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Common Estate Planning Pitfalls and Solutions

The death of a parent often leaves children, regardless of age, in a vulnerable position, both
emotionally and financially. That being said, thoughtful estate planning can safeguard your
children’'s interests and protect their futures.

Without a doubt, it is recommended to consult an experienced estate planning attorney to draft
a full set of estate planning documents (including a will, trust, guardianship if appropriate, etc.).
While those documents are common and crucial, there are additional estate planning techniques
that can help protect your children after your passing.

First, I'll introduce achievement-based distributions, which provide financial incentives for minors
and young adults to reach specific milestones and attain significant life goals. Next, I'll discuss
strategies to safeguard the financial well-being of adult children who may lack money
management skills. Lastly, we’ll delve into effective estate planning techniques for blended
families, which help ensure fair treatment for all involved.

By evaluating these approaches and incorporating them into a larger estate plan, parents can
create a legacy that supports and protects their children.

1. Utilize Achievement-Based Distributions for Minors and Young

Adults
Achievement-based distributions offer a more  linking financial incentives to tangible
dynamic and motivating approach to estate  achievements, parents can inspire their

children to pursue educational, professional,
and personal accomplishments.

planning for minors and young adults
compared to age-based distributions. While
age-based distributions provide financial

support at predetermined ages (e.g. a Additionally, achievement-based distributions

$500,000 distribution at 25 years old, another
$750,000 at 30 years old, etc.), they fail to
account for individual progress and personal
development. Achievement-based
distributions on the other hand, are tied to
specific milestones such as graduating from
college, securing a first job, or purchasing a
home. This approach encourages children to
achieve significant life goals, fostering a sense
of responsibility and accomplishment that is
often absent in age-based plans. By
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provide a tailored approach that aligns with the
unique circumstances and ambitions of each
child. Age-based distributions apply a one-
size-fits-all model, assuming that every child
reaches maturity and financial responsibility at
the same pace. However, as we all know,
children develop at different rates and have
diverse  aspirations.  Achievement-based
distributions recognize these differences,
offering financial support when it is most
relevant and beneficial to each individual's
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journey. This method can help mitigate the risk
of prematurely providing large sums of money
to young adults who may not yet be equipped
to manage it wisely, thus reducing the
potential for financial mismanagement.

Furthermore, achievement-based
distributions can instill valuable life skills and
work ethic in minors and young adults. When
financial rewards are contingent upon
reaching specific milestones, children learn
the importance of setting and achieving goals.
This not only prepares them for the
responsibilities of adulthood but also builds a

Age Based Distributions

Parent’s Estate

$10,000,000

Child’s 25 Birthday
$5,000,000

Child’s 215 Birthday
$5,000,000

Professional
Goal

strong foundation of financial literacy and
discipline. In contrast, age-based distributions
can inadvertently promote a sense of
entittement, as children receive funds
regardless of their efforts or accomplishments.
By emphasizing achievements over age,
parents can encourage their children to
develop the habits and skills necessary for
long-term success.

Achievement Based

Parent’s Estate
$10,000,000

Receive

Receive
$5,000,000

Source: OPCM

2. Safeguard Adult Children Who Aren’t Great with Money

Safeguarding the financial well-being of adult
children who lack money management skills
requires thoughtful and strategic estate
planning. Here are two impactful ways to help
a beneficiary that struggles with financial
discipline and avoid leaving them with a lump
sum inheritance:

#1. Spendthrift provisions in a trust are
designed to protect both the trust assets and
the beneficiaries from poor financial decision-
making and external creditors. These
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provisions restrict a beneficiary’s ability to
transfer or pledge their interest in the trust as
collateral for loans, effectively protecting the
assets from being squandered or seized to
satisfy debts. A spendthrift trust is created for
the benefit of a person (child) yet gives an
independent trustee (other adult who acts as
a gatekeeper) full authority to incrementally
disburse the trust funds over time to the
beneficiary. This arrangement ensures that
the beneficiaries receive financial support in a
controlled and responsible manner,

PAGE 2



preventing impulsive  or irresponsible
spending that could deplete the inheritance
prematurely.

The benefits of spendthrift provisions are
multifaceted. Firstly, these provisions provide
a layer of financial security by ensuring that
the inherited funds are used for their intended
purposes, such as education, housing, and
healthcare. Beneficiaries are protected from
the risk of losing their inheritance to creditors
or through poor financial choices. Secondly,
spendthrift provisions can promote long-term
financial stability by distributing funds
incrementally or based on specific conditions,
such as reaching certain milestones or
demonstrating financial responsibility. This
gradual and conditional distribution helps
beneficiaries develop better money
management skills over time, making sure that
the inheritance supports their needs
throughout their lives rather than being quickly
depleted. Overall, spendthrift provisions offer
a structured approach to a child’s inheritance,

with
and

combining financial
opportunities  for
responsibility.

protection
personal growth

#2: Require financial education and
ongoing support are crucial components of
protecting an inheritance for adult children
with poor money management skills. Parents
can include provisions in their estate plan for
beneficiaries to receive financial counseling or
to work with a financial advisor. This
professional guidance can help beneficiaries
develop  budgeting  skills, understand
investment principles, and plan for their
financial future. By incorporating education
and support into the estate plan, parents can
equip their children with the knowledge and
tools needed to manage their inheritance
wisely. This proactive approach not only
protects the financial assets but also
empowers the beneficiaries to achieve greater
financial independence and security.

3. Strategies for Blended Families to Ensure Fairness & Preserve

a Parent’s Wishes

An attorney friend of mine said years ago,
“You can do anything you want with a trust...
You just need to tell us [attorneys] what you
want.” | believe this quote is especially
applicable to estate planning strategies for the
complex needs and wishes of blended
families.

To start, it often means asking yourself, and
discussing with your spouse, difficult
guestions such as:

e How do you want your assets divided
between your new spouse, children,
and stepchildren?

o Do stepchildren receive the
same inheritance as your
biological children?
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e What happens to your assets if your
spouse remarries after you die?

¢ Should your children inherit your assets
after you die or not until both you and
your spouse die?

e Should your home go to your children
or your spouse?

e And many more...

Regardless of how much you love and trust
your spouse, it's essential to have a well-
thought-out plan in place to avoid contention
between family members after you pass.
Rather than a sign of mistrust, an estate plan
is a means of protecting all of your loved ones,
so your family can remain on good terms after
your death.
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Once you and your spouse have talked distribution, the roles and responsibilities of
through these questions with an estate trustees, and the specific provisions for each
planning attorney, clear and precise beneficiary. This clarity, along with
communication in the estate planning communication with your family, helps prevent
documents and with your family is crucial. misunderstandings and legal challenges that
Detailed wills and trust documents should might arise from ambiguous or incomplete
explicitly outline the intentions for asset instructions.

In conclusion, these three estate planning technigues—achievement-based distributions,
safeguarding adult children who lack money management skills, and strategies to promote
fairness in blended families—when coupled with a thoughtful estate plan, can help parents
create a robust legacy that supports your children's financial well-being and establishes your
personal wishes long after you are gone.

Disclosures: Certified Financial Planner Board of Standards Inc. owns the certification marks CFP®, CERTIFIED FINANCIAL PLANNER™ and
federally registered CFP (with flame design) in the U.S., which it awards to individuals who successfully complete CFP Board’s initial and ongoing
certification requirements.

The opinions expressed herein are strictly those of Osborne Partners Capital Management, LLC (“OPCM”). None of the data presented herein
constitutes a recommendation or solicitation to invest in any particular investment strategy and should not be relied upon in making an investment
decision. There is no guarantee that the investment strategies presented herein will work under all market conditions and investors should
evaluate their ability to invest for the long-term. Each investor should select asset classes for investment based on their own goals, time horizon
and risk tolerance. The information contained in this brochure is for informational purposes only and should not be deemed investment advice.
Past performance is not indicative of future results. Inherent in any investment is the possibility of loss. Osborne Partners does not provide tax
or legal advice. This presentation is meant to be an introduction to the topic and is not a comprehensive review or analysis of your unique
situation. These materials are not a substitute for consulting with your legal and/or financial professional(s) in a one-on-one context whereby all
the facts of your situation can be considered in their entirety.
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