The Age of Responsibility:
When to Give Major Money to the Next Generation

”

A long-ago client of mine had a cousin who inherited more
than $250,000 at age 21; it was gone in a few years, spent on
tropical fish. His mother had no control over his spending.

						

– LNWM Client Advisor

”

“Major money” and “young people” are a volatile mix. There’s lots that can go right but also very, very
wrong. While there is no one answer as to when the younger generation should come into a big part
of their inheritance, it is best to have a plan in place well before assets change hands.
For insights based on experience, we surveyed LNWM Client Advisors. It is a question they get
often and for which they have seen many scenarios play out over time. Here are the major points
of agreement:

1. Limit Access Before Age 25
There are many ways to do this, depending on the situation.
Kristi Mathisen, Director of Tax and Financial Planning at LNWM, offers this approach:
		• Age 21 to 25: give young people access to income from the assets, but not the principal.
		• Age 25 to 35. Allow joint control of the assets, in essence making the young person 		
responsible but with supervision (akin to a co-trustee).
		• Age 35 and up. Take off the training wheels, if the young person has shown interest
and responsibility.
Adds Kristi: “If someone cannot be trusted to manage their finances by age 35, they probably
will never be."
Sam Craig, LNWM Client Advisor: “Transferring major money at age 21 (or perhaps even 25) is
risky, since most people at this age are exploring and likely to use a good portion of the assets to do
that. Since young adults generally settle down in their 30s these days, I often recommend that assets
are transferred to them starting at age 30, 35, or even 40, and usually in stages. This makes it more
likely that the money will be used for things with long-term value, such as a down payment on a
home and/or help making the next career move.”
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2. Give in Steps, for Specific Things
Susan Talton, LNWM Client Advisor: “Starting out, I would give money to young adults only for
specific things – to buy a car, take a trip or make a deposit on a rental. The amount of other money
given should depend on what other needs they might have, with a focus on encouraging newly minted
adults to work hard in school or at their first real job. Gifts should not be so large that they allow a
young person to stop striving.”

3. Focus On the Recipients: Their Unique Needs, Goals, Personalities
Jeanne Goussev, Managing Director of Fiduciary Services: “What is an enabling gift for one person
can cause for trouble for another. So gifting or structuring an inheritance should be done with intent
and with the recipient in mind. One size does not fit all!
Carefully consider the recipients' experience with managing money. How have they done in the past?
Are they savers or spenders? Parents may want to start by giving a little money that children can
manage and invest on their own as teenagers or even younger. Have them set up a budget and track
their spending. Learning how to budget – how much to spend, save and donate – at a young age is a
skill that pays great dividends throughout life.
If the money will eventually pass on to very young children or future generations, it is critical that the
current beneficiaries not squander the assets.
Trusts provide the most control in regard to whom your assets
go, when and how. And trusts can allow for your assets to
last for more than one generation, if that is intended. You can
specify what portion of assets or income will be distributed
at various ages — say 25, 35, 40 — for various milestones
(graduate school, down payment on a house, etc., birth of
a child). Another major benefit of trusts is that the assets in
trust are protected from creditors and also from any future
divorce settlements."

4. Consider “What If” Scenarios
Susan Zurek, Fiduciary Advisor: “A key thing that gets
overlooked when parents leave money to children/
grandchildren are the “what ifs.” While we all hope for the
best, unforeseen challenges are part of life — accidents,
health issues, divorce, etc.
An irrevocable trust for the benefit of a young person can
contain a statement that says something like: If something
should happen, and the young person qualifies as having
special needs, then the trustee is authorized to open a
Special Needs Trust. Such a trust would fund the living
expenses of the beneficiary but not disqualify the person from

Mind Their Money Personality
When deciding when to give money
to young people, it’s a good idea
to take into account their “money
personality,” or their tendency
toward saving, spending, risk-taking,
etc. Money personalities can vary
greatly within the same family. And
each money personality comes with
its good and bad attributes. A fun
way to get a quick read on money
personality is to take our Money
Personality Quiz.
Put Family Stories to Good Use
This interview with psychology
professor Marshall Duke, Ph.D.
explains how to use family stories to
foster responsibility and resiliency
in children, so they are able to make
the best use of their inheritance and
carry on the family legacy.
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getting government aid. This can also apply to young people who have known health or behavioral
issues. They may be fine now but worse off in five or 10 years. The trust would have guidelines the
trustee can use to determine if the beneficiary’s condition is deteriorating and what to do in response.
My advice to clients is to think about the legacy they want to leave, think about their children and
grandchildren and what would benefit them. Dollar amounts and age don’t necessarily matter because
$50,000 to one person could be like $500,000 to another. We have seen children that were given
money before they turned 18 and still have it and are using it wisely.
This is not an easy decision. This is why we work closely with clients to explore how to transfer assets
to the next generation in a way that enables young people, furthers the family legacy and makes the
most sense financially for everyone involved." ◘
Levels of Access and Control

The "legal" age, when a young person can access funds in their name,
is 18 to 21 years old, depending on the state of residence.
Less Control

Custodial accounts
in the child’s name
at any financial
institution — bank,
brokerage firm, mutual
fund company. The
child gains full access
to the account at the
legal age, which is
21 in Washington
State. Starting at
that age, there are
no restrictions on
withdrawals.

More Control

Joint accounts in
the name of the
child and parent
or grandparent.
Between the ages
of 14 and 17, banks
require a parent to
be joint owner of an
account. Once the
children turn 18, they
cannot remove the
guardian as joint
owner without his/her
approval.

529 Plans set up to
fund education. The
beneficiaries named
in these plans have
no rights to the money
or how it is invested,
regardless of their age
or schooling needs.
The account owner
gets to decide how
to disperse funds
and can change
beneficiaries any time.

Trusts created for
the benefit of the
child. The person
who sets up and
funds the trust (the
grantor) can specify
the amount and
timing of distributions
to any number of
benefeciaries during
the life of the grantor
and/or after he/she
passes away.

For more on accounts for children, read this blog post by LNWM's Kristi Mathisen.
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ABOUT LAIRD NORTON WEALTH MANAGEMENT
With nearly $5 billion in assets under advisement, Laird Norton Wealth Management is the Northwest’s premier wealth management
company. Founded in 1967 to serve the financial management needs of the Laird and Norton families, the firm now provides integrated wealth
management solutions to more than 600 individuals, families, business leaders, private foundations and nonprofit organizations.
DISCLOSURE
All investments involve a level of risk, and past performance is not a guarantee of future investment results. The value of investments and the
income derived from them can go down as well as up. Future returns are not guaranteed and a loss of principal may occur. All investment
performance can be affected by general economic conditions and the extent and timing of investor participation in both the equity and fixed
income markets. Fees charged by LNWM will reduce the net performance of the investment portfolio.
The information presented herein does not constitute and should not be construed as legal advice or as an offer to buy or sell any investment
product or service. Any opinions or investment planning solutions herein described may not be suitable for all investors nor apply to all
situations. All opinions expressed are those of Laird Norton Wealth Management and are current only as of the date appearing on this material.
Any accounting, business or tax advice contained in this presentation (or communication, including attachments and enclosures) is not intended
as a thorough, in-depth analysis of specific issues, nor a substitute for a formal opinion, nor is it sufficient to avoid tax-related penalties.
Some investments may not be publicly traded and they may only allow redemptions at certain times conditioned on various notice provisions
and other factors as more fully described in the related offering and subscription documents provided at the time of the investment. Due to
the nature of these types of investment funds, hedge funds, fund of funds, and similar partnership-like investment vehicles, they should be
considered illiquid. In addition to restrictions on redemption, they often include holdback provisions that may delay a full redemption for several
months or longer. There is no guarantee that the amount of the initial investment can be received upon redemption. Due to the nature of the tax
reporting that may be available from these types of investments, clients should expect to extend the filing of their tax returns.
A benchmark is an unmanaged index, and its performance does not include any advisory fees, transaction costs or other charges that may be
incurred in connection with your investments. Indices are statistical composites and are shown for informational purposes only. It is not possible
to invest directly in an index. Indices are unmanaged and are not subject to management fees. Any benchmark whose return is shown for
comparison purposes may include different holdings, a different number of holdings, and a different degree of investment in individual securities,
industries or economic sectors than the investments and/or investment accounts to which it is compared. Comparisons of individual account or
portfolio performance to an index or benchmark composed of indices are unreliable as indicators of future performance of an actual account or
portfolio. Actual performance presented represents past performance net of investment management fees unless otherwise noted. Other fees,
such as custodial fees or transaction related fees may not be reflected in the actual performance results shown.
Certain information herein has been obtained from public third party data sources, outside funds and investment managers. Although we believe
this information to be reliable, no representation or warranty, expressed or implied, is made, and no liability is accepted by Laird Norton Wealth
Management or any of its officers, agents or affiliates as to the accuracy, completeness or correctness of the information herein contained.
In addition, due to the nature of an investment or the date of the creation of the attached presentation, some values shown or used in the
calculation of performance may be based on estimates that are subject to change.
The attached materials may contain confidential information that is intended only for the person to whom it is presented. By accepting this
information, you agree to maintain its confidentiality and not to distribute it to any other person without the express permission of Laird Norton
Wealth Management. All data presented is current only as of the date thereon shown. Laird Norton Wealth Management is comprised of two
distinct entities that may offer similar services to clients. Laird Norton Trust Company is a State of Washington chartered trust company. Its
wholly owned subsidiary, Laird Norton Tyee Asset Strategies, LLC, is an Investment Advisor registered with the Securities and Exchange
Commission. Such registration does not imply any level of skill or expertise.
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