22 [THINKING BEYOND:.

Turning Lost Affluence
INto Retained Influence

Universa totraditiona estateplanning
professionalsisan erroneousbias. Thisbias
so colorsthe professiona advisor’sthinking
that it often preventsthem from considering
all the possibleplanning options. Further,
thisbiasunderminestheprofessond’s
ability toseesuch
optionsin abroader

they evaluate our plans. Hereisjust one
example. We proposed that the client
establisha$6 million Deferred I nheritance
Trust (DIT) at thedeath of thelast spouse.
Thistrust would pay incomeof $4.2 million
tothefamily’scharitablefoundationfor
sevenyearsand thenthe
trust would terminate

pG'SpeCtive, AR mdthe%ml”lonlnthe
Haveyou ever seen trust would pass estate
aworkhorsewith Does the power of  taxfreetotheir children.
blinderson?Theowner  ealth come from the Theobjection of the
putstheseblinderson advisor Wastha_\t he
tokeepthehorsefrom  amountofwealthyou o g thefamily would
being distracted by personally own or bebetter off paying the
whatisonhisrightor — does it come fromthe ~ $3:3millioninestate
left so hecanfocushis taxesandthengrowing
attention onwhat is amount of wealthyou  heremainings2.7

straight ahead. Blinders
may beeffectivefor a
workhorse, but they are
adecided disadvantage
when attempting to do crestive planning for
wedlthy familiesif an advisor wantstohelp
themaccomplishdl their lifeand financid
godls.

Hereisthetraditional estate planner’s
bias: The only thing that mattersin
planning is to get the maximum
amount possible to the heirs. What
happens to the rest of the family’s
accumulated wealth (whether it goesto
the IRS or to charity) isirrelevant.

Weroutinely seethisbiasin advisorsas
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personally control?

millionfor thenext
sevenyears. Based
upon hiscadculationshis
dternativewould
providethe childrenwith about $6.4 million
at the end of seven yearsas opposed to our
planinwhichthey would only receive $6
million.

Canyou seethebiasat work here?If
theonly planning goal isto get the maxi-
mum possible to the heirs with no
regard to what happens with the rest of
thefamily swealth, hisalternative cer-
tainly hasmerit. Butif what happenstodl
thefamily’ swedthisimportant and not just
the part that goesto the heirs, then we must
ask, “Ishisdternativeredly superior?’
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Turning Lost Affluence...

Congder thefollowing chart that
compareswherethefamily’sweathwill go
inthetwo plans.

continued from page one...

ence.” Consider thisvery provocative
guestion—Doesthe power of wealth come
from theamount of wealth you personadly

ownor doesit
OuR PrRoPOSED THE ALTERNATIVE comefromthe
PLAN PLAN amount of
Estate Taxes Paid $ 0 $3,300,000 weslthyou
Total Wealth to Family Foundation persondly
(income from DIT and future growth) $ 6,400,000 $ 0 control?
Wealth to Heirs (in seven years) $ 6,000,000 $6,400,000 Weslthy
Total Wealth Controlled by Family ~ $12,400,000 $6,400,000
peopleadways
know the

You see, withtheadvisor’shias
(blinders), al hecould seewastheoneline
rightinfront of himthat says“Wedthto
Heirs(insevenyears).” Andsincehis
dternativegivesdightly moretothefamily
outright, then hisproposal, he concluded,
must obvioudy bepreferable. But thereisa
fundamental question that must be asked,
“What about therest of thefamily’ swesdlth,
thewedlth that isnot going tothe heirs?
What happenstoit?’

Thispart of afamily’swedthiswhat
must be used to support the general
welfare of thiscountry— what wecall a
family’s Social Capital. Wherewill this
family’sSocial Capita go?With our plan,
thefamily intheir ownfoundationwill retain
100% of all their Social Capital and all of
itsfuturegrowth. With theadvisor’s
dternativeplan, thefamily’sSocia Capita
will beturned over tothefedera govern-
ment in estate taxes never to be seen or
heardfromagain.

Hence, thetitleof thisarticle,* Turn-
ing Lost Affluence into Retained Influ-

answer to thisquestion; power comes
from theamount of wealth you personadly
control.

In other words, afamily will have
moreinfluenceintheir community and
Americaby owning $6 million outright and
controlling another $6.4 millioninther
family foundation thanif they owned $6.4
million outright and had acopy of an
estatetax return that saystheir parents
paid $3.3 millionin estatetaxestothe
federa government.

It could be safely argued that this
family isnot $400,000 poorer inlost
affluence with our proposed plan, but
they areactualy $6.4 millionricherin
retained influence.

If you believethe concept of “ turning
lost affluence into retained influence” is
asuperior approach to planning your
family’ swedlth, the Family Wealth Coun-
seling processistheanswer.
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