PLANNING FOR THE FUTURE

Estate Equalization

®

Estate Planning for business owners can be confusing.

It is common to have family members with varying interests and commitments to your
family business. Estate equalization is a key strategy that helps ensure the continuity of
your family business while fairly and equally distributing the inheritance. Life insurance can
assist in estate equalization regardless of your children’s involvement in the business.

Consider the factors.
Communication of a clear and
detailed business continuity plan
helps provide reasoning behind the
distribution of your assets. It will
identify the attention and resources
your business needs in order to
continue its operations.

Tax implications may create
unbalanced and unfair burdens on the
beneficiaries. While planning estate
equalization, you should consider the
taxes on the disposition of your assets.

Previous lifetime gifts from you to
your children could pose issues. You
should establish how the gifts will be
included in the overall distribution
while estate planning.

Varying financial situations among
your adult children is common. Your
children may be in different financial
stages in their life. You should recognize
your children’s situation may change in
the future.

Let’s look at a common scenario.
•

Joe and Ellen own a business worth $1.5 million with other assets worth $1.5 million.
Daniel, the eldest of their children, is actively involved and has dedicated all of his time to
the business, whereas, their other children, Jon and Sam have not. In theory, Joe and Ellen
could divide their estate into three, which gives Daniel, Jon, and Sam an equal inheritance
of $1 million. The trouble with this situation is Daniel may be resentful since he would
need to share a significant portion of the business with his two other non-participating
siblings. Jon and Sam, on the other hand, may simply want to sell the family business to
extract their equity.

LIFE INSURANCE. The perfect solution.
Life Insurance can be purchased by Joe and Ellen to equalize the inheritance of their
children. They can purchase a $1.5 million life insurance policy to be divided between
Jon and Sam. The business, worth $1.5 million*, can be inherited by Daniel where the
remaining $1.5 million in other assets* can be divided between Jon and Sam. All three
siblings would end up having an equal inheritance of $1.5 million.

= $1.5 million
Daniel

$1.5M
Business

+
Joe & Ellen

Sam

$750K
Life Insurance

= $1.5 million
$750K
Assets

+
Jon

$750K
Life Insurance

= $1.5 million
$750K
Assets

* Not including taxes.

For more information on how Wawanesa Life can benefit you & your
family,contact your broker or nearest Wawanesa Life branch today.
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