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The 10 Keys to Integrated Wealth Planning

By David Bokman, Chief Wealth Advisory Officer

Families of significant wealth often own a diverse mix of
assets, including multiple residences, less liquid alterna-
tive or private equity investments, and valuable collect-
ibles, all of which requires more sophisticated planning.
Their wealth exceeds their foreseeable lifetime consump-
tion needs and affords them an increased capacity to
tolerate risk, yet they often express less desire to incur
it. This “surplus” wealth also allows them, if they choose,
to sustain their wealth for multiple generations or use
it for philanthropic purposes. These families also have
somewhat different emotions about their wealth. These
emotions can include, among others, fear that wealth can
have a corrosive effect on future generations or a height-
ened appreciation of the wealth’s potential to accomplish

ambitious family or charitable goals.

The result of these unique circumstances is a somewhat
different set of wealth management planning needs than
those of other families. And, because no single advisor,
no matter how talented, can serve these diverse needs,
working with these families requires a team approach. We
often have the privilege of collaborating with the other
members of our client families’ advisory teams, includ-
ing attorneys, accountants, and insurance consultants,
among others. We have learned a great deal from our
partners and have drawn some powerful conclusions,
over the last 20 years about the best practices that allow
multi-party advisory teams to most effectively serve their
clients. Specifically, we have learned that planning for this

unique group should have multiple characteristics.

Integrated

A well-integrated wealth management plan incorporates

tax, investment, philanthropic, fiduciary, and risk man-
agement planning as well as an intimate assessment of the
people involved and the impact of this planning on per-
sonal growth and family dynamics. It takes into account
the income tax and estate planning objectives of differ-
ent entities before making investment recommendations.
It considers the different risk profiles of family members
before proposing tax-saving strategies. And, perhaps most
importantly, it incorporates a knowledge of the beneficia-
ries as real people with interests, strengths, and weak-
nesses that can derail or empower the most sophisticated
planning techniques. Unfortunately, even a good estate
plan and a good investment plan that don’t account for

the other can introduce significant inefficiencies. The key
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warning sign of a poorly integrated plan is very similar
investment allocation for accounts with very different
income tax, personal or trust considerations, or estate
planning objectives (e.g., a client’s personal account, his or
her charitable foundation, an IRA and a family generation-
skipping trust). There simply is no shortcut to successful
planning that minimizes important considerations for

the sake of simplicity.

Collaborative

Many clients believe that it is their responsibility to “take
care of” wealth management planning for their fam-
ily members. They don’t want to discuss uncomfortable
issues, such as business succession planning, detailed
information about the extent of family wealth, or their
mortality, with other family members for fear of upsetting
them or discouraging their work ethic. Other clients are
simply uncomfortable themselves about discussing these
issues. Nonetheless, our experience has proven that candid
and specific conversations about wealth planning issues
with all appropriate family members, as well as with the
family’s entire team of advisors, yield the most effective
results. Additionally, the dialogue itself often promotes
better communication among the family more generally.
So, while the conversations can be awkward at first, and
the coordination of multiple family members and advi-
sors can create an administrative burden, the benefits of
collaborative planning are far-reaching. With respect to
multiple advisors, the key factor to consider is whether
they function well as a team rather than becoming territo-
rial about who “owns” the client relationship or the best
ideas. In the most successful situations, the members of
the advisory team are respectful of each other’s areas of
technical expertise but are open-minded in the search for
the best solutions. Only the family “owns” its future, but

it is inevitably a shared ownership. Often times an advisor

can serve as facilitator to bring the family together and

keep discussions on track that can become emotional.

Expansive

A thoughtful wealth management plan looks beyond a
family’s financial capital to incorporate its human and
intellectual capital strengths. This requires an examina-
tion of the family’s existing governance structures, the
personal values of each family member, the family’s over-
all mission, and the mentoring needs of each generation.
Looking beyond the investment account allows us to not
only address a more expansive set of needs but also to
cultivate the family’s broader resources and talents. So
often the most effective answers to a family’s questions
lie within the family itself; a more expansive view of the
advisory role helps clients locate those answers. The key
indicator of an expansive plan is a sense that the advisors
are cognizant of the unique characteristics of the family
members as individuals, rather than merely in their role

as beneficiaries of the estate.

Customized

No single planning idea is appropriate for every client.
Each family’s financial situation, risk profile, values, level
of sophistication, and tolerance for complexity is unique
and calls for customized planning solutions. Unfortu-
nately, the risks and economics of running a professional
practice serving wealthy families often lead profession-
als to implement similar techniques for many clients. For
example, advisors who are wary of the risk of IRS chal-
lenges to estate plans develop a familiarity with a handful
of techniques and become uncomfortable exploring other
strategies. The rising cost of legal and accounting advice
also makes it difficult to pass on the costs of researching
customized solutions to fee-sensitive clients. Thus, it is

tempting to apply well-established planning tools broadly



to all clients. In other words, once the advisor has a ham-
mer, every new client situation looks like a nail. By con-
trast, a multi-family office (MFO) serves very few clients
and has access to a wide variety of recognized experts on
different techniques. This facilitates the appropriate cus-
tomized planning that is critical for the family. The key
question to ask is: “to what extent am I encouraged to par-
ticipate in the planning process before getting suggestions

on how the plan should be designed or implemented?”

Continuing

The most frequent client objection we hear to wealth
management planning is that “I already took care of that.”
However, even the most sophisticated planning (in fact,
especially the most sophisticated planning) benefits from
an ongoing review. Keeping a plan fresh allows clients to
take into account changed family circumstances, as well
as constantly evolving tax laws. And ongoing reviews can
actually reduce costs by eliminating the need for periodic
complete overhauls that require bringing the entire advi-
sory team back up to speed. The best professionals are ex-
tremely busy, and our experience suggests that attorneys,
accountants, and other advisors naturally bring their
best ideas to those clients who remain “front and center”
in their minds. The hallmark of good planning in this
arena is a clear sense among all of the advisors about who
has ongoing responsibility for maintenance of the plan
and who is responsible for reconvening the team when
laws change or other circumstances call for an update to

the plan.

Supportive

Wealth management planning is difficult. It requires
clients understand sometimes arcane jargon, face their
mortality, coordinate multiple family members and advi-

sors, and squarely confront sensitive emotional issues. As

a result, many clients often pay for sophisticated wealth
management planning but fail to sign critical documents
or fully implement the critical steps of the plan. We believe
the most critical role a GenSpring team plays with our
client families is to support the entire family through the
planning process and provide the follow-through neces-
sary to deliver a well-understood and well-executed plan.
The best way to determine if advisors have been support-
ive is to ask: “can I clearly and effectively explain my plan

to my family without my advisors present?”

Strategic

Effective wealth management planning should be multi-
generational in both its design and its implementation.
Unfortunately, so much planning actually executed for
families is essentially reactive. Advisors respond to a
client’s immediate needs or, even worse, pitch the
“planning idea of the month,” a process that responds to
the latest change in the law instead of the family itself.
We believe that the better approach is to spend the nec-
essary time with clients at the outset to determine their
long term strategic objectives and design a detailed plan
to accomplish those objectives. Planning is strategic
in nature if the most critical question in evaluating any
particular idea is whether it fits into the long-term plan.
“Techniques” in planning are, at worst, the introduction
of artificial and expensive inflexibility into a family’s
life purely as a response to external developments. At
best, those techniques that are appropriate and soberly
reviewed represent the tools for implementing the
family’s long-term goals. The difference can be discerned
only in light of the family, not in light of the “opportunity”

which any particular technique seems to offer.



Unbiased

Many clients who use advisory firms (be they an MFO or
other type of firm) for investment advice are very delib-
erately avoiding the conflicts of interest that arise with
firms that sell specific investment products. But even
non-investment advice can raise such conflicts; they are
just more subtle. For example, the suggestion to diversify
a stock holding by using a charitable remainder trust can
often be motivated by a desire to sell an insurance policy
to “replace” the principal value of assets that will pass to
charity. Other diversification strategies can be motivated
by the sale of complex structured products. It is critical
to work with a team that is motivated only to provide the
best result to the client rather than revenue to their em-
ployer. The best way to assess whether advice is unbiased
is to solicit a clear, written explanation of the various ways
in which advisors are compensated, directly or indirectly,
as the result of their client relationship. One sure sign of
a bias is a reluctance to submit a proposal for a multidisci-

plinary review by a suite of advisors.

Tax-Sensitive (but not Tax-Motivated)

Sophisticated wealth management planning is sensitive to
the income, estate, and other tax consequences of differ-
ent investment, estate planning, and philanthropic plans.
Unfortunately, clients and their advisors too often allow
the “tax tail to wag the dog.” This can be especially true
of the most sophisticated advisors who often represent

families. In many cases, the desire to minimize taxes can

be central to the family, but a good advisor lays out the
associated risks—and, just as importantly, the advisory
costs and administrative burdens—of a sophisticated tax
plan when presenting it to a family. Our observation is
that many of these families have a plan that either ignores
taxes or, alternatively, is unduly tax-focused. A typical
plan either imposes unnecessary taxes on the family
or twists the family into a pretzel to avoid tax without
taking into account the resulting costs and burdens. A

truly sophisticated plan strikes a reasonable balance.

Pragmatic

The most expensive plan is rarely, by itself, the best plan,
and neither is the most complex plan. An optimal plan
balances risk, cost, and complexity in finding an appropri-
ate balance for the family. An often-overlooked consider-
ation is whether the family and its advisors realistically
have the desire and resources to effectively administer
and maintain the plan on an ongoing basis. Most impor-
tantly, an effective plan must be flexible so that it can re-
spond to changing family objectives, economic realities,
and tax laws. We have found that the best way to design
such a plan is to be a good listener to the family, to involve
as many family members and advisors as possible, and to
always let the plan unfold according to a carefully thought-
out strategic plan that is continually revisited. One huge
problem with highly complicated planning is that the
future is always a surprise, and the price of inflexibility

can be enormous.

GENSPRING

FAMILY OFFICES

\/

www.GenSpring.com

© 2008 - 2010 GenSpring Family Offices, LLC. All Rights Reserved

@ Printed on recycled paper. Sustaining resources for future generations



