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This confidential report was created for your personal 

use and future reference only. Each section is designed to 

give you a better understanding of your financial 

circumstances and some reasonable projected for the 

future. The report reflects your financial standing today 

and where you are likely to be in the event of your 

disability, death or retirement. It will provide valuable 

information for years to come. 

 

The goal of this wealth management plan is to make the 

greatest possible use of your present and expected 

financial resources. The plan assumes your expressed 

willingness and ability to take on an appropriate level of 

risk and also to make the necessary cash and investment 

commitments. Your report coordinates all of your assets, 

liabilities, and sources of income, putting them into 

perspective when compared to your stated goals and 

objectives. Needs or deficiencies are identified, and 

recommendations are included to illustrate how you may 

improve your circumstances. 

 

 
 

 

Supplementary information is also included to help clarify some issues.  Periodic review will be 

necessary to keep your financial plan up to date and aligned with your priorities. If, after a 

SAMPLE TOOLS AND REPORTS AVAILABLE ONLINE! 
 

Click Here to access sample online reports and software tools to see examples of how 

we utilize the latest planning and wealth management technology to help you design and 
update your personalized wealth management plan.  No two plans are alike.  Your plan 
will very likely be different from the example you see here.  As a client, of course, we 
would also provide you with secure online access to your own plan, along with the ability 
to update or modify it if you wish. 
 
When prompted, enter the following ID and password information to access the sample 
reporting site: 
 

ID:  A1A_guest 
Password: guest_A1A 

 

Section One 
Wealth Management Plan Overview 

https://www.moneyguidepro.com/tradepmr/Guests.aspx?gst=18F06A1ED2F3CCFD46306F3C6003727C9CC69208118C7CED835DDBF2E37F3F68


 

thorough review of the plan, you feel you'd like to make different assumptions, we'll be happy to 

make adjustments based on whatever assumptions you may wish to adopt.   

 

The full value of any plan lies in its implementation. Once your plan accurately reflects what 

you're personally trying to accomplish, and the more rapidly these changes are made, the more 

likely the desired results will be achieved.  No financial plan is of any value until it is 

implemented. Our services are available to assist you fully with all phases of the financial 

planning process, from the discovery phase through implementation and ongoing maintenance. 

 

 

 

 

** DISCLAIMER ** 
 
This wealth management plan was designed from the personal information and documents 

furnished by you, and it is based on your description of personal objectives and your preferences.  

 

This plan is not to be construed as offering legal or accounting advice. You are encouraged to 

discuss this plan and its findings with your attorney and accountant. It is essential that the tax and 

legal planning steps be considered only with the advice of your attorney, CPA, and your other 

financial advisors, with whom we will be happy to coordinate your plan. 

 

These reports show ballpark estimates of your future financial situation, and are intended only as 

a basis for discussion with your professional advisors. The estimates shown in this report are 

based on many assumptions that may or may not occur. Both principal value and investment 

returns will fluctuate over time. 

 

 No warranty as to correctness is given and no liability is accepted for any error, or omission, or 

any loss, which may arise from relying on this data.  Every effort has been made to assure the 

highest reasonable degree of accuracy in your financial plan. However, due to the dynamic 

nature of our economic and tax environments, no guarantees or assurances can be given 

regarding the profitability or tax benefits of any investment. The only assurance is that over time, 

every investment program is likely to produce some losses on the road to achieving long-term 

gains. 

 

This plan is only as accurate as the information on which it was based. If the data originally 

supplied to us is incorrect or incomplete, the plan will reflect these inaccuracies, and these errors 

will project into the future at a magnified rate. Certain assumptions made by us, or you, may also 

limit the accuracy of the data. Please review your plan inputs carefully. Also, the further into the 

future this plan projects, the more inaccurate it becomes. As a result, your plan should be 

updated at least annually to ensure its continued accuracy. 

 

Where rates of return, taxes, and inflation estimates are used to simulate investment results, they 

should not be construed as guarantees or warranties of profitability. Computerized performance 

projections of assets, portfolios, and markets are to be considered as statistical models based on 

past performance only. Past performance is no guarantee of any future results. 

 

No investments, strategies, or recommendations in this report are insured by the FDIC, any 

governmental agency, or other corporation. Stated guarantees associated with any recommended 



 

life insurance or annuity products are limited to the claims paying ability of the underwriting 

insurance company only. 

 

Where tax benefits are illustrated, they are based on the best information currently available. 

Various proposals are made from time to time to change the tax laws, and it seems probable that 

many of our current tax laws will undergo changes during the years illustrated in this financial 

plan. Some of these proposals, if enacted, might have a serious adverse effect on tax 

consequences of some of the investment strategies proposed. On the other hand, some proposals 

may significantly enhance your position if enacted. 

 

 

**DISCOVERY SUMMARY ** 
 

John & Mary Sample 
Interview Notes, Assumptions, Priorities, and Goals 

 
John is 55 and Mary is 50 years of age.  John is a recently retired military veteran who now owns 

a small sign-making company.  Mary is a full-time nurse with the local hospital.  They have 

three adult children (Carol, Dan and Ellen), who recently graduated college and are now on their 

own. 

 

Your answers to our risk tolerance questions indicate that you have a moderate risk tolerance 

(the five risk categories are Conservative, moderately Conservative, Moderate, Moderately 

Aggressive, and Aggressive). This gauges your ability to assume risk. Your willingness to 

assume risk is about the same as your ability to assume risk. 

 

There are two time frames for the investment portfolio. Both are considered to be long-term. 

Because your health is excellent for your ages, your combined life expectancy is over 25 years. 

The second time frame occurs when the remains of the portfolio will pass to your heirs. The 

purpose of this investment account is to provide retirement income for John and Mary Sample. 

 

Other than providing for your childrenôs education, you indicated that you foresee several future 

needs for significant withdrawals from the portfolio, so your liquidity needs are high. These 

long-term financial goals begin after retirement, and include: 

¶ purchasing a high-end RV 

¶ purchasing a boat 

¶ annual trips abroad 

¶ a cabin in Montana 

¶ new vehicles every five to seven years. 

 

Your current income needs from the portfolio are minimal, calling for a total-return approach 

that focuses more on long-term capital gains than on the generation of current income. There are 

no particular preferences, constraints, legal, regulatory, or unique needs noted for either your 

personal or qualified portfolios. 

 

Your liquid assets are currently sufficient to provide the cash reserves needed for emergencies. 



 

FINANCIAL PLANNING  GOALS 

 
John wishes to fully retire in 12 years, and Mary wishes to continue working part time while 

John is retired, until she reaches age 65. 

 

Your main financial goal is to maintain a balanced portfolio to provide adequate retirement 

income. 

 

Your stated annual retirement income goal is $150,000 of net, after-tax, spendable dollars. This 

income stream will be constructed to attempt to increase at an average annual inflation rate of 

around 3.0% over your life expectancy. This income stream will also be constructed to attempt to 

continue through Johnôs age of 100. 

 

Maintain adequate disability and survivor income to maintain current living standards without 

depleting capital until you are both retired. 

 

Restructure income and assets to achieve current tax liabilities. 

 

Contribute to college funds for your grandchildren. 

 

Preserve principal and earn an average rate of return on investments sufficient to overcome 

inflation and support your desired lifestyle. 

 

FINANCIAL PLANNING CONCERNS 

 
Have the mortgage paid off in 2021, vehicles in 2015, and become 100% debt free. 

 

Mary expressed concern about how their rental real estate was performing and didnôt understand 

if they were making money on it or not. 

 

Both of you have voiced concerns about periodic cash shortfalls within the sign-making 

business. Although Johnôs military pension and Maryôs current income meet current spending 

needs, you want the business to stand solidly on its own with no further infusions of personal 

capital. 

 

Managing your cash flow and controlling unexpected expenditures is a concern. 

 

Being insured for major property or investment losses is a concern. 

 

Assure proper estate distribution according to your wishes and maintain sufficient liquidity to 

cover estate settlement expenses. 

 

Obstacles you feel may impede your goals are poor health, taxes, possible changes in 

employment, disability, and inflation. 

 

John is concerned about the performance and stability of his life insurance company after reading 

several news reports about possible financial trouble with the company. 

 

 



 

 

FINANCIAL PLAN ASSUMPTIONS 

 

 

Your current marginal tax bracket: 28% 

Your average tax bracket: 25% 

Average annual inflation rate: 3.0% 

Bonds: 5% 

Bond Mutual Funds: 4% 

Equities: 6% - 10% 

Annuities: 5% 

Social Security Inclusion: 50% 

Social Security COLA Rate: 2.8% 

Johnôs Age to Collect Social Security:  67 

Maryôs Age to Collect Social Security:  67 

Johnôs Life Expectancy: 100 

Maryôs Life Expectancy: 100 

Personal Residence Growth Rate: 2.5% 

Personal Property Growth Rate: 2.5% 

Rental Real Estate Growth Rate: 7% 

Inflation Rate of College Expenses: 7% 

 

 

 

  



 

 

 

 

 

 
 

OVERVIEW OF BUDGET AND CASH FLOW 
 

This section will help you understand not only where your 

cash goes now, but also where your spending needs are 

likely to change in the future. The data used to generate the 

spending plan comes from a combination of personal 

interviews, your financial statements, assumptions, and 

estimates. These values change daily, so there will always 

be a level of inaccuracy that cannot be avoided.  However, 

using the spending plan to anticipate the larger expenses 

that occur throughout life begins with a snapshot of your 

current spending needs and preferences. 
 

 

If you have not already done so, complete the included budget worksheets and give them to your 

advisor. We will use this information to help you see how inflation can affect your plans over 

time, particularly with respect to expenses that increase more rapidly than the overall inflation 

rate, such as health care expenses and college costs. 

 

Replacement costs are a commonly overlooked part of family budgeting. It is also the biggest 

reason why peopleôs budgets never seem to add up. As part of your ongoing wealth management 

plan, we can help you keep track of major items that need to be replaced or serviced periodically 

and other budget ñsurprises.ò Most families neglect to account for these, and then when mundane 

and common things happen, like $10,000 needs to be spent on a new roof, this could be 

disastrous for the family budget for years to come. Therefore, it is critical to account for these 

items on a regular basis. 

 
Forecasting oneôs spending needs well into retirement can present a formidable challenge. The 

unpredictability and rising costs of healthcare, along with the erosive effects of inflation and 

taxes, all serve to undermine your savings efforts.  Your wealth management plan takes these 

factors and more into account, helping you overcome many of these challenges.  Having a clear 

picture of your budget today is a necessary starting point for this long-term planning.  

Section Two 
Cash Flow & Spending Plan  



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

<  SAMPLE REPORT ONLY ς More specific recommendations are contained in 
your custom wealth management plan. > 

  



 

 

 

 

 

 
OVERVIEW OF NET WORTH REPORTS 

 
The data used to generate your net worth snapshot comes from a 

combination of personal interviews, your financial statements, 

assumptions, and estimates. These values change frequently, so 

there will always be an unavoidable level of inaccuracy inherent 

to these reports. 

 

 

The Statement of Net Worth report presents a top-level summary 

of where you are now. This is a snapshot of where you were at 

the time of our Discovery meeting only.  These figures are not 

projected future values. 

 

Assets, cash value life insurance, and liabilities are all stated 

using current market values. Net worth is the result assuming 

that all assets were sold at their market values, no taxes were deducted, and then all liabilities 

were subtracted. This is an estimate of your current wealth. 
 

 

 

Projecting the Future 

 
Your detailed wealth management plan will illustrate how your net worth may change over time, 

based on projected earnings, withdrawal rates, anticipated taxes, etc. 

 

Real growth must take inflation into account. If your average annual rate of growth is 7% and 

annual inflation is 3%, then your real rate of return is the difference, or 4%. 

 

A good measure of the benefit of wealth planning and investment management is how your net 

worth improved over what you would have realized if you never took the important step of 

meeting with a wealth manager to examine the details and strategies needed to manage your 

assets and actively pursue your goals. 

 

  

Section Three 
Personal Net Worth  



 

< Sample Data Only> 
 

 

 

 

 
 

 
 

 
 

  



 

 

 

 

 

 
OVERVIEW OF SMALL BUSINESS PLANNING 

 

 

 

If youôre like most small business owners, your 

personal life and business life are practically 

inseparable. Thatôs why itôs important for your 

personal financial planning to take into account 

the unique considerationsðand opportunitiesð

of owning and operating a small business.   
 

 

 

 

From a planning perspective, owning your own business is very much like having an addition to 

your family. The business has its own needs and priorities:  stable and dependable cash flow, 

adequate cash reserves and access to capital, protection from disasters (large and small), 

opportunities for growth and development, and an orderly method for transferring ownership or 

winding down operations in the future. As an owner, the challenges of managing your personal 

finances and those of your business(es) often overlap and become intertwined. 

 

Your business is very likely a significant portion of your personal net worth (or someday will 

be).  Therefore, your business planning efforts are an important part of your personal financial 

plan. This portion of your wealth management plan does not replace your actual business plan  - 

the strategic and tactical strategies for running your business. Rather, it integrates the financial 

and wealth building aspects of business ownership into your personal financial plan.  A robust 

wealth management plan examines all areas of your finances ï personal and business ï to make 

sure they work together to help you achieve your goals. 

  

Section 4 
Small Business Planning  



 

 
 
 
CASH FLOW & FINANCING STRATEGIES 

 

Cash flow is the lifeblood of any business.  Making sure your business has access to all the cash 

it needs ï when it needs it ï is obviously a priority.  Ideally, healthy profit margins and a 

competitive line of credit from your local banker will provide all the capital you need to run or 

grow your business. Sometimes, however, you may need to consider additional sources of cash 

or funding. 

 

Plan in Advance ï for potential cash flow crunches or expansion needs.  It is always better to 

have sources of cash and credit pre-arranged, rather than search for them after a need manifests 

itself. 

 

Monitor key performance measurements.  Making the most of business and financing 

opportunities requires constant vigilance regarding the financial health of your company.  

Lenders and potential buyers of your business will also be keenly interested in how your 

business measures up to standard performance metrics. Keeping basic financial statements up to 

date, and reviewing them often, is the key to success here.  Your companyôs Balance Sheet and 

Income Statement provide most of the information needed to monitor the pulse of your business.  

 

The attached cash flow & financing analysis contains specific key performance 
measurements and recommendations for your business, based on the 
information you (or your accountant) provided. 
 

¶ Current Ratio  ï tells you how easy it is for your business to pay short-term liabilities 

from short-term assets, such as cash, inventory, and receivables. A current ratio greater 



 

than 1 is highly desirable. If this ratio is less than 1, it may indicate an urgent need to 

generate cash and/or secure additional financing. 
o Current ratio = (cash + S/T investments + accounts receivable + inventory) / current liabilities 

 

¶ Quick Ratio ï a more conservative measurement than the current ratio, the quick ratio 

excludes inventory from the current assets. If your companyôs inventory is not easily 

converted into cash, the quick ratio gives a more accurate view of your companyôs ability 

to meet short-term liabilities. If this ratio is less than 1, your business may be in need of 

additional cash or financing to stabilize the situation. 
o Quick ratio = (cash + S/T investments + accounts receivable) / current liabilities 

 

 

¶ Total Debt Ratio ï measures total debt / total assets.  This is generally the first item a 

potential lender wants to see.  Whereas the current and quick ratios measure short-term 

solvency, the total debt ratio looks at all company debt and is a long-term liquidity 

measurement. Ideally, this ratio will be a low number, with debt comprising a minimal 

amount of your companyôs total assets. 

 

¶ Profit Margin  ï describes how much net profit is generated from sales of products or 

services (net income / sales). Higher values are preferable and serve as a useful measure 

of how your company is performing over time. Derived from information on the company 

income statement (or profit & loss statement), higher numbers are better. 

 

¶ Break-even Analysis ï if your business is contemplating a new project, significant 

expansion, or is a start-up, it is important to know exactly at what point your fixed costs 

will be covered.  Break-even analysis compares total fixed expenses with percentage of 

gross profit margin to determine the break-even point for sales.  Even if your company is 

not expanding operations, it is a good idea to monitor break-even as an alert to creeping 

expenses that may be eroding profits. 

 

¶ Cash Conversion Cycle ï measures the time required from origination of a product or 

service opportunity to when a sale is made and ultimately the receipt of cash for payment. 

A shorter cash conversion cycle is desirable, as this keeps less cash tied up in the 

production and sales process, leaving you with access to more working capital. You can 

reduce your cash conversion cycle in three ways: 

 

o Reduce the time it takes to produce a product, move inventory, or convert a lead 

to a sale (average of inventory). 

o Reduce the time it takes customers to pay you (average collection period). 

o Increase the amount of time suppliers will wait to receive payment from you 

(average payment period). 

 

 

 

IF YOUR BUSINESS HAS A CASH SHORTFALL OR REQUIRES ADDITIONAL FINANCING, consider 

some or all of the following strategies: 

 

¶ Sell the following assets to generate cashé 

¶ Reduce these expensesé 



 

¶ Apply for additional credit lines from your bank afteré 

¶ Convert unpaid accounts receivable to cash byé 

¶ <  SAMPLE REPORT ONLY ς More specific recommendations are contained 
in your custom wealth management plan. > 

¶ Obtain access to additional cash throughé  

¶  Preserve cash and obtain needed equipment viaé 

¶  Capital for business start-ups is available byé 

¶   

 

 

 

TAX PLANNING 
 

Taxes are an unpleasant fact of life for all of us. 

For small business owners in particular, the 

confusing maze of tax regulations can be 

especially burdensome. A sound solution to the 

tax burden is to think in terms of tax planning. 

Business ownership in particular provides a fertile 

ground for tax planning, since the tax laws 

provide significant breaks for business owners 

that are not available to average wage-earners. 

 

 

 

Tax planning is a year-round approach that is done in the context of your overall financial 

picture. The goal is to make sure that a given tax saving strategy wonôt undermine your other 

important financial goals. 

 

Take the decision of choosing a business structure, for example. Sole proprietorships, 

partnerships, S or C Corporations, and LLCs or LLPs have different income tax requirements 

and tax calculations. New laws might prompt you to consider changing from one business 

structure to another to reduce your tax bite. While this could be a wise move, be sure to consider 

nontax issues as well, such as how a new business structure will affect your ability to shield your 

personal assets from business creditors, take deductions for fringe benefits, and pass the business 

to your heirs. 

 

In other words, donôt let the ñtax tail wag the business dog.ò  Here are a few other tips to 

consider: 

 

¶ Keep up on the basics of new tax lawsðnewspapers, magazines and online sources 

provide a wealth of information. 

¶ Expect your financial planner and/or accountant to alert you to tax planning opportunities 

presented by changing laws and regulations. 

¶ Utilize a certified public accountant (CPA) or other professional tax preparer. 

¶ Look for areas in your business that present tax savings opportunities, such as  

o saving in your company retirement account, 

o timing income and expenses, and  



 

o using charitable gifting strategies. 

¶ Be cautious about basing tax planning too heavily on what you think future tax laws 

might be. The laws may never materialize. 

 

Ultimately, tax planning is less a goal in itself than a means to help achieve your other business 

and personal goals. Saving taxes should complement, not dominate, your financial life. Your 

wealth management plan is designed to take advantage of legal tax relief at every opportunity. 

 

 

QUALIFIED RETIREMENT PLANS 
 

ñToo complicated and too expensive.ò Thatôs the response planners often hear from small 

business owners on the subject of company retirement plans. The good news is that you have 

better options today than you may realize. And the reality is most business owners cannot afford 

not to establish a retirement plan, for a couple of reasons. Even if you assume that youôll easily 

sell your business when you retire and live on the proceeds, itôs risky to assume that things will 

work out that way.  Qualified retirement plans may also give you and your business some 

significant tax breaks. 

 

The type of retirement plan you choose for your business depends on many factors: 

¶ business structure 

¶ number of employees  

¶ relative difficulty of attracting and retaining qualified workers 

¶ whether or not you wish to help employees save for retirement 

¶ how long you have before your own retirement 

¶ how much you currently have saved for retirement 

¶ your tax situation 

¶ how much money youôll need to support the retirement you envision 

 

These days, many types of plans are available to small business owners: 

¶ traditional defined benefit pension plans 

¶ 401(k) plans (including the new ñsolo Kò plans) 

¶ profit-sharing plans 

o new comparability profit sharing 

¶ Simplified Employee Pension Plans (SEP)  

¶ Savings Incentive Match Plan for Employees (SIMPLE) 

 

Your financial planner can help you analyze the options to determine which plan is best for 

your situation. For example, a 401(k) plan may cost more to administer than a SEP or SIMPLE, 

but it also provides more liability protection for the ownerôs assets. A SEP is easy and 

inexpensive to establish and maintain, but owners must fund contributions for eligible employees 

at the same rate they fund their own accounts. In contrast, employees are responsible for funding 

their SIMPLE accounts, but the owner must match employee contributions up to 3 percent of the 

employeeôs pay or contribute up to 2 percent for every eligible employee. 

 

The attached retirement plan analysis contains specific recommendations for 
qualified plan arrangements that may be suitable for your business. 
 



 

 

 

EXECUTIVE COMPENSATION STRUCTURE 
 

Unlike traditional qualified retirement plans (401(k), SEP, etc.), executive compensation plans 

do not discriminate against highly compensated owners or key employees.  In fact, executive 

benefit plans are chosen because they can legally discriminate in favor of highly compensated 

individuals. These benefits have one purpose in mind:  to help owners replace opportunities they 

and key, critical employees lose due to government regulation and other benefit limitations 

imposed by qualified retirement plans. 

 

Executive compensation plans provide a legal means for employers to discriminate in favor of 

owners and highly compensated staff, particularly when these individuals are ñmaxed outò with 

respect to qualified plan contribution limits. These plans enable employers to pay sizeable 

bonuses to the highly skilled, highly compensated people who contribute the most to your 

companyôs success.  Contributions can be made without regard to ownership, rank, or income. 

Benefits may be structured for immediate use or deferred until later as part of a deferred 

compensation arrangement. 

 

Caps on qualified plans are restrictive.  ERISA contribution limits and anti-discrimination rules 

clearly do not favor highly compensated employees and owners. A nonqualified executive 

benefit plan lets highly compensated employees accumulate substantial and meaningful benefits 

that are otherwise impossible to amass under the restrictive rules that govern qualified plans.  

 

Every business is different. Therefore, executive compensation plans must be tailored to fit 

individual business goals and concerns. Your wealth plan advisor will work closely with you to: 

 

¶ Determine the types of executive compensation plans that may work best in your 

situation 

¶ Select a strategy that is a good fit and that will help meet your objectives 

 

The attached executive compensation analysis contains specific 
recommendations for non-qualified executive bonus arrangements that may be 
suitable for your business. 
 

 

 

CONTINGENCY PLANS 
 

Another critical aspect of financial planning and your small business is managing and preparing 

for all the things that might go wrong. Insurance -- what kind, how much and at what cost ï is 

one strategy for overcoming adversity. The following are a few considerations to keep in mind: 

 

¶ Cash reserves.  As with personal finances, it is advisable for a business to hold in reserve 

3 to 6 months of ordinary expenses as a buffer against difficult markets or unexpected 

expenses. 

¶ Buy-Sell Agreement Funding. Having a properly executed buy-sell agreement in place 

does little good if funds are not available to support it.  



 

¶ Liability insurance . The type of liability insurance you need depends on the industry 

youôre in, and liability laws are constantly changing.   

¶ Property insurance. Review your coverage to make sure it reflects recent building 

improvements or additional property. Determine if the coverage will rebuild or repair 

according to current building codes, and if it will cover replacement costs at current 

prices, or only at a set limit or depreciated value. Also learn what kind of disasters your 

insurance willðand will notðcover. Consider whether inventory coverage is appropriate 

for your situation. 

¶ Business interruption insurance. This insurance covers lost income and overhead 

expenses when a business must temporarily close its doors due to a covered disaster. 

¶ Life and disability insurance. Businesses frequently provide this coverage to employees 

as a fringe benefit. Small business owners also may need life and disability insurance for 

business purposes, such as collateral for a loan, to fund a business succession plan or to 

mitigate the loss of a key person. 

¶ Workersô compensation insurance. If a business employs three or more people, the 

company must provide workersô compensation insurance. 

¶ Health insurance. Health insurance premiums have become a major expense for 

business owners, but there are ways to keep costs under control and still offer this 

important benefit to your employees (and yourself). One example: Establish a less 

expensive, high-deductible health plan and supplement the plan with a tax-advantaged 

health savings account (HSA). An employeeôs contributions to an HSA are tax 

deductible, and tax-free distributions can be used to pay for current medical expenses or 

save for future health insurance premiums. 

 

The attached risk analysis contains a review of risk management strategies 
currently in place for your business, as well as recommended changes or 
updates that may be needed. 
 
 
BUSINESS SUCCESSION STRATEGY 
 

Estate planning ð and more specifically, business succession planning ð is essential for anyone 

who owns a small business because typically the business is the largest asset in the ownerôs 

estate. This is not just a tax issue. Without business succession planning, itôs unlikely that your 

business will survive to the next generation or sell for its true value. This assumes, of course, that 

succession or sale is a goal. 

 

Here are six business succession planning mistakes to avoid: 

 

¶ Waiting too long to plan. An ideal succession plan requires laying the groundwork 

over many yearsðsome experts recommend planning your exit strategy from the day you 

start the business. How you want to exit the business tomorrow strongly influences how 

you structure and operate the business today. 

¶ Assuming the children will take over the business. Talk to your children to 

determine what they really want. Learn their desires as soon as possible in order to pursue 



 

other avenues if necessary, such as selling to an employee or partner or finding an outside 

buyer. 

¶ Dividing the business equally among heirs. Equitable doesnôt have to mean 

equal, and in the case of a business, establishing an equal partnership among heirs can be 

a recipe for disaster. As an alternative, determine which child has the talent and genuine 

desire to run your business, and plan a way to leave your other children nonbusiness 

assets, such as proceeds from life insurance. 

¶ Overlooking the possibility of a disability. Most business succession plans address 

the ownerôs retirement or premature death, but may overlook the possibility that the 

business owner could become disabled and no longer able to run the business. A good 

succession plan addresses this possibility. 

¶ Failing to fund the succession plan. If your plan is to sell your business to a family 

member, partner, employee or outside buyer at your death, disability or retirement, how 

will they come up with the funds to purchase the business? Loans and cash are two 

options, but also analyze the pros and cons of using life and disability buyout insurance to 

fund a succession plan. 

¶ Planning alone. Business succession planning is complicated. The tax issues alone 

should send you to an expert for advice. In addition, consider working with an outside 

expert who can lead family meetings and ease family conflicts by providing a 

knowledgeable, objective perspective. 

The attached business succession analysis contains a review of succession 
strategies currently in place for your business, as well as recommended options 
you may wish to consider. 
 

  



 

KEY BUSINESS PERFORMANCE METRICS 
 

 
 
 
 
CURRENT RATIO:  1.85   within desired range 
QUICK RATIO:   1.22   within desired range 
 
TOTAL DEBT RATIO:  0.69   within desired range 
PROFIT MARGIN:  11.31%  compare with peers 
 
SALES GROWTH:  5.00%   review year-over-year trend 
EXPENSE GROWTH:  5.00%   review year-over-year trend 
 
%GROSS PROFIT MARGIN: 55.99% 
BREAK-EVEN SALES:  $262,447 
  



 

 

 
  



 

 

 

 

 

 
Lifetime Income Overview 

 

Before reviewing the technical details of 

the financial plan that follows, some 

general explanations are helpful.  Keep in 

mind, the word ñretirementò may have a 

variety of connotations, so we describe 

retirement as a state of desired financial 

independence, and leave it up to you to 

define the lifestyle your finances will 

support. 
 

The plan that follows is a year-by-year comparison of money being spent versus money being 

generated. You tell us, through the discovery process, how much you'd like to spend annually. 

We will make adjustments for inflation, taxes, and anticipated expenses along the way. This is 

then compared to how much money your investments, and other sources of income, can likely 

generate. 

 

If you spend less than your investments are making, your balance of capital will increase over 

time. This means you can usually spend more than originally thought, thereby being able to 

increase your standard of living, passing more to heirs, or gifting more than projected.  

 

If you spend more than your investments are making, then you'll be spending investment 

principal, and your balance of capital will decline. If the decline is serious enough, you will run 

out of money before you pass away. This is called superannuitization, and is the most common 

scenario we want to help you avoid. 

 

Both scenarios (not spending enough and running out of money) are usually undesirable, so this 

plan will help find the middle ground you can be comfortable with. This middle ground is always 

changing, so it's important to update your financial plan annually. 

 

Other important uses for the lifetime income plan are to show you: 

 

¶ When you can retire and the effects of or waiting, or retiring a few years early. 

o How your decision to take Social Security retirement benefits early or later can 

influence your retirement income for life. 

¶ How much you can spend every year, assuming taxes and various cost of living inflation 

rates. 

¶ How much more you'll need to save/invest if you're short in reaching your goals. 

¶ What average investment rate of return is needed to reach your goals. This sets the tone 

for how much risk you can, or need to take, to reach your goals. If you can reach your 
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goals with a portfolio of bonds paying 6%, then you would sleep very well knowing you 

are not taking much risk. 

¶ How major expenditures (i.e., college for children, nursing homes, expensive vacations, 

vehicle replacements, etc.) in addition to your basic income goal, may affect your plans 

over time. 

¶ How home downsizing, inheritances, or other significant future cash flows may affect 

your plans. 

¶ The effects of IRS qualified plan required minimum distributions that you may have to 

start taking at age 70½. If your goals include having a certain amount of money left over 

when youôre a certain age, this may make a big difference.  

¶ How much money you'll have at the end of every year.  

¶ How investment portfolio construction and rebalancing may affect your plans over time. 

 

 
PRECISION 
 

Since we are using assumptions and computers to estimate the future, we need to point out some 

limitations of the retirement plan: 

 

¶ No one knows what the future holds. Most of what financial advisors do and say are just 

educated guesses. Economics is both a dismal and an inexact science (it's more of an art 

really).  

¶ Nobody knows what your expenses will actually be.  

¶ Inflation, taxes, and investment rates of return can't be predicted or guaranteed, and will 

not be constant.  

¶ Computer generated projections are only extrapolations, not predictions.  

¶ Social Security and Medicare benefits may be change over time.  

¶ Anything that's not taken into account in the retirement plan may affect the results 

drastically. 

 

The main goal in the retirement plan is to spot trends based on various data input. If the trend is 

bad, then it's best to know as soon as possible rather than to find out after you commit to 

retirement. Because of the "time value of money," the sooner you can get an idea of what your 

retirement may look like, the better your chances are of avoiding unpleasant surprises. This is 

because the more time you have to prepare, the better the chances are of reaching your goals. 

This is due mostly to the fact that one's ability, and willingness, to work to earn money diminish 

over time. 

 

 



 

SOCIAL SECURITY 
 

Although it is easy to assume that Social Security retirement 

benefits may not play a significant role in your retirement 

income, it is important not to overlook this valuable resource. 

After all, you (and/or your spouse) have paid into this system 

for years. As a guaranteed income stream you cannot outlive, 

you should take maximum advantage of your investment into 

this program, just as you would with any other asset.   

 

Social Security was established in 1935 on the heels of the Great Depression. Intended to be a 

self-sustaining program, it collects payroll taxes from workers (currently 4.2% of income up to 

$106,800) and their employers (who also contribute 6.2% of earnings). Note:  at the time of this 

writing, Congress approved a temporary reduction in employee contributions, from 6.2% of 

earnings down to 4.2% 

 

Unlike other retirement income sources, Social Security provides a unique set of benefits: 

¶ Guaranteed income for life. Once you qualify for Social Security benefits, they pay you 

for the rest of your life. Although changes are under way for future generations, it is 

highly improbable that benefits for current retirees will be cut. 

¶ Inflation -adjusted income. Benefits are increased each year based on increases in the 

Consumer Price Index (CPI). These valuable cost of living adjustments can help retirees 

stave off the erosive effects of inflation.  

¶ Survivor benefits.  While it is true that payments from Social Security cease upon death, 

surviving spouses and dependent children may receive survivor benefits. 

¶ Ex-spouse benefits.   If you were married for at least 10 years, but are now divorced and 

have not remarried, you may be eligible to receive spousal benefits based on your former 

spouseôs work record.  

 

Although it may be tempting to apply for Social Security benefits at the earliest age possible, this 

can have long-term negative effects upon your cash flow during retirement. Coordination of 

spousal benefits (including ex-spouses!) is also extremely important. Since the decision of when 

to begin taking benefits is largely irrevocable, it pays to know what all of your options are before 

making this decision.  

 

Your detailed financial analysis and plan include specific recommendations 
regarding your decision of when and how to apply for Social Security retirement 
benefits.  



 

WHAT YOU CAN DO IF THE REPORT SHOWS YOU'LL RUN OUT OF MONEY 
 

If your report indicates you may run out of funding before achieving all of your goals, then 

you're probably curious what it would take to solve this problem. Here is a list of the most 

common techniques used: 

 

 

<  Sample report only.  Specific recommendations and action strategies are 
included in your personalized wealth management plan. > 
 
 
 

 
  



 

 

 

 

 
  



 

 

 

 
 

 

 

 

 

 



 

< Sample projections from planning software > 
 
Using a wide variety of tools, we can explore several scenarios and possible outcomes to help 

you produce the financial environment most favorable to maintaining your desired lifestyle and 

achieving your short and long term goals. 

 

 
 

  


