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Ten Wealth 
Transfer Dilemmas
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Jerry Nuerge is founder and owner of the Financial Independence Group and specializes in fi nancial 
planning. He is the creator of the Wealth Integration and Transfer System™, the Generation Connection Pro-
cess™, as well as the Revenue Retrieval System™. You may reach Mr. Nuerge at jerry.nuerge@fi nindgroup.com. 

Jerry Nuerge discusses Ten Wealth Transfer 
Dilemmas and suggests ways an advisor 
can work with a family of wealth to resolve 
these dilemmas and create a meaningful 
and enduring legacy.

In an earlier article for this JOURNAL,1 I ex-
plained The Family Focus Retreat™ (see 
Exhibit 1), a model for engaging estate 
planning clients in the concept of legacy 
planning. Part of the Family Focus Retreat™ 
program is addressing the Ten Wealth Trans-
fer Dilemmas and it is this concept that will 
be developed in this article. Each of the 
wealth transfer dilemmas must be discussed 
with your client in order to illustrate to the 
client, with clarity and confi dence, that the 
planning process being undertaken will 
result in a long-term and meaningful fam-
ily legacy. The advisor must address these 
issues and dilemmas and allow the client to 
respond so that the client understands the 
reason for the planning and is motivated to 
implement the plan. 

This process of the Family Focus Retreat 
is much like the planning that a couple 
undertakes when they are ready to build 
their “dream home.” They schedule several 
meetings with the architect. Both spouses are 
involved and the details are hammered out 
before the architect prepares the blue prints. 
I think that Family Wealth Counseling works 
in a similar manner, but instead of delivering 

blue prints for their home, the advisor delivers 
“blue prints” for their 100-year family legacy. 
The following 10 dilemmas are presented as 
soul searching questions to stir the thinking 
and vision of the client so that he takes own-
ership of the process. Once the client takes 
ownership of the planning process, he will 
want to implement the plan much like the 
couple building the dream home wants to 
move in and enjoy it. The Family Focus Retreat 
consists of eight exercises to be completed 
with the advisor and client. Addressing the 
Ten Wealth Dilemmas is the last exercise in 
this process. 

1. How Much Is Enough 
for Each Family Member?
This is a question for the ages. It will vary 
from one family to the next, depending 
upon the size of their net worth. What 
about families where the children have 
successful careers and are doing well 
fi nancially? These kinds of circumstances 
require the advisor to probe deeper into 
the client’s feelings to determine their 
inclination in this regard. Do they want 
their children to receive a portion of their 
estate, even if the child is fi nancially inde-
pendent, or would they prefer to give their 
estate to charity or to other individuals?

Before deciding how the client’s assets 
will be distributed and the model for their 
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estate plan, the fi rst issue to be clarifi ed is the mini-
mum asset base the client will need to maintain his 
standard of living. Almost always, the client will focus 
on ensuring that their spouse has suffi cient assets for 
life. In addition to the asset base, the income needs 
for their lifetimes must be quantifi ed. A special fund 
must be established to fi nance special vacations, new 
business ventures, and other discretionary spending 
needs. By probing for answers to these kinds of is-
sues, the advisor and the client gain confi dence that 
the lifetime needs for themselves and their spouse 
have been considered and provided for. Once this 
has been addressed, the client feels a new freedom 
to plan for the balance of their estate. 

Another issue that must be determined is the mini-
mum and maximum amount of assets they want their 
children and grandchildren to receive. I have found 
that when you ask the parents what these amounts 
should be, and then ask the children or grandchil-
dren what these amounts should be, you typically 
receive quite different answers. Knowing the spread 
between these answers allows the advisor to bring 
creative charitable strategies into the design of their 
estate plan. Of course, the advisor must determine 
the assumptions made in arriving at all of the fi gures 
including the infl ation rate, returns on investments, 
tax rates, life expectancies and liquidity needs. Cer-
tain fl exibility must be built into the plan in order 
to accommodate a changing fi nancial environment, 
increasing tax rates, increasing longevity and uncer-
tain return on investment. 

2. What Is the Exit Strategy, 
Now, and at Death?
For entrepreneurs and clients who own a substantial 
interest in a company, or perhaps the entire company, 
this is a critical issue requiring a complete succession 
plan in itself. The importance of discussing exit strate-
gies and business succession in the Family Wealth 
Retreat is to allow the client to begin to address these 
serious issues in an environment that is comfortable 
and open and focused on the needs of the family. 
Often, issues surrounding the family business are 
contentious and fraught with family traps. By asking 
the basic questions in an open and nonjudgmental 
forum, the client can begin to see his way through 
the planning in a way that makes sense for him and 
for his family. Ending the avoidance syndrome that 
many family businesses labor under, the client will 
be greatly relieved to begin to discuss the succes-

sion interests in a way that will bring comfort and 
harmony to the family and allow the client’s legacy 
to unfold. 

If there is a closely held business does the cli-
ent want to keep it in the family? If yes, then how 
many family members are active in the business 
versus the number not active? Are all of those ac-
tive to be treated equally? Are all those not active to 
be treated equally? Is it best for the business if the 
parents, business founders,  remain in charge when 
their daily roles are fairly minimal? The parents may 
feel they deserve to be in control because it is their 
business, but will the same management style work 
for the next 20 years and will their continued con-
trol discourage the current and future growth of the 
business? In the event of the death of one or both of 
the business owners, what is the plan? This is where 
business succession planning must be coordinated 
with the overall estate plan. Many times, there is an 
existing buy/sell arrangement that may be effective 
upon death, but there are transfer opportunities that 
can be implemented during life that will bring good 
tax effi ciency value in the business transfer. These 
opportunities must be considered. 

Another issue requiring professional attention is 
whether the business consists of hard to value assets. 
The IRS has strict guidelines on valuation practices. 
Any comprehensive estate planning must employ a 
qualifi ed and experienced appraiser to help establish 
the value of the assets, which will be critical to the 
estate and legacy planning. 

A consideration both in leaving the business or any 
other family asset is the presence of special family 
heirlooms that have been in the family for two or three 
generations and which the client wants to ensure their 
transfer to the next generation. There may be situations 
where the transfer of these assets is not practical or 
effi cient. The advisor must inform the client of the tax 
impact of transferring certain assets and also consider 
the emotional attachment for the client and the fam-
ily. It is possible that the emotional value of the asset 
is worth more than the tax savings to be realized by 
the disposition of the asset. These are all constructive 
dialogues that the client will be grateful for. Even if the 
decision is made to dispose of the asset, the client will 
take comfort in the fact that the issue was addressed. 

In some instances, the benefi ts of having “special 
trustee” powers drafted into instruments should be 
discussed. These powers will assist in preventing the 
client from running afoul of “control” issues when 
transferring assets to the next generation. These types 
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of powers allow for creative planning in transferring 
assets during life or at the death of the client. When 
properly drafted, these types of powers can also open 
opportunities for discount planning through the use 
of family entities. 

Another area that must be explored is whether cur-
rent family members are capable of managing the 
investments required to provide the income needs for 
several generations. If a family member is qualifi ed 
they may be able to manage the family’s invest-
ment portfolio; but if no 
one in the family is 
qualifi ed, they must be 
introduced to the cur-
rent wealth managers 
and they must establish 
this relationship for ac-
countability and the 
family’s future security. 
By introducing all of the 
family’s top advisors, 
including attorneys and 
CPAs, to family mem-
bers, clients help teach 
children and grandchil-
dren how and why they 
chose these advisors 
and the important role 
they play in helping 
them carry out their 
family legacy. They will 
also learn that these ad-
visors must account to 
the family and explain 
any actions taken on 
behalf of the family. 

3. Is It Lonely 
at the Top?
The number of people 
with a net worth above 
$5 million is estimated 
at less than one percent. 
Most fi nancial planners 
have a small number of 
clients with a net worth 
at this level. It has been 
my experience that most 
people with a net worth 
of $5 million or more 

have few close friends with a similar net worth. Because 
the advisor shares a special relationship with the client, 
one of confi dence and trust, it is important for the advisor 
to act with complete discretion. It is a unique opportunity 
to bring creative value to a family that is in a position to 
plan for a long term legacy for their family and for their 
larger community. 

It surprises me how often a client has not shared their 
detailed fi nancial affairs with their attorney or CPA. 
Generally, the attorney or CPA has an overall knowledge 

Exhibit 1
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of their situation, but they have no idea how the client 
feels about linking their hopes and aspirations to their 
fi nancial goals. Rarely does the client ever have all of the 
key advisors in the same room, working from the same 
mission statement provided by the client, to collectively 
produce the client’s 100 year family legacy.

4. What Process Will 
the Family Use to Train 
the Next Generation?

A question I always ask is, “Did the previous gen-
eration go through a process similar to the one I am 
taking them through?” (see Exhibit 2). In every case 
so far, the answer has been no. It is my experience 
that high net worth clients want this type of guidance 
but have never experienced it before. It is important 
for the client to understand that taking their family 
through this type of process is as crucial as their 
education, their training in moral responsibilities 
and their fi nancial security. The client must pay close 
attention as they go through the family planning 
process so that they can teach their children and 
grandchildren that they will one day need to do the 
same kind of planning. Otherwise, the family will 
experience perhaps a two-generation legacy instead 
of a four- or fi ve-generation legacy.

When setting up their family legacy, the client must 
to keep in mind that their children and grandchildren 
will not want to do everything exactly as they did. 
They can set up plans and programs that can be car-
ried out after the client has passed away; however, 
fl exibility must be granted to future generations so 
that each generation can personalize their goals 
within the context of the overall family mission. It 
is vitally important for the client to understand that 
each adult generation of the family must experience 
a process that allows that generation to link their 
life goals and their fi nancial goals into a 100-year 
family legacy.

5. What Kind of 
Tax Coordination Has 
Already Occurred?

Most clients that I meet have already done some 
planning. On occasion, they have even done good 
traditional planning. Even if someone has credit 

shelter wills and trusts, and perhaps an irrevocable 
life insurance trust (ILIT) to own their life insurance 
policies, it is rare that they have looked at their plan 
with a 100-year perspective. A question I frequently 
ask is, “Does your current plan software show the 
immediate multiple tax impact if different assump-
tions are used?” In other words, if the assumed 
interest rate changed, and the exemption amount 
changed, would the client see the immediate effect 
it would have on estate, gift, capital gains, income 
in respect of a decedent, and income taxes out to 
joint life expectancy?

Another question I ask is if the current plan assumes 
that there will be large estate, gift or capital gains 
taxes. Perhaps the main reason they have life insur-
ance owned by an ILIT is to pay these taxes. If the 
client tells me that is why they have purchased this 
kind of coverage, I advise them that their planning 
may be incomplete. I certainly believe that life insur-
ance is an important tool in family legacy planning; 
however, if they are planning to use it to pay these 
types of taxes, they may not have explored all of the 
options available to them. 

If proper strategies are introduced into the plan-
ning, and the proper tactics and tools are used 
in conjunction with the strategies, many of these 
“would-be tax dollars” can be funneled into family 
foundation assets over which the family will have 
infl uence and control for multiple generations. The 
general effects of good tax planning will usually 
produce results where the family distributes 100 
percent of their net worth to loved ones, and an-
other 60 percent goes into the family foundation. 
Depending upon the facts of the case, it may take 
two or perhaps 10 strategies to get this result, but 
depending upon the sophistication of the client, 
this result can be obtained.

6. How Are All Advisors 
Coordinated into a Team?
Most clients do not fully understand the roles of 
various advisors that they use. From the experience 
of having done personal plans for attorneys, CPAs, 
fi nancial reps, stock brokers, bankers and fee-based 
planners, it is clear to me that they all are excellent 
at looking at their affairs from their own career per-
spective; however, when a family wealth counselor 
brings a coordinated effort from everyone, the end 
result is much larger than merely looking at the situ-
ation from one dimension.
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The process I guide my clients through helps them 
draft a family “mission statement” that coordinates 
their life and family goals with their fi nancial goals. 
Other advisors tell me it is rare that they are given 
such a document. These advisors go on to tell me that 
if they were given such a document every time they 
did a plan for a high net worth client, they could do 
much better work.

Someone needs to become the “quarterback” who 
is in charge of setting timelines with other advisors, 
determining which documents must be drafted, 
what kind of re-titling of assets must take place, and 
confi rming that the actual plan does in fact meet the 
specifi cations of their “mission statement.” A strong 
family wealth counselor will make sure that each 
advisor is using their unique abilities to the greatest 
possible extent. 

A family wealth counselor who assumes this role 
and takes the client through a process will help mo-
tivate the client to implement their plan. People do 
not build their “dream home” and then never move 
into it. A well-coordinated team of advisors allows 
the client to enjoy the full implementation of their 
100-year family legacy.

7. When Is It Best to 
Make Transfers?
Most of the estate planning generally done is “death 
focused.” It indicates what will happen upon the 
death of either spouse. Since estate taxes are not 
due until death, it makes sense to focus upon the 
impact at death; however, the transfer of assets 
should also be considered during the lifetime of 
the client.

How can a family know if the next generation 
will be accountable and responsible fi nancially? 
I  suggest that consideration be given to transfers 
while the mother and father are still living, even 
if the transfers are modest initially. Each child will 
react differently; however, trends will emerge that 
will provide insight into how distributions can be 
personalized to the needs of the inheritor. With a 
track record, parents can determine if they should 
transfer only income rights, or income and principal, 
with principal disbursed at various ages. A key ques-
tion to ask is, “Who will decide these matters if one 
spouse passes away?” If the client is uncomfortable 
responding to this question, rest assured that family 
members are even more uncomfortable about what 
might happen at the fi rst death. 

8. What Charitable or Social 
Causes Stir the Client’s Passion?
Have you noticed how much more zeal someone has 
about something they are passionate about? If your 
client learned that they could have one or several mil-
lions of dollars available to help “make a difference 
in the world,” what causes would energize them to 
provide value to others? In the questionnaires and 
Family Focus Retreat documents that clients com-
plete, I include several questions and exercises that 
allow the clients to reveal the areas where they think 
they could help the most. This is when I ask them why 
they feel so strongly about certain organizations. 

Here is how some of that dialogue would take 
place: “Bob, tell me the name of someone in your life 
who has been there to lift you up and encourage you 
to step up to another playing level.” After getting this 
name, I would then ask Bob how he would feel if he 
could help fi ve people to enjoy the same assistance. 
They always say they would feel great. But then I say, 
“you know, if we set your program up the way I think 
it could be, we might be able to have 105 people 
enjoy this ‘hand-up’ over the next 20 years. With this 
possibility revealed, the client feels energized. Our 
job as family wealth counselors is to help create a 
vision in the client’s mind that helps him connect his 
interest in an organization to his fi nancial assets so 
that the client and his family have all the tools they 
need to carry out the mission. If the client happens 
to be an entrepreneur who has a specifi c niche with 
a product or industry, I help him fi nd a way he can 
still operate as an entrepreneur using those unique 
abilities available to him, but to use those skills to 
really make a signifi cant difference in the world in 
service to others. 

9. How Could a Family 
Foundation Bond Future 
Generations?

Many people think that you need to be very wealthy 
to have a family foundation. Not so. For most peo-
ple, creating a donor advised fund (DAF) through 
a community foundation, or some other national 
organization, is all they need to put a key tool into 
their fi nancial plan. I have seen minimum assets as 
low as $1,000 to start a DAF. 

If someone tells me that they are very private 
and need total control of their family foundation 
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operations, a private foundation might be a better 
choice for them. Generally speaking, someone 
needs to be willing to transfer $1 million into a 
family foundation within a fairly short time period 
to be able to justify the additional costs associated 
with a private foundation.

One of the most valuable lessons a family can 
teach its members is that giving away money must 
be done through an accountable and responsible 
heart. Putting family members on an Advisory Board 
or Committee, and allowing them to experience the 
process of giving away money teaches them how to 
be accountable and responsible for their actions. 

Family foundation activities should be fl exible enough 
to allow personal choices when selecting which chari-
ties should receive funds within the guidelines of the 
foundation rules. If children are merely carrying out 
their parent’s wishes, by the next generation there will 
be little interest in the foundation and the nonprofi t 
organizations receiving their funding. On the other 
hand, if family members can also direct funds toward 
the charities they care about, the foundation maintains 
a passion for the good of society, and everyone con-
nected benefi ts.

A family foundation can and should be a source 
(tool) for teaching the importance of generosity, 
compassion, and commitment to family members. 
Members of the family should have the opportunity 
to review the reports and gain the experience neces-
sary to manage these charitable efforts. 

10. How Are Virtues Taught to 
Future Generations?
One of the greatest concerns parents and grandpar-
ents express regarding future generations is how their 
children and grandchildren will learn and practice the 
age old virtues including love, honesty, humility, sacri-
fi ce, responsibility, industry and temperance. I ask my 
client’s whether they have considered how their family 
foundation could be a catalyst for teaching important 
virtues to their children and grandchildren. Requiring 
children and grandchildren to decide where foundation 
distributions will go can teach them valuable lessons 
in virtues. At what age is it appropriate for children 
and grandchildren to be brought into the activities of 
the foundation? 

A client of mine and his wife had three adult chil-
dren. They only saw these children and the three 
grandchildren about two times per year because they 
all lived in different parts of the country . My clients 

asked what they might do to encourage develop-
ment of virtuous characteristics in their children and 
grandchildren. I suggested that they schedule four 
consecutive days at Disney World in Florida and 
invite their children and grandchildren to join them. 
I advised them to decide on an amount of funds over 
which they would give each child the discretion to 
decide how to distribute from the family foundation. 
The distribution rules of the foundation were also sent. 
I suggested that they should enjoy the Disney activities 
during the day, but at dinner each night they should 
have each child present to the family where and why 
they decided to send the foundation money. Then, 
on the fourth night, they could decide if this kind of 
activity was a good experience for the children and 
grandchildren. They returned home and I received a 
phone voicemail message form each one separately. 
They stated that their oldest child decided to give 
money to a charity that helped battered children they 
were involved with, and from the additional funds 
now available to give to this group, they could really 
make an impact.

The second child used an overhead projector to 
describe how they were going to go to a third world 
country and help build a school house. This family 
was so excited because they had never done any-
thing like this before. The third child came with a 
PowerPoint presentation that was very impressive. 
They could tell that this child and the grandchildren 
were going to experience something that none of the 
family members had ever experienced before, and 
that this child was fi lled with excitement and hope 
for this project. On the fourth night they had the best 
adult conversations with their children that they had 
ever experienced in their life. They decided that the 
11-year-old grandchild would be placed on the Dis-
tribution Committee when she was thirteen because 
of the valuable lessons she could learn. This family 
now takes this kind of vacation annually, and enjoys 
the meetings even more because they are seeing how 
they can “make a difference in the world”. Inciden-
tally, my clients never mentioned during their call to 
me anything about the nearly $6 million they would 
say in taxes as a result of these activities. 

It is not only about taxes. This family, like all the 
families we work with, discovered that they are 
greatly empowered when we take them through 
a process that allows them to respond to the Ten 
Wealth Transfer Dilemmas in a manner that permits 
them to see the future with a passion and allows all 
family members to live life to the fullest.
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When an advisor can guide a client through 
a process that allows them to link their lifetime 
goals with their financial resources, the advisor 
helps these clients move from financial success 
to personal significance. This legacy planning can 
continue for many years into the future, through 

many generations to come. What greater impact 
and value can an advisor offer his client?

ENDNOTES
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