BMO Wealth Management

The 3 Cs you need
to help create an
A+ estate plan

Whether youre managing your family’s finances or running a business, success or failure often comes down
to one thing: planning.

As wealth managers, we get an up-close look at the positive impacts of estate and business planning for clients who want to protect their
families, build a lasting legacy, and leave something to their communities. While all wealth plans are intentional, there are a few key
considerations that make the difference between an effective and dynamic wealth plan and one that doesn’t work as well as it should.

The following three principles—comprehensive, coordinated, and calculated—when applied to estate, business, tax, and charitable planning,
could help you move closer to your short and long-term goals for life and legacy. Simply put, these three principles or “The Three Cs” can help

your wealth plan become a plan for life and beyond.

(D Comprehensive
Look at the big picture with comprehensive planning.

BMO Wealth Management advocates for a holistic approach to wealth
planning that considers the whole picture of your life. What does a
comprehensive wealth plan like this really consist of? Let’s look at
an example:

The Taylors' are a couple in their 40s with three young children and a
new sustainable manufacturing business. Their goals at this stage of
their lives are:

- Making their business a success

- Protecting the family’s lifestyle in case the business fails, or if one
of the business owners dies or becomes disabled

+ Education for their kids
- Building retirement savings

- Family health care
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If the family creates a basic will and a revocable trust, they may
believe their planning is complete. Wills and trusts are legal
documents which let you decide what happens to your home,
business, and other assets during your life and after you die.
However, to be fully comprehensive, wills and trusts should be
joined by ancillary documents. These might include powers of
attorney, healthcare directives or documents relating to managing
the business.

The family may also want to consider a business succession plan

for the business or a buy/sell agreement to achieve their goal of
preparing for unexpected events, or for ensuring their business’s
longevity. A business succession plan, in particular, could help the
family ensure the right person or team takes over their company when
the time comes, and that employees are protected. Lastly, a look at
retirement goals with a financial plan could help get their long-term
savings on track and make sure money is set aside for emergencies.

Key takeaway: Comprehensive planning means being thorough and
creating a plan that covers all the aspects of your financial life—personal,
business, and charitable. The more comprehensive a plan is, the more
likely it is to be effective throughout your lifetime and beyond.

Continued



(@ Coordinated

Ensure coordination between personal and
business planning.

Staying with the Taylor family and their new business in the example
noted earlier, let’s assume the Taylors have taken our advice and
gathered their personal and business documents as part of a more
comprehensive financial plan. They opted to form a limited liability
company (LLC) for some liability protection and to create an LLC
operating agreement for managing and operating the business.
This provided them with some protection with the added benefit
of maintaining their company as a separate legal entity from their
personal finances.

The Taylors set up a savings account and are designating it an
emergency fund for now and a retirement fund for later. On the
surface, their planning seems sensible. However, their estate
attorney drafted the personal financial documents, and their
business attorney drafted the LLC operating agreement.

The trust document that was drawn up leaves the business to the
three Taylor children equally upon their death, because the parents
see the business as an income legacy for the family. However, the
LLC operating agreement contains “first right of refusal” language
that allows another member of the company to buy out the estate
of a deceased member, a member with a disability or a retiring or
divorcing member. This means that the family’s estate plan and
business entity document may be in conflict with each other, and
the latter could obstruct the family’s goal to leave the business as a
legacy. This lack of coordination could also lead to unwanted wealth
transfer or tax implications.

Key takeaway: For financial planning to work as intended, all
advisors need to be aware of their client’s personal, business, and
charitable goals. A coordinated approach is therefore essential, as
is collaboration. Having a team of qualified advisors including a
financial advisor, estate planning attorney and CPA that all know
what the other is doing will likely produce the most efficient and
effective plan.

Simply put, these three principles or “The Three (s”
can help your wealth plan become a plan for life
and beyond.

Q) Calculated

Keep your financial roadmap current with accurate
calculations that reflect shifting challenges.

Even the most carefully thought-out wealth plan isn't worth much
when it is based on outdated financials or conditions that no longer
apply. An effective wealth plan should start with a snapshot of your
current financial condition and include an analysis of the efficient
ways to grow savings, while achieving necessary cash flow you'll need
for your lifestyle and goals. It can show where the financial ‘gaps’ are
at different stages of your life and the life of your business, and this
plan should change as your financial circumstances shift over time.

Calculated wealth planning is more about economic efficiency—
finding the risks of not achieving goals and filling the financial gaps
at each stage of life or business. The greatest risk the Taylors face
while growing their family business would be losing the business
owner. Even if the business had another partner and could continue
to operate, there would still be question marks over funding the
family’s lifestyle and the children’s education. With this economic
risk, the gap may be able to be filled with insurance.

But what if no one dies and the business becomes a huge success—

so much so that the family is now worth $10 million? They could self-
fund health care and send the children to college. The previous risks

are gone, but new risks arise.

The business may now be large enough to have employed many key
employees from the local area, and successful enough to be relied
on as an important community resource. The plan now shifts to
succession and protection of key employees as well as transitions
to family-member managers and, one day, family owners.

The growth of the company also creates tax risks should the original
owners die—which could even put the owners in a situation where
they'd need to sell the company at a discount in order to pay estate
taxes. Strategies that a wealth planner could use to tackle these
risks include employee benefit plans, tax mitigation strategies and
advanced personal planning such as gifting and other techniques to
reduce potential estate tax exposure.

Key takeaway: As a business matures, it will encounter new and
different risks that could manifest as planning gaps unless the plan
is reqularly updated. Calculating when, how and how much updating
is needed at each stage of your business’ lifecycle and your personal
life can help you get the right protection in place and reduce risk.
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What else could have an impact on Planning is the first step to success.

your ﬁnanCial plan? Committing to a wealth plan is the first step to success. With
respect to step one, going through the exercise of looking at your

finances from a big-picture perspective will help ensure that you're
not just managing your day-to-day expenses, but instead looking
strategically at what you want your hard-earned money to do for you

In general, when speaking with qualified financial advisors, be open
to discuss other important factors that could have an impact on your
estate planning:

» Customization. A plan should always be specific to your goals. and your family over the long term. As for step two, it's important
Cookie cutter plans may leave gaps you never even thought of. to convey any major life changes to your advisors, such as marriage,

- Collaboration. Having a team of experienced advisors including a divorce, births, deaths, home purchases, and business start-ups, so
financial advisor, estate planning attorney and CPA that all know that they can adjust your plan as your life evolves, and ensure it
what the other is doing will likely produce the most efficient and keeps you on track towards your goals.
effective plan. When your wealth plan follows the principles described above, you

- change. When change happens, don’t wait for an advisor to will have a powerful tool to help create a smooth and effective
call. Reach out to keep them informed about life events such as wealth transfer, a lasting legacy, and affirmation that your wishes
marriages, births, deaths, divorces, buying a house or starting a will be carried out.

business. This way your financial plan evolves as your life does.

When change
happens, don't wait
for an advisor to call.
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The Taylors are not an actual client but are being used as an example for illustrative purposes only.

“BMO Wealth Management” is a brand delivering investment management services, trust, deposit and loan products and services through BMO Bank N.A., a national bank
with trust powers; family office services and investment advisory services through BMO Family Office, LLC, an SEC-registered investment adviser; investment advisory services
through Stoker Ostler Wealth Advisors, Inc., an SEC-registered investment adviser; digital investment advisory and financial planning services through BMO Direct Invest Inc.,
an SECregistered investment adviser; and trust and investment management services through BMO Delaware Trust Company, a Delaware limited purpose trust company.
“BMO Family Office” is a brand name that refers to BMO Bank N.A., BMO Family Office, LLC, and BMO Delaware Trust Company. The BMO Family Office brand provides family
office, investment advisory, investment management, trust, banking, deposit and loan products and services. These entities are all affiliates and owned by BMO Financial
Corp., a wholly-owned subsidiary of the Bank of Montreal. BMO Delaware Trust Company operates only in Delaware, does not offer depository, financing, or other banking
products, and is not FDIC insured. You must be an existing customer of BMO Bank N.A. and enrolled in BMO Digital Banking to qualify for services from BMO Direct Invest Inc.
Not all products and services are available in every state and/or location. Family Office Services are not fiduciary services and are not subject to the Investment Advisers Act of
1940 or the rules promulgated thereunder. Investment products and services are: NOT A DEPOSIT - NOT INSURED BY THE FDIC OR ANY FEDERAL GOVERNMENT AGENCY - NOT
GUARANTEED BY ANY BANK - MAY LOSE VALUE. Capital Advisory Services are offered by a division of BMO Bank N.A. Member FDIC Equal Housing Lender NMLS #401052

The above article is for educational purposes only and should not be considered tax, legal, or investment advice. Please consult the appropriate professional regarding your
personal situation prior to making tax, legal, or investment decisions.

This information is being used to support the promotion or marketing of the planning strategies discussed herein. This information is not intended to be legal advice or tax
advice to any taxpayer and is not intended to be relied upon as such. BMO Bank N.A. and its affiliates do not provide legal advice or tax advice to clients. You should review
your particular circumstances with your independent legal and tax advisors.

Estate planning requires legal assistance which BMO Bank N.A. and its affiliates do not provide. Please consult with your legal advisor.
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