topics such as these. You may be surprised at
how even kids can grasp vital concepts in fi-
nance and economics. In her biography of the
legendary investor from Omaha, Nebraska,
“Snowball: Warren Buffett and the Business
of Life,” Alice Schroeder recounts how Buffett
had an epiphany one day when he was 11
years old and first learned the concept and
basic math of compound interest from a book
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he had borrowed from his local library. She
writes: “He could picture the numbers com-
pounding as vividly as the way a snowball
grew when he rolled it across the lawn.”

Let's Talk Values
“The true wealth of the family
is not reflected in a numerical

wx

balance sheet.

Wealthy families face qualitative, as well
as quantitative, issues; in legacy planning,
you want to transfer more than just wealth.
Whether your family (and family business)
stays intact and remains prosperous in
succeeding generations depends more on
instilling healthy values in your children
than on the amount of inheritance. We all
know of well-publicized cases of rich fam-
ilies that are torn apart by greed, jealousy,
indolence, conflict, and often litigation; TV
series and movies, perhaps tapping into

a feeling of schadenfreude in audiences,
delight in telling these sad sagas of the rich
and famous. It is remarkable how many
cultures and societies around the world
have versions of the epigram shirtsleeves to

shirtsleeves in three generations. In Chinese,
for instance, the proverb cai bu guo san dai
can be translated as wealth does not survive
the third generation. There is, sadly, much
truth in these sayings: an estimated 70% of
wealth transitions in the US fail by the third
generation.

The challenge is how to pass important per-
sonal or family values to the next generation.
Peter recommends that, before children are
granted any family money, they take a job,
which will teach them basic responsibilities,
and that they demonstrate a commitment to
sports or the arts, both of which instill disci-
pline. Les’ recommendation is that the job be
a customer-service one, which demonstrates
how people treat one another and will bring
the child into contact with low-income work-
ers. Peter also suggests a community-service
requirement—volunteer work - in which each
child needs to log a certain number of hours
before they can inherit money. Obviously,
avoid spoiling the kids: “Don’t buy them the
fancy car!” cautions Les.

Keep in mind that you are automatically com-
municating and transmitting values through
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your own lifestyle and behavior as the kids
grow up. If you live a lavish, materialistic life-
style, then you know where your children will
learn those habits. Likewise, if you possess

a strong work ethic and are actively involved
in philanthropy, then you’re a positive role
model for the next generation. As mentioned
earlier, we urge wealthy parents to involve
their offspring from a tender age in charities
and other philanthropic work, which helps to
imbue them with values such as compassion.
It is telling how some of the wealthiest do-
nors in history, such as steel tycoon Andrew
Carnegie (who essentially built the public
library system in the US, among other large
charitable endeavors), are remembered more
for charitable contributions to society than
for their business accomplishments. Carnegie
obviously felt very strongly about donations
for good causes: “The man who dies rich,
dies disgraced,” he said.

As you consider what core values you feel
are important to pass on, you might con-
sider memorializing them in a written vision
statement or other such document. Each
family will accentuate different core values,
but examples might be integrity, personal
responsibility, hard work, respect and com-
passion for others, generosity, gratitude, and

family closeness.

Passing on Wealth

Finally, allow us to address the common
question of when is the right time to start
providing the next generation with wealth.

As with so many of the money issues that
affluent families face, there are no one-size-
fits-all prescriptions. We will provide some
principles and guidance. For example, before
making pecuniary gifts, you should ensure
that the money will be used for productive
purposes such as education, instead of cre-
ating dependency or disincentivizing a child
from completing education or pursuing an
appropriate career. Avoid creating a sense of
entitlement in children; stress the responsibili-
ties that come with money, and that you want
them to use it to make a positive impact on
the people around us and the world at large.

Les and Peter both endorse the strategy of
establishing a Family Limited Partnership
(FLP), in which the parents are the general
partner, to test and groom children well
before it’s time for the inheritance. Les notes
that participation in the FLP will help siblings
learn how to work together and will provide
them with hands-on experience in budgeting
and investing large sums of money. In addi-
tion, the FLP will require frequent meetings,
during which family members can learn more
about the estate plan. If you think a child isn’t
mature or responsible enough yet to receive
sizeable chunks of money or an inheritance,
consider tapping a trustee (who ideally is not
a parent; it is better to maintain separation,
says Les). The trustee can assess when

the child is ready to properly handle funds
from the trust; this quite likely will entail
sequenced access to trust money (rather than
unlimited access), with increasing amounts
unlocked at various ages as the child grows
older and matures.
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Conclusion

Passing on wealth to children presents
several challenges for affluent families. But
through skillful planning and adopting certain
practices, such as ensuring that children

have a solid financial education and are well
exposed to core family values, parents can
greatly increase the odds of raising produc-
tive children and perpetuating family success
for years to come.

*Hausner, Lee, Douglas K. Freeman. “The Legacy Family: The Definitive Guide

to Creating a Successful Multigenerational Family." Palgrave Macmillan,
2009.

If you would like to learn more about how we approach consultative

financial planning and provide value for our clients, call us at

973-525-1000 or email Info@simonquickadvisors.com.
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Important Disclaimer

Investing in Alternative Investments may not be suitable for all investors and involves a high degree of risk. Many Alternative Investments are highly illiquid,
meaning that you may not be able to sell your investment when you wish.

Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there
can be no assurance that the future performance of any specific investment, investment strategy, or product will be profitable, equal any corresponding
indicated historical performance level(s), be suitable for a portfolio or individual situation, or prove successful. This document is strictly confidential
and may not be reproduced or distributed in whole or in part without the prior written consent of Simon Quick. This presentation represents proprietary
information that may not be shared without express permission from Simon Quick.

This material is for intended to be for general and educational purposes only and is being furnished on a confidential basis to the recipient for discussion
purposes only. You should not make any decision, financial, investment, trading or otherwise, based on any of the information contained herein without
undertaking independent due diligence and consultation with a professional advisor of his/her choosing. You understand that you are using any and all
information herein at your own risk. No information provided herein shall constitute, or be construed as an offer or recommendation to sell, acquire, or
hold any security, investment product or service, nor shall any such security, product or service be offered or sold in any jurisdiction where such an offer or
solicitation is prohibited by law or registration.

Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or
positions. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation, he/
she is encouraged to consult with the professional advisor of his/her choosing. Simon Quick is neither a law firm nor a certified public accounting firm and
no portion of the newsletter content should be construed as legal or accounting advice.

Information herein has been obtained from third party sources. While we believe the source to be accurate and reliable, Simon Quick has not independently
verified the accuracy of information. In addition, Simon Quick makes no representations or warranties with respect to the accuracy, reliability, or utility of
information obtained from third parties.

Simon Quick is an SEC registered investment advisor with offices in Morristown, NJ; New York, NY; Chattanooga, TN; Denver, CO; and Los Angeles, CA. A
copy of our written disclosure brochure discussing our advisory services and fees is available upon request. References to Simon Quick as being “registered”
does not imply a certain level of education or expertise.
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