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Are You Prepared?
Estate Planning for Business
BY LAWRENCE N. BERWITZ AND MAUREEN ROTHSCHILD DITATA

business owner who is mvolved in
managing a routinely
makes day-to-day decisions that
allow for the continued success of the

busi

enterprise. Having that contral can be
intoxicating to an entreprencur, You are in
s, You see the direet results of your

planning and decisions every day. Of

course, the b s where it is today
because you, and only youn, have the
required skills, connections and intuition
to maintain the business. Your efforts are
financially rewarded, providing support
for your family.

What if you were not there to run the

business? Sure, you have no intention of

retiring today. But what will happen if you
do retire? What will happen if you become
disabled and can no longer manage the
? What if you die?

¢ o address these questions

busine

The
and put a succession plan in place now can
have disastrous results, both financially

and strategically. These issues arc among

What It All Means from

« An estale is the total property, real and personal, ow!
Real property is real
everything else, for example cars, household items, and bank

bution through a trust or

the most complicated that a business
owner will face. And, it is not only the
business succession planning that is dith-
cult. Implementing the plan can also be
problematic. Does the business already
have a candidate who can be trained to
succeed you? If so, grooming your succes-
sor and knowing when to turn over the
reins can create tension between you.

, where

For the solely owned busii
only one of the owner’s children is
involved in the business, post-death distri-
bution of assets can creatc animosity
between the involved child and the sib-
irly dividing

lings, F I estate can seem
impossible when the major asset is a busi-
ness which is expected to continue follow-
ing the demise of the owner. Oftentimes,
the uninvolved children feel as though
they have been treated unfairly bec:
their brother or sister will inherit the busi-
ness, but giving an equal interest in the

15¢

business to all the children is not a realistic
alternative. Morcover, the perks of being

Legal Information Institute:

2d by an individual prior to dis!
te; personal property includes
ccounts. Estate planning

distributes the real and personal property to an individual's heirs.

» Estate planning Is the process by which an individual or family arranges the transfer of
assets in anticipation of death. An estate plan aims to preserve the maximum amount of

wealth possible for the intended beneficiaries and flexibility for the inc

ual prior to

death. A major concern for drafters of estate plans is federal and state tax law.

« Wills and trusts are common ways in which individuals dispose of their wealth, Trusts,

unlike w
oversees the tran

ills, have the benefit of avoiding probate, a lengthy and costly legal process that
er of assets. Sometimes, though, it will be useful to make inter wivos

gifts (gifts made while the donor is alive) in order to minimize taxes. The federal Gift Tax

exempts certain levels of lifetime gifts.

Go to www.law.comell.edu for more information,
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involved in the management of the family
owned business — the salary, health bene-
fits, car, CXpense account and retrement
benefi

s — can be seen as favoritism by the
others even though the managing child
cams ri'lL‘!\'i.' bL‘“t"‘ltﬁ.

Where there are two or more partici-
pants in a business, the failure to design an
appropriate buy/sell agreement can have
devastating  consequences. Today, the
income of each owner is associated with
his or her relative contribution to the suc-
cessful operation of the business. What if

one of the partners or business associates
can no |u|:3_,'\-r perform, whether by dis-
ability or death? What obligation is owed
to the surviving spouse and family?
Without a suitable plan, the remaining
participants in the business resent sharing
the profits resulting from their hard work

with the non-contributing spouse and
Ihlnﬂy of the disabled or deceased mem-
ber. And what if the spouse now wants w
participate — or must?

Estate planning for businesses is not a

topic that business owners enjoy addressing,
To do so, you must face the possibility that
yourself will take
charge before you are ready to relinguish
control, Yet, creating a plan to ensure the
continued viability of your business fol-
lowing a catastrophic event is essential. It

someone other tha

berween whether
your life’s work will stand as a testament to
your foresight, determination and busi-
wcumen or shatter because you were
ble to face these wough choices. What
do you foresee for your business? #

may make the difference
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