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Estate Plan Philosophy

	Instructions



Senior Generation only: Review your business plan, consider individual discussions with the family, and develop an aligned philosophy to guide how assets are distributed to family members both working inside and outside of the business. Consider the questions outlined in the tables below surrounding decision making, control and “fair versus equal.”  Recommended listening prior to completion: Estate Plan Philosophy Audio File 

Step 1: Inventory all major asset buckets and categorize as appropriate. 
Include business and non-business assets and consider sub-diving into core and non-core business assets and/or separating operating entity assets from real estate. This step is particularly important when there are family members working in the business and outside of the business. (Pro tip: a personal balance sheet is helpful for this step)

Consider the following: What are the components of your wealth? Consider both your personal and business balance sheets. Draft a general plan or philosophy for distribution of assets. Consider the following: 
a. Business vs. non-business assets
b. Strategic vs. non-strategic assets
c. Allocation of cash, investments and insurance
d. Sentimental items
e. Home sites and vacation properties

	Major Assets
	Type of Asset 
	Approximate Value 
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Step 2: Create a personal financial plan and budget. 
The plan should detail financial needs into retirement that will require financial support from the business (business leases, rental or purchase agreements, etc.). This is important to ensure the senior generation is financially secure through the transition. It is also important for the junior generation to understand their own obligations. Consider what will be gifted, sold, or transitioned through inheritance. Consider using a financial adviser in this step or CPA who specializes in retirement planning.

Step 3: Understand the needs of the family.
The senior generation should have individual conversations with each member of the junior generation (including spouses or significant others as appropriate). Gain their perspective on what matters most to them from an estate planning perspective, with the intent to listen and understand, and not make commitments. Start the conversation with something like, “We are starting to work on our estate plan and want to understand what’s most important to you.” (stop there and let the junior generation share)

Step 4: Define your legacy.
In several sentences, describe what you want your legacy to be – for your family and for your business. Your legacy statement will record what you hope to pass on to the next generation (i.e. Never lose passion for the work you choose or the importance of family. These are what give us purpose in life. We will always strive to be business smart and family friendly).

	Family Business Legacy Statement 

	



Step 5: Draft a distribution list. 
Use the asset list from Step 1 and identify which assets will go to each person, how they’ll be transferred (gift, sale, etc.), and any outstanding questions or notes. Consider business and succession plans, personal goals and alignment therein. Evaluate the intended and unintended consequences for the business and family members by considering the potential outcomes for your grandkids or great grandkids generations. 

	Major Assets
	Approximate Value
	Distribution
(Heirs & %)
	Notes/Questions Intended or Unintended Consequences

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	




Step 6: Conduct a second round of individual conversations with the next generation to share your desired legacy for both the business and the family. Outline the goals of the discussion which should be 1) to share and understand the business reasons for the estate philosophy and asset distribution plan, and 2) to empathize and appreciate the emotional impact of the estate plan philosophy. Share the philosophy and the rationale. Ask for reactions to the initial plan and address questions or concerns. This step is not intended to be a negotiation or intended to change the plan.

Step 7: Invite family members to a meeting and share the philosophy, how assets are intended to be distributed (pending conversations with attorneys and accountants), and next steps.

Step 8: Utilize an accountant or attorney to help prepare the necessary legal documents to finalize the plan.
· Discuss what types of long-term agreements or decision-making structures might be needed to achieve long-term goals and mitigate the risk of unintended consequences.
· Identify other questions about legal structures, governance, and taxes.

Step 9: Revisit the estate plan and philosophy at subsequent planning meetings. Make revisions as needed based on how the business and family evolves over time.  
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