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Concepts
Estate planning is the process by which arrangement is made for the proper use, conservation, and ultimate distribution of one’s assets.  A good estate plan should provide for the wise utilization of a person’s property while life continues, and for the orderly distribution of the estate, in accordance with the owner’s wishes and family needs at the time of death.

In some countries, the term estate refers to that mass of property that a person leaves behind upon his or her death.  Thus, estate planning in these places has become associated with helping a person determine how much property he intends to have at the time he dies.  From this perspective, people who have substantial property are motivated to plan for their distribution while they are alive primarily for the purpose of shrinking the estate so that the heirs might be spared from paying huge transfer fees and/or taxes on it.  Here, the welfare of family members becomes only incidental or secondary.
Estate Planning for the Christian

For the Christian, the estate planning process goes beyond taking advantage of legal tools and schemes to ensure that the estate is not unnecessarily diminished by taxes, fees and charges.  As God’s steward, the Christian is accountable to the Lord for His property.  Hence, while living, he or she must use God’s property wisely, and consider it his or her duty to plan who these assets should go to upon death, in keeping with good stewardship principle and practice.    

When dealing with God’s property as a sacred trust, the Christian must view estate planning as a spiritual experience.  It is a process that must be approached prayerfully and with much counsel from those who not only have the necessary technical expertise but also possess “…experience in the truth and knowledge of the divine will.” Counsels on Stewardship, p. 330.

Goals of Estate Planning
With a thoughtful estate plan, a person can, in addition to saving on estate taxes and transfer fees and charges, achieve the following goals:

1. Make provision for children. Parents desire their children to be financially provided for and looked after in a sensible and flexible way.  A good estate plan can remove some restrictions placed on how assets should be utilized so that the children can benefit from them.
2. Appoint guardians. Minor children do not have the civil capacity to do certain legal acts like accepting a gift, receiving insurance proceeds or entering into a contract.  Guardians for their person and property are needed to ensure they are properly assisted and attended to.

3. Protect Dependents.  A person can have some dependents who may lose out if there is no estate plan.  They might include the spouse and/or any other relative outside the immediate family but who might be living with the person.
4. Make gifts and legacies.  This is one function of an estate plan for a believer in God, or a person with a philanthropic heart. With an estate plan, he or she can leave gifts of money, appreciated assets or items to his or her church and/or charities.

Most Important Aspects

It is worthwhile to emphasize that the most important aspects of an estate plan is the human aspect manifested as follows in their order of importance:

1. Providing for one’s own needs and security including retirement

2. Providing for members of the family and other relatives

3. Planning for special family needs and situations

4. Providing for other people directly or through charitable organizations

5. Providing for the cause of God

For someone who believes in Christian stewardship, the order of priority is reversed.

The Bigger Picture of Financial Planning
Financial planning is the process by which a person’s financial affairs are arranged and assets are utilized so as to meet financial goals and provide for lifetime needs.
A good estate plan is part of and should be founded on a good financial plan.  Good financial planning can result in generating a significant estate at the end of the life of a person, and this means increase in the value thereof. This may have consequences in tax and other payments when the estate is distributed. 
The assistance and counsel of professional financial planners should be obtained whenever necessary.

Lifetime Needs and Objectives
Some of the common lifetime needs and objectives which require financial planning, and should be provided for in an estate plan, are the following:

1. Children’s education.  The plan to finance this need should be developed as early as possible, and funds for this purpose may come from careful use of savings and investments.
2. Medical care.  An adequate medical and hospitalization insurance and an emergency fund should be obtained as the rising cost of medical care and hospitalization, especially in cases of catastrophic illness that have become more prevalent in recent years, is a continuing concern.
3. Disability income.  This should be considered when planning for the future as the loss of income because of disability could result in the “distress” liquidation of assets.
4. Retirement income.  Drastic lifestyle changes in the retirement years require planning for adequate income for that time through use of pension plans, government retirement, annuities, deferred compensation plans, and others.
5. Risk management.  A person is always exposed to risks and liabilities which could result in a diminishing estate.  Adequate insurance coverage should be obtained for the home, other real property, and valuable personal property to protect from potential liability to third parties and from loss or deterioration.  
Stages of the Estate Planning Process
The estate planning process has three main stages:
1. The acquisition of assets (which includes accumulation),
2. The wise management and investment of those assets, and

3. The planning for the careful distribution of those assets, now – and in the future.

Generally in practice, the first stage takes 40 years, the second stage 20 years, and the third and last stage a few days.  The last stage, regardless of the small amount of time needed to do it, is of great consequence as the first two.  But sadly, it is here that many, including church members who are faithful financial supporters of God’s work, are uninformed or have little knowledge of, and thus fall short of the diligence required of stewards.  

Investment of Assets

An investment plan is devised to meet a person’s financial objectives and lifetime needs, and made within the context of his or her resources, risk tolerance and economic environment.

While we are not to give investment advice, it is often helpful to learn some fundamental realities on investment like:

1) Liquidity.  This is the ability to readily convert an investment into cash without losing on the principal invested.  Funds which might be required for immediate use should be placed in highly liquid investments.
2) Marketability.  This is the degree to which an investment may be traded.  Some investment vehicles, while they promise an excellent return, do not have a market where they can easily be exchanged or sold.  Real estate, for example, may require an extended period of time in order to be sold.

3) Risks. This refers to hazards that reduce or wipe away an investment.  While investments should match one’s financial objectives, it is should also be made certain that there is a relative degree of safety in the investment vehicle involved.
4) Economic Environment.  This pertains to certain economic trends and times like inflation and recession that affect the growth of investment.  During inflation – when currency unduly increases due, for one, to its over issue, assets—such  as real estate which value goes up with the rate of inflation—may be acquired. On the other hand, during recession—when the cost of money is extraordinarily low—assets such as the common stock of firms which will benefit from expansionary monetary and fiscal policies may be considered as investments.  
5) Period or Term of Investment. Long-term investments in firms that are able to sustain growth are to be preferred in a period of sustained economic growth.
A successful investment strategy must be based on accurate anticipation of economic trends.  Thus, it is very important that the guidance of experts in investment planning be obtained.
Planning for Transfer After Death
Much of estate planning deals with the disposition of a person’s assets after death.  Every person has some kind of an estate plan. It is either one that is “planned” when he or she dies testate (or with a will that reflects his or her wishes), or one that is “not planned” (where his or her wishes are left unknown). Even if there is no plan, the property will be distributed according to the provisions of the intestacy laws of the country he or she is resident of.

The estate plan is only as good as the facts upon which it is based.  Thus, obtaining accurate information on the checklist or information sheet is a critical stage of planning.

Two categories of data are beneficial: 

First, the personal information about the estate owner, the spouse, children, and other beneficiaries should be obtained.  The name, address, date of birth, marital status, occupation, health, general financial status, financial management ability, etc., should be included.

Second, the person’s assets and liabilities should be listed.  Bank accounts, securities, real estate, business interests, significant tangible personal property, retirement benefits, life insurance (and ownership of the policy), and liabilities should be listed.

It is also important to obtain information regarding each spouse’s ownership in property.

Ascertaining a person’s death-transfer objectives is a critical step in the estate planning process.

1. Planning for the Spouse.  Several questions need to be addressed for this part:

A. What are the financial needs of the spouse compared to the needs of other beneficiaries?

B. What is the degree of love and affection for the spouse?

C. What is the possibility of the surviving spouse remarrying?  
D. Will the spouse care for the children’s needs?

E. What is the financial ability and experience of the spouse?

F. Which of the spouses should decide the eventual disposition of the assets?
2. Planning for the Children.  The following questions will be helpful:

A. What are the ages of the children? Are some or all minors?

B. What portion of the estate should go to the children in preference to other beneficiaries?

C. Should all the children receive equal shares or are there children with special needs or problems?

D. Should the children’s share be placed in trust or be distributed outright?

E. Should the children’s share be distributed while the surviving spouse is still living or after both parents die?

F. Should grandchildren receive a deceased child’s share?

G. Who should be the legal guardian of minor children?

3. Planning for Other Individual Beneficiaries.  The following questions will be helpful in determining whether gifts should be made to other individuals:

A. Should gifts be made directly to grandchildren?

B. Are there any individuals who require continuing support (i.e., special needs persons, parents, aunts, uncles, etc.)?

C. Are there other individuals who are dependent and who need to be remembered?

D. Who are the contingent beneficiaries if the spouse and children do not survive?

4. Planning for Charitable Beneficiaries.  Many Christians intend to leave a substantial portion of their estate for us in the Lord’s work by gifts to the local church, the church school, the local conference, the world church, and other special church programs and institutions.  This is not possible without a will or other estate planning documents.  The following questions are helpful:

A. What portion of the estate should be left to charity?

B. Of the charitable portion, how much should go to the church?

C. Which unit, institution or organization of the church should receive a gift?

D. Should the charitable gift be restricted to a specific purpose?

E. Should lifetime gifts to charity be considered?

Developing an Estate Plan
Of the many things to think about in developing an estate plan, below are the essentials questions the individual must ask himself or herself:

1. What assets do I own?
a. How do I own them? (Solely? Or, jointly with my spouse?)
b. Where are those assets located? (In or outside the country of residence?) 
c. What are they made up of (real estate? stocks?)?
2. What are my primary lifetime goals and objectives with the use of those assets?
3. Where do I want my assets to go when I am finished with them?
Major Estate Planning Tools

Once the individual has answered the above three basic questions, he or she will hen want to consider the best ways to transfer those assets to others by means of any or a combination of the following so-called tools of estate planning: 
1) Outright gifts. They are otherwise called Lifetime gifts, or Donations inter vivos.
2) Wills

3) Other gift plans
These modes of transferring property are dealt with in other chapters of this Manual. 



4. ESTATE PLANNING








PAGE  
4-6
Chapter 4. Estate Planning


