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How can I best prepare for the
challenges that may come with
‘sudden wealth’?
By Timothy E. Flatley
Two driving forces are already in
play which eventually will result
in an increasing number of people
confronting the issues associated
with gaining sudden wealth. The
first is the largest intergenerational
transfer of wealth in history, which
some experts estimate to be $12 trillion. This transfer will occur over the
next 25 years.
The second driving force is the
current “frothiness” of the capital
markets. Many entrepreneurs are
either taking their companies public
or selling them, to the tune of enormous payouts.
Both scenarios have the same
result: people suddenly dealing
with the pressures and challenges
of managing their newly arrived
wealth. A recent example: We were
referred to an individual who sold
his company, which prompted many
personal concerns.
He voiced these concerns, asking
questions like: “Are my current advisors able to manage a significantly
greater amount of assets?” “How do I
build a portfolio that will allow me to
never worry about working again?”
and “How do I protect my assets in
an increasingly litigious society?”

Perhaps his greatest concern was
his own lack of information about all
the risks out there that he should
be considering.
This individual was successful
because he has a great mind for detail:
For years he had developed complex
processes and checklists to guide
the operation of his business. To
ease his anxiety, we created a “sudden wealth checklist” which included
not only the concerns he articulated,
but those we had previously identified from working with many people
like him. It then became a simple process of comparing his current status
to the items on the checklist, and
developing an action plan to address
the shortcomings.
The “sudden wealth checklist” is
too long to reproduce here. (You can
find it at our website: www.sterlingadvisors.com.) However, the major
topics for families and individuals
gaining sudden wealth include:
• Do you have the right team
members? A high net worth family
requires a coordinated team consisting of a wealth advisor, a tax advisor
and a legal advisor. Each of these
experts should have experience with
clients similar to the “sudden wealth”

recipient. Frequently, such individuals
outgrow the capabilities of the advisors they have worked with in the past.
• What is your asset protection
strategy? High net worth families
are popular targets for legal claims
and fraud. A strategy should be in
place that utilizes liability insurance,
well thought-out account titling and
trusts to protect the family’s assets.
• How should your estate plan be
modified? Each parent may transfer
up to $5.43 million of assets before
federal estate taxes are assessed. The
tax rate above this level is 40 percent
and state inheritance taxes are often
applied in addition to federal levies
(watch out in New York, New Jersey
and California). There are numerous tactics known to an experienced
advisory team whose members can
help reduce the impact of these taxes.
Overall, “sudden wealth” is not the
panacea most of us would expect it
to be in terms of alleviating a family’s worries and delivering instant
gratification. But through careful
planning and management, and with
the assistance of a thoroughly vetted advisory team, “sudden wealth”
can bring security and happiness for
generations to come.
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