S,
K LEGACY FAMILY OFFICE’

Heirs of All Ages:
How to Discuss Wealth At Any Age

Over the next thirty years, thirty trillion dollars in assets will be passed from one generation to the next. Unfortunately, many
parents worry that their heirs are not prepared to responsibly manage their inheritance. And with around seventy percent of
wealth transfers failing, these concerns are certainly warranted.!

One of the largest contributors to failure is a lack of trust and communication within the family. Wealthy families must
balance appropriate disclosure about the wealth their heirs will one day inherit with genuine concerns about creating a
sense of entitlement in heirs.

If you want to successfully set up your heirs for a future of financial well-being, you must learn how to communicate with them
clearly, effectively, and disclose the appropriate amount of information at the right time. Since every family is unique, how
much you disclose to your heirs, and when, typically depends on your family’s specific dynamics and wealth situation. But we
believe that discussing your family wealth with your children should occur in carefully thought out stages over many years.

Here are some age-appropriate strategies to help you understand how to talk to your next generation about family money
and support a successful transfer of wealth.

FIRST STAGE (AGES 10-19)

Managing Allowance or Earnings

This stage is also the opportune time to talk to your
children about saving, spending, and sharing their own
money, with allowance or earnings from a summer job.
Let them learn money management skills firsthand.

Have an Initial Conversation

The preteen years are a great time to begin the money
conversation with your children. However, at this point
in their lives, they only need to know that your family is
wealthy. Try to avoid specific numbers regarding your
wealth. Instead, start by explaining how privileged your family is. Fully illustrate this point by mentioning their large house, the
advanced toys and electronics they play with, the great school they attend, the nice clothes they wear, and all of the luxurious

vacations they’ve taken.
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Explain Your Family History

During these teenage years, it is important to explain your family history. Make it really resonate with them by not just
stating the facts, but by explaining the history like a story. For example, instead of simply stating “Your grandfather was
born in Ireland,” keep them engaged and demonstrate how far your family has come by elaborating with, “When your
grandfather was a young child, he boarded a ship from Ireland to New York. He was scared and alone yet determined to
achieve a better life.”

Incorporate Them in Decisions

As your children mature into their teenage years, begin to engage them more and more in discussions about money. Eighty-
four percent of teenagers learn about finances from their parents.™ As a result, this is a critical time to teach your heirs great
financial decision-making.

If you have a family foundation or donor-advised fund, include your children in the meetings and have them give insights on
where they think you should make donations. Begin this process by first asking what is important to them. Have they always
wanted to help the homeless? Do they love animals? No matter what their specific passion may be, explain how they can be
a tremendous source of financial help to these causes. You can even go a step further by taking your children to homeless
or animal shelters so they can see for themselves how important it is to lend a helping hand.

In addition to asking them to help with making donations, encourage more financial discussions by involving them in other
family decisions, such as picking out a new car. Invite them to come up with a handful of suggestions and then bring the
whole family together to discuss and make a decision.

SECOND STAGE (AGES 20-29)

Prepare for More Conversations

Once your heirs reach their twenties, you may become
concerned about them becoming fully dependent on
your family wealth. Luckily, there are conversations you
can have at this stage of their lives to help them achieve
financial independence now, while also learning how to
effectively manage their inheritance in the future.

Have an In-Depth Discussion

Typically, your children establish careers, start earning

a salary, and begin paying rent and other bills in their
twenties. All these new responsibilities make this the
perfect time to discuss the more in-depth parts of your
family wealth. Tell them about your family’s real estate
ventures, profitable properties, life insurance, bonds,
stocks, and other investments — all without disclosing any
specific numbers or values.
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Begin this discussion by telling them that they are now mature enough to have in-depth conversations about your

family’s saving and investing accomplishments. Utilize this time to teach them about different types of accounts and basic
inheritance concepts, including wills and trusts. Also, share your hopes for your family’s financial legacy by discussing your
retirement, charity, and inheritance plans. While this will be different for every family, we recommend using this time to
specifically explain what you are not willing to use this money for, such as risky investments or over-priced properties.

Explain Expectations

During this point in their lives, your adult children need to learn what is expected of them and how much you plan on
supporting them. If you only want them to live at home for a year following their college graduation to save money, tell
them. If you do not plan to continue an allowance once they start their career, tell them. No matter what it is, tell them. Also,
take the time to teach them that even without your help, they can figure out how to live comfortably. Two big mistakes many
parents make during this important conversation is sending confusing messages or avoiding it all together. Both of these
errors will only leave your children confused and angry once you suddenly stop giving them money.

Do Not Control Them

Another common misstep many parents make is trying to control their twenty-something children with family money. Avoid
making statements such as, “l spent a lot of money on your education, and you need to embark on a career that warrants
that expenditure.” Additionally, try to avoid criticizing your children’s financial decisions. Instead, let them make their own
mistakes. That way, they will be more inclined to learn from their past errors and become more financially-savvy.

Introduce Your Wealth Advisor

Your children’s twenties may also be the perfect time to introduce them to your wealth management team. This helps
them learn more about how to manage their own money along with your family’s investment and financial philosophies.
Depending on the maturity level of the heir, it may be appropriate to disclose a bit more about family wealth and holdings.
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THIRD STAGE (AGES 30-39)

Conduct a Family Meeting

Eventually, your children will reach full maturity — this may, or may not, coincide with chronological age. They may even
begin starting a family of their own. This typically occurs when your children are in their thirties and once it does, it is
officially time to begin sharing specific details about your wealth. While the manner in which you approach this discussion
depends on your unique child, a great platform for this conversation is a family meeting. Asking your family office executive
or an experienced facilitator to guide this conversation can ensure the conversation is honest, clear, and positive.

Host an Informal Gathering

But before this formal meeting takes place, it may be a good idea to have a more relaxed social gathering with your
children. Then, during this gathering, you can begin to casually approach the topic by saying something such as, “One
day, you and your siblings will be in charge of managing our family’s money and we think now is the right time for you to
get involved.”

Write a Letter

In addition to these in-person conversations, we also recommend writing and giving your children an old-fashioned letter.
This letter can include stories about all the hard work it took to build your family’s wealth, challenges that were faced

and overcome, and what you really hope will and will not happen with your family’s wealth once it is in their hands. It is
important to document your intent in order to prevent future, and potentially devastating, misunderstandings.
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FINAL THOUGHTS

When it comes to successfully transferring wealth from one generation to the next, communication is key. Heir
education and communication should begin long before any transfer of wealth occurs. Talk to your children from
adolescence through adulthood about their inheritance, family wealth, family values, and overall financial well-
being. Great communication helps you teach your heirs how to manage wealth not only for themselves, but also for
future generations.

Finally, set your heirs up for success and get the conversation started today.

If you are interested in learning more about heir education and specific ways you can begin preparing your heirs,
please do not hesitate to contact our experienced team at Legacy Family Office.

Important Disclosure: Legacy Family Office is registered as an investment adviser with the State of Florida. The firm only transacts
business in states where it is properly registered, or is excluded or exempted from registration requirements. Registration does not
constitute an endorsement of the firm by the Commission nor does it indicate that the adviser has attained a particular level of skill
or ability. The firm is not engaged in the practice of law or accounting. All investment strategies have the potential for profit or loss.
Hyperlinks in this article are provided as a convenience and we disclaim any responsibility for information, services or products
found on websites linked hereto.
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