BE PREPARED
May 1st, 2007

For your Family
Make sure that you have enough life and disability coverage for your family – do not procrastinate on this.  If you need help, please call me.
It is extremely important to have a Will drafted.  Major points to cover:
· Power of Attorney – both Medical and Financial.  – State what you want to have happen if you are unable to make decisions for yourself.  
· Example – pull the plug if on life support and no end in sight 

· Donate what you can and burn the rest. 

· Name an Executor – name someone you think can handle the job.  This responsibility should take anywhere from 9 months to 2 years.  Think seriously about paying this person.  If a court appointed an executor for you, they would pay them anywhere from ½ to 1% of your estate.  
· Guardians for your Children – do not let this paralyze the whole process.  It is important to put someone down but you can always change it.  So if it is hard to decide, look at a parent for now and then evaluate in 5 years or so.  Put down two choices.
· Please be responsible enough to leave the guardians with money to raise your children.
· Set Up Trust for Children and Designate Trustee – you have the ability to set the trust up to pay out any way you want.  Very flexible! I like to see the Trustee be different than the Guardian to discourage misuse of funds.
· Set Up an A/B Trust – this directs a trust to be set up upon the first spouse’s death with at least $1,000,000*.  This is Exemption Amount available to every person but if you do not use it, you loose it.  The Exemption Amounts will increase for the next few years but will reset to $1,000,000 in 2011.  They are as follows:

· 2007 & 2008 - $2,000,000
2009 - $3,500,000  

· 2010 – No Estate Tax

2011 + - $1,000,000
*You have a Lifetime Gift amount of $1,000,000 that does count against your Exemption Amount.  This is in addition to the $12,000 annual gifts that are allowed.
· Letter of Instruction - this explains where things are and what to do in case of your death.  This can eliminate much of the guesswork and heartache of dealing with it all.  Make sure and keep one copy in your home that is easily accessible, one with your attorney and one in a safe place.
· List of Assets and Holdings
· Description of Account – list each asset if more than one in account

· Account Number

· Contact Name and Phone Number

· User ID and Password for Online Access

· List of Important Contacts

· Estate Attorney

· CPA

· Investment Broker

· Life and Disability Insurance Agent

· Auto and Home Insurance Agent
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For your Business
If you have a partner you should treat it like a marriage!  

There are three things that you should have in writing through a Buy/Sell Agreement that explain the terms of a buy out:
1. Separate for any reason.

2. Disability of a partner.

3. Death of a partner.
Within this document, you ensure that the remaining partner / partners have the right to buy the shares based on the terms and conditions of the contract from the surviving spouse or departed partner. 

Separation

If a separation happens, you should have a formula in place that addresses the buy out.  There are numerous ways to come up with this and is should be based on your individual situation.  The valuation and agreement should be re-addressed at least every three years.


Disability

If a disability occurs, it can be devastating to the business if not for prior planning.  One common method:
· A set salary is paid to the disabled partner for one year

· At the year mark, the decision will be made if the partner is permanently disabled or not.  If he is disabled, a buy out will be triggered based on a pre-determined amount.  

· The first year salary is to be counted as part of the payout.  A five to ten year note is customary for the rest of the buy out.

This can be funded with disability buy/out policy, cash flow of the business or a business loan.  

Important Note - Disability Overhead Expenses Policy will cover all over the business expenses including payroll, office expenses, etc.  It will not cover your (the owner) salary.

Death

If a partner passes away, there should be an agreed upon valuation for the buyout. Key Man Insurance is the most common and efficient way of funding this scenario.  There are a few ways to structure the ownership which have different tax implications.  

· Company owned policies – no step up in cost basis but partners split expense.

· Partners own policies on one another – step up in cost basis but pay for each partner’s cost.
Regardless of how you set your Buy/Sell Agreement up, just make sure and get it done! 
