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Traditional estate planning is a death-driven process,
and that's a problem. Clients are naturally reluctant to
talk about two things they don't want to do - die and
“leave” or “give away” all their assets. Consequently, estate
planning attorneys and advisors would be wise to pivot
their focus from “leaving” assets to “succeeding” with
assets - directing assets to the right destination, at the
right time, for the right purpose.

Focusing cn death as the primary catalyst for wealth
transfer is counterintuitive and counterproductive since

it means estate planners can completely miss what their
clients want to achieve with their wealth. It is these goals-
driven intentions that advisors should attempt to uncover,
explore, shape and then implement.!

INHERENT PROBLEMS WITH DEATH-DRIVEN ESTATE PLANNING

Death-driven wealth planning was and is driven by the federal taxes im posed
at death rather than the natural intentions of the clients. For exam pie, most
happily married couples like the idea of jointly owned marital assets. This
predisposition is reflected in the law of community property states. However,
in common law states (without a community property statute) separate
spousal ownarship was often favored to assure full utilization of each SpoUse’s
unifled credit amount. In these states the simple two trust plan that created a
marital and family trust for each spause was not based on typical marital or
family intertions at all. The marital trust was designed to protect the marital
deduction, not necessarily the marital wishes of the spouse who may have
preferrad simple outright beguests. The “family trust” was not designed
around intentions and goals for the family. it was designed to protect the
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Over the last 70 vears or so
transfer taxes imposed at

death were a principal focus

of estata planning. The natural
unpopularity of the “death tax”
often created urgency for deoing
unwantad and expensive
planning. With the increasecd
possibiiity of federal estate tax
repeal with a new administration
and Congrass, it is more important
than ever 1o come up with a new
catalyst for estate planning. This
is a praciical problem and a
sigmificant ethical oppormunity.
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unified credit (applicable exciusion armou nt) of the first-to-die spouse. This
was probably why such trusts eventually were referred to as “by-pass” or
“credit shelter” trusts rather than “family” trusts.

In reality, the traditional estate plan hag had very little to do with properly
vetted dispositive client intent. There was very litile thought given to “how
much is encugh” or the timing of distributions to children (see sidebar).
Marny traditional estate plans ultimately divided and distributed assets to
the next generaticn in the same equal proportion that would have occurrad
if the parents had died intestate (i.e. without a will or trust), Often the only
real reflection of any client intent was the “discretio nary standards” for
distributions to minor children in the marital and family trusts. However,
instead of a benaficiary specific distribution standard, most trusts opted for
the default “health, education, maintanance and support” (HEMS) standard
dictated by the tax law. This HEMS standard often was beilerplate languaga
that provided no real insight into client intent.

But what happens as the tax rules and so-calied “traditional family” change?
How does an advisor efficiently and ethically determine genuine, non-tax
client intentions? And as litigation by disgruntled hairs increases, how do
attorneys and adviscrs best protect themselves?

Estate-planning practices have been traditio nally based on a transactional
model focusad on producing a lega! document. This model does ot
necassarily lend fself to building the necessary consultative relationship to
discover and implemenit a client’s non-tax wealth transfer objectives. The
American Bar Association’s Mode! Rules of Professional Conduct rules would
seem to suggest a different approach.?

The primary ethical concern of avery attorney representing a clientis “to
determine the client’s objective” and advise on how to best carry it out
pursuant to the law and circumstances presented. With a tax-centric
transactional approach, a real gap deveioped between what clients really
wanted and what 2071 century estate planning attorneys actually provided.

Arn age-old cuestion that

has plagued weslth transfer
planning is “how much is
enough?” That quastion has
often been answeared by the
Warren Buffet quote, “Enough
to de anything but not enough
to do nothing” Buttoo much
or not enough has no context
without a visualized purpose.
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WHAT CLIENTS REALLY WANT VERSUS WHAT THE TRADITIONAL ESTATE-PLANNING PROCESS PROVIDES...

- Wealty transfer is the core of estate
- planning. Yet it turns oUt the death focus
_ ;of wealth transfer i comp[etely mlsplaced
i because @veryone transfers wealth every

.day,mthreeways R -

'thlrd party mrsmanagement waste and taxes :

s --Contnbutson' oluntary ealth-tra' ferst" benefcwar:es
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A reguired prerequisite for measuring consumption is financial planning that
determines lifestyle cash flow based on rational predictions of investment
returns using Monte Carlo (Stochastic) models. Fortu nately, almost all
financial sarvice firms have the capability to llustrate cash flow outcomes

for "asset sufficiency”

A client attaining "assat sufficiency” will need a lifetime of careful tax planning
to make sure income generated by investments, employment and ingenuity
are not confiscated by taxes, waste or involuntary costs. Effective retirement
planning requires nimble income tax planning and asset protection,

Goals-driven estate planning starts after consumption has been quantified
and confiscation has been minimized. With everyone confident significant
wealth exists for transfer, the wealth owner has a new challenge. Potentially
harder than measuring consumption or rminimizing confiscation is contribution.
The difficulty of datermining what to do with axcess assat sufficiency can be
illustrated by most people’s general reluctance to make lifetime gifts even
with significant transfer tax savings.

We believe a primary reason why many affiuant clients fail to take advantage
of the lower effective rate for lifetime vs post-maortem gifts is that they have no
rationalized purpose for the gifts. If forced to give an explanation for wealth
transfers to children, relatives or friends mary would say that it is out of “love”
Advisors and attorneys often refer to potential beneficiaries as the client's
“loved ones” Interestingly one classic definition of fove actually requires a
definitive purpose (see sidebar). Getting clients to visualize the good will,
or the benefit, of the wealth transferred is the key concept for goals-driven
estate planning. With proper vision of wealth's potential impact it will be
much easler to formulate the correct timing and amount of any gift.

Howaver, the idea of client “values” becoming the new catalyst for estate
planning has flounderad because most commentators have not Lrderstood
that client values really are facades for their preferred virtues. In order to
advise and properly motivate clients to make “olanned gifts” to family or
charity, the planner must get them to understand the priority they place

on those virtues and determine if any can be extrapolated to others. Most
clients fear transferred wealth will be detrimental to the Ingividual or wasted
by an organization. It is this kind of thinking that often leads to “incantive”
provisions within a trust. Incentive provisions rarely accomplish the intended
purpose because non-econemic behavior is rarely motivated by money,
incentive provisions add detrimental complexity to the relationship between
the trustee and beneficiaries. And in some cases creates resentment for the
restrictions instead of gratitude for the gift.

Truth s, very few attorneys and advisors have a good working definition of
personal values, We believe that values are simply the qualities of action and
Interaction demonstrated by the daily pricrity of personal preferences. Values
become "virtues” to the extent there is universal agreemeant that the value

is a "good” thing for all human beings to have. Many entrepreneurial clients

[n cld English the words
‘charity” and “benevolence”
were often used interchangeably
with the word “love, especially
1o distinguish love of farmily,
friends and community

from romantic love, The
English word benavolence

is derived from either French
or Latin, In both languages

the word combines bene or
meaning "good” and “well” and
volentia, volens, volo meaning

“voluntary,” “volitional” “to will?

Literally benevolence meant to
"will the good.”

Within that idea of love as the
actof “willing the goed” is the
right question to ask about
wealth transfers. Simply; How
can [ bring what is gocd to

my benaficiaries? Or to use
Aristetle’s definition of human
goodness as virtue — how will
the wealth transfer add "virtue”
to the life of the recipient.
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have multiple values/virtues that relate to themselves, their business successes
and the way they see the world and others. They will often talk of personal Goals-driven estate planning
hard work, creativity, risk-taking, custormer ioyalty and product excellence. The starts after consumption has
goals-driven planner will get the entrepraneurial “his-stories or "her- stories”
that describe past success. The acvisor will then distill out the relevant values
and then virtues that characterize the client’s core goals and intentions, These
intenticns will form the baseline for creating and shaping the clients’ wealth
transfer decisions.

been guantified and confiscation
has been minimized.

Withaut goals-based estate planning, clients may have very weak motivations
te plan for wealth transfers. The unintended consequence of an unmotivated
clientis the atterney or advisor whe will be tempted to substitute default
thinking for genuine cliant intentions, This substitution can leave both the
clientand the attorney/advisor unsatisfied with the resulting plan. Clients nead
to know their raison d'stre and the role of their values in that, And attorneys
must become long-term counselors in the discovery and implementation of
this raison d'etre.

ViM AND VIGOR:
HOW TO MAKE GOALS-DRIVEN ESTATE PLANNING WORK FOR YOU

Becoming a wealth transfer "values” counselor means & shift from traditional
death and tax-based advice to helping a client discern and articulate their
Intentions. This value system will better reflect your client’s desires and
dreams for the use of the wealth by the recipient.

A potential solution Is to more robustly discover, discern, discuss, design and
then documnent a client’s wealth transfer intentions. These intentions can

be documentad In a statement of weaith transfer intent (SOWTI). This
document should be crafted to qualify as the material purpose for any trust
or deferred gift vehicle and integrated into all relevant dispositive documents.
Creating 2 SOWTI requires a profiling process that greatly exceeds what
many attorneys currently de. We call this heightened client interviewing process
"VIM (Vision, Intention and Metrics) and Vigor?

Vision: Discovering Where the Client Assigns Virtue

In general, a client must visualize four types of values to help them determine

the virtue (good will) behind their wealth transfer goals.

+ Internal values: How the recipient will bulld the internal competencies
necessary to help others in a meaningful way (.e. job, work, career).

+ Relational values: How the recipient will be able to enhance and improve their
closest human retationships through closeness, caring and companionship.

+ Social values: How the recigient will be able to enhance and Improve
thelr community, society and world.

- Spiritual values: How the recipients will increase their spiritual awareness,
faith, religion, cultivated commitment and/or personal passion for the
long-term transcendent good of all.

Wealth Management at Northern Trust 5
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Intention: Actuating Values through Wealth Decisions

Aclientwho can visualize their wealth's impact to accomplish an objectively
valuable result now has motivation vastly supericr to simply minimizing
taxes. This stage finalizes the decision to transfer weaith for the envisioned
purpose. The conversations necassary to uncover values-based dispositive
intent are unfamillar to mest clients and many attorneys. A starting point for
someone completely unfamiliar with this process would be the basic wealth
transfer values questionnaire (see Exhibit One) designed to begin eliciting the
goal-driven intentions of the client.

Metrics: Creating Funding For Gift Decisions

Theidea of probing clientintentions to create a dollar vajue around each gift
intention is a relatively new idea in family gift planning. The idea is taken from
the “planned giving” arena of philanthrepy. In the context of pianned giving the
donor often has a very specific idea of what the gift will be used for and how
much is needed to accomplish that purpose.

In goals-driven wealth transfer planning, extrapolating alternative expected
outcomes with actual dollar amounts is an effective way to determine the
approximate amount and timing of all wealth transfers designad to do “good? The
approximate dollar amounts then are referenced in a flexible way within the
SOWTI. Success, howeaver, is not measured by accuracy of the dollar armount itself
but by the probability that the amount will be sufficient to produce the outcomes
visualized by the client without producing aberrant results because of overfunding.
An attorney who stress-tests the client’s giftintent by suggesting a significantly
larger or smaller gift can uncover unexpressed hope and fear that will Increase
the prokability of a good outcome.

Mostimportant in developing metrics for the gift is to quantify generalized
notions of "support” In addition to the typical reference to current lifestyles,
the attorney should have examples and illustrations demonstrating the
underlying virtue being fundad by the gift.

Vigor = VIM Planning Discipline

The VIM process reguires vigorous professional, personal and practical
discipline in interviewing and profiling the prospective client. There’s inherent
tension in getting relevant stories from a client on an hourly billing clock. To
facilitate these conversations, consider fixed pricing methods and including
fee-based investment professionals, fiduciaries and consultants as well as
planned giving officers in your initial conversations.

Wealth Managemaent at Northern Trust
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PREPARING FOR CONVERSATIONS

To shift from information-gathering to sto ry-collecting, attorneys will nead to
reformulate opening dialogue with current and prospective clients. Use this
shift from traditional to goals-basad planning to help dients prepare fora
process that is different from the past. This initial dialogue will demonstrate
you envision a fong-term consulting relationship, not a short-term “custormer”
transaction. You can then move from being a transactional advisor to atruly
trusted advisor. With the cloak of attornay-client privilege as a pewerful cover,
clients are more likely to tail the truth, the whole truth, the "so-help-me-God” truth.

But how do you get themn talking about things they've never shared before?
In addition to sharing your changad view of estate planning you might also
share how other clients have benefitted from the goals-driven approach.
Successiul examples of how the specificity of visualized benefits resulted in
the discovery of unexpressed passions and virtuas will be especially effective.
Keep in mind that the goal of the initial engagement is to uncover what has
madie them overcome the natural reluctance to talk about death or iosing
control of their assets, Do not end the first meeting without specifically
commenting on their reason for setting up the appointment.

You may want to remind them estate planning is not about “losing” or
“leaving” money. It's about investing in something that will creats or add
to adefined “good?” Assign your dlients homework they will enjoy: Making
notes of the successes and challenges in their life that created their desire to
benefit others. Critical to this procass is to have a detailed visualization of the
intended good. Have them simply jot down notes rather than atternpt to write
a story. Allow clients to talk or write about themselves without impediments
of time or writing competence. Most of all, give them examples of what other
clients have written about their “intended good will” to their beneficiaries.

In a successful initial meeting, the client should be doing 80% of the talking —
about themselves. To de transformational listening you must have genuine
curiosity to learn from your dlient. You must believe you can understand them
so well that you can use your planning experiences to advance their thought
processes. Here are soma examples of what to ask:

+ How did they relate to their family and wealth growing up?

- If married, how did they meet thelr spouse? How have they stayed togethar?
+ What are the virtues and weaknesses of each potential beneficiary?

+ How has their atfitude toward wealth and success changed?

+ What do they believe you can accomplish for them on their behalf?
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“iapersonal 6 tamr[y m|55|on :
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APPLYING VIM AND VIGOR PROCESS TO CLASSIC CONFLICTS

Three situations give estate planners ethical difficulty:
- Reprasenting both spouses

+ Representing multiple generaticns within a famiiy

+ Representing & client with diminished capacity

Representing Both Spouses

Unfortunately, the age-old problem of reprasenting both spouses doesn't
9o away with goals-based planning. However, inquiring about each spouse’s
vision of beneficiary impact should uncever different opinions regarding
asset disposition during life and at death, Discovering thase differences with
indirect questions that invite stories rather than conflict is key.

When representing spouses under a dual representation agreement,
best practice has been to obtain both clienis’ informed consent in a
written engagement letter. This etter states the attorney cannot keep
secret any information disclosed by either spouse from the other. In dual
representations, spousal clients are giving up their right to individual loyalty,
advocacy and confidentiality that may be critical to carrying out their wealth
transfer intentions. Spouses can agrea to joint representation and waive a
conflict of interest. But if that conflict is “substantial” or “significant” the lawyer
may be precluded from joint representation in spite of the waiver, or may be
violating ethical mandates.

How does an attorney determine what is a “substantial” or “significant” conflict
of interest? When spouses first meet with the attorney they may not be fully
aware of all their legal rights to spousal property, especially rights to elective
shares or to each other’s estates. So 2 “substantal” or “significant” conflict
may not be uncovered until after meeting with the spouses. The Restaternent
Third of the Law Governing Lawyers §130 uses the words “substantial risk” of
conflict and gives an exampie of this risk in lllustration 2 of its comments.

The same facts in Nustration T[competent husbond and wife
coming in for estate planning advice] except that Lawyer hos nict
previously met the spouses. Spouse A does most of the talking in
the initial discussions with Lawyer. Spouse B, whe owns significantly
more property than Spouse A, appears to disagree with important
positions of Spouse A, but is uncomfortabie in expressing thet
disagreement and does not pursue thern when Spouse A appears
impatient and preemptory. Representation of both spouses would
involve a conffict of Interest. Lawyer may proceed to provide the
requested legal assistarice only with consent given under the
limitation and conditions provided in §7223
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The VIM and Vigor approach could eliminate the ambigulty of a silent
spouse because both spouses would be telling their stories. Additionally,
a key question a VIM attorney could ask a couple is to describe how their
upbringing, career and philosophy about wealth transfer differ from one
another and how they feel about that difference. Therefore, the goals-driven
planner should be in a better pesition to know whether there is a “substantial”
risk of conflict in the joint representation of spouses.

Representing Multiple Generations

Conflicts of interest can be found in joint representation of spouses butalso
can exist when representing multiple generations. For example, if the older
generation wealth owner unduly influences the hiring of the lawyer to represent
alower generaticn beneficiary, then the joint representation might ¢reate an
impermissible conflict of interest, Butin the Florida case of Chase v. Bowen, 711
50.2d 1181 (Fla. Ct. App. 2000), the court held that no conflict of interest exists
when a lawyer revises a will of a senior generation wealth owner to disinherit &
beneficiary whom the lawyer reprasents in an unrelated matters

The goals-driven method for determining intent should produce stories
that more readily expose the efforts of an older generation wealth owner/
business owner attempting to control a descendant through a “mandated”
estate plan. This will allow the attorney a better opportunity to assess
whether there is a genuine conflict of interest and whether there is a need for
separate representation.

Representing Clients with Diminishing Capacity®

In a country where an increasingly larger percentage of estate-plan ning
clients wili suffer diminished mental capacity prior to death, the ethical issues
surrounding dementia are important to consider. The ethical obligation is to
maintain a "normal” client-lawyer relationship with an existing or prospective
client. It is possible a client’s changed mentai capacity may resuit in a change
to an existing estate plan, such as a client with diminished capacity deciding
to disinherit a child.

The use of a goals-driven process for estate planning could have produced

a statement of wealth transfer intent that could be used to show significant
information about the client and purpeses for each beneficiary. A subseguent
change to those intentions that is irrational and contrary to avery aspect of

& carefuily expressed intention without any explanation could more clearly
signal aloss of capacity than if those prier intentions had not been recorded.

Goals-driven wealth transfer
can allow the attorney a better
opportunity to assess whether
there is a genuine cenflict of
interest and whether thereisa
need for separate representation.
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: An eg reg|ous example of how not to deat wrth an uniise dlent darectrve >
from someone that may be possrbly suffermg from dirmint shmg capadty_:_- :
“iscclrred in Florida. In The Florida'Bar i Betts, 53050.2d" 928 (Fla. 1988) .
_ & Florida attomey was publicly reprrmanded for hts actionsin preparlng R
: tWa Eodicils to the will of his client at atime when the clierit was ina: '
g rapldly deterlorating physical and ental state. In the first codrcrl the
: ‘testator rermoved his daughter and sonsin-law as benefl Iciaries, The R
: Tavieyer spoke with his client savéral timesin an effort to persuade hsm to o
ref nstate hrs daughterasa benefc;ary e

'-Subsequentiy, the \awyer prepared asecond codrcrl to remstate L
“-the daughter into the estate ptan Howeven when the codlcrE was -

" presented to the dlient, he wasina corfatose state. The anyer d|d
“not read the second codicil to the client, the clrent made ne verbal - e
':_'response when the lawyer presented the codicilte hirm and the !awyer L
“had the dlient sign” the ¢odicil by placing a pen into his hand ‘guiding it _;' =
-to mark an ”X“ in place of a 5|g nature The court specn‘" caliy observed ]

i 1mproperly coercmg an apparent]y ncompetent clrent
" into execiiting a codicil ralses serious guestions of bioth
o _ethlcal and legal impropriety, and could potentnally result

"in'd@mage to the client or third- -parties: Itis undrsputed

: -_-'that [Lawyer] did not bénefit by his'action and vias merety

“-acting outof his belief that the client's famrly should not: be

“ dist nherlted ‘Nevertheless, o Iawyers responsrbrlrty isto
7 éxecute his client’s wishes, not hisown. 530 Sor 2d at 929
-:--'.(empha5|s added) c

Goals-driven methods of recerding client intent will make a client’s
wishes clearer and may make it safer for atto rneys to act or not act
when there is diminished capacity.
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THE VIM AND VIGOR OF GOALS-DRIVEN WEALTH TRANSFER

Attornays and professional advisors can become more purposeful, principled
and profitable by changing desath-focused estate plan ning nto goals-driven
wealth transfer. They can do this through the VIM and Vigor process.

By first helping clients visualize the values and then the virtues behind their
goals, advisors can help their clients determine better intentions for wealth
transfer beyond simply minimizing taxes, Applying matrics to those intentions
can provide clients with a very specific idea of what a gift wil! be used for and
how much is neaded to accomplish each goal. This procass requires vigorous
profassional, personal and practical discipling in interviewing and profiling.

Advisors should then be able to design wealth structures and wealth transfers
during and after life that fulfill the client’s objectives. All strategies and structures
should be extrapolations of these goals. In effect, the estate plan must look
like the final chapters of a well-crafted client story. Hopefully the story ends
“happily ever after” for all involved.

LEARN MORE

Naorthern Trust specializes in goals-driven
wealth management for affluent families
and Individuals. Qur wealth planning
advisory services team leverages thelr
collective experience to provide financial
planning, family education and governance,
philanthropic advisory services, business
owner services, tax strategy and wealth
transfer services.

For more information, visit
northerntrust.com.
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EXHIBIT ONE: WEALTH TRANSFER VALUES QUESTIONNAIRE

These questions are designed to change traditional death and tax planning which may involuntarily “leave money to heirs”

w,

into “wealth transfer success” Your wealth transfer success is measured by optimizing the intent of your wealth transfers to
benefit carefully chasen beneficiaries.

How do you define your wealth transfer values and intent? By answering goals-driven guestions that help create a written
blueprint to measure wealth transfer success. Here are seven guestions to help start the process.

D

2)

3)

What actual role did financial wealth play in the following
areas: (Note: This is not an "ought to” question, but simply
a description of the way things really are.)

a) Your childhood and early adult years

b) Your dally routine

<) Your professional life

d) Your family life

&) Your friendships

fy Yourimage of yourself, your family and others
g) Your feelings of control and significance

h) Your plans for the future

[¥'s not uncommeon for wealth ownears to avoid the subject
of wealth transfer planning by just “leaving” their remaining
estate to be divided equally among their statutery heirs
without further comment or direction. Gften the principal
philosophy of these wealth owners is “When I'm goneim
gong” and “I really don't care what happens after that* Do
you agree or disagree with this approach?

Describe what you believe would happen to the
recipients of your wealth once funds have been
transferred to them.

a) How confident are you that your envisioned result will
become a reality? Why are you confident or not very
confident about this result?

b) Will all the wealth transferred to your intended
beneficiary(ies) be necessary to accomplish your
envisioned result? If not, what will happen to the

“excess” wealth transferred?

©) Howwill you fael if the envigioned result of your wealth
transfer does not occur?

d) ls there any circumstance that could cause you to
regret making the wealth transfer?

4) Fortha next two questions imagine your wealth transfers

to each eneficiary are designed to obtaln an optimal
“total return” similar to the total returm of marketable
investment assets.

a) How would you describe the “optimal return” on your
wealth ransfer to each of your intended beneficiaries?

b) What must be done now to assure that this optimal
return is realized?

5) Imagine that every transfer of wealth is a “‘donation” to

the cause or purposes of the individual that receives it —
similar to the way a charitable donation isa donation to a
cause or purpose of the charity.

a) Whatis the overall cause or purpose that's advanced in
the life of each individual that receives your conation
of wealth?

b) A good charity is able to account back to donors their
use of the donation, In support of the donor's intent.
How would the non-charitatle beneficiaries of your
wealth account back to you for your transfer to thern?
(Remember this accounting could be as simple as
confirming that they enjoyed spending the money
you gave tham.)

Wealth Management at Northern Trust
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€) Some profassionals believe that there is always a

7)

“rmessage of the money” In every weaith transfer. For the
next two guestions assume that this is true.

a) What message does your wealth transfer send to each
of your beneficiaries?

b} Would you lke to change that message?

Creating the right "message of the money” for

avery wealth transfer requires at least two things —
understanding your "wealth his-story” or “wealth her-
story” and recognizing how that story impacts your
wealth transfer decisions. For the next three questions

think about the parts of your his-story or her-story that
should be repeated across generations.

&) Whathas happenad in your life that explains and gives
context to your decisions about wealth transfer?

b) What do your beneficiaries need to understand about
you to become comfortalsle recaiving your gift of
meney ar property?

¢) How would you want future generations to remember
you as thay datermine how to use or steward wealth
that you give to them?

Wealth Management at Northern Trust
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The example that follows is an actual wealth transfer statement of intent that has been edited

to protect identities.

EXHIBIT TWO: STATEMENT OF WEALTH TRANSFER INTENT OF “LARRY JOHNSON,” A BUSINESS OWNER

The language below is taken from an individual’s document but has been changed, with his permission, to conceal
the identities of all relevant persons. The words and phrases in whole or in part should not be regarded as suitable or
appropriate for other trusts or wilis. Please consult with your individual attorney or client for appropriate SOWTI language.,

This statement is being preparad by me, Larry Johnson, in 2016
to share my thoughts and Intentions regarding my estate
plan, and also to tell the story of my financial success. My hope
Is that this statement builds understanding with my family and
others about what 've achieved in life, and what | yet hope to
achieve after my passing.

I am the eldest son of Bill and Linda Johnson of Cleveland
who were married June 6, 1938. My father, the eldest of
three sons and no daughters, was the first in his family to
attend college, and then go on to successfully complete law
schoel My Mom was alse the eldest of her family, and ene of
two daughters of a very successful owner and operator of
beauty salons. She graduated from Cberlin College in 1936
with a degree in art history.

Dad was coriginally a criminal defense attorney who
realized that he could practice law, and invest in real
estate. My father's parents were Irish-Cathollc immigrants
who left Ireland under religious persecution and faced
heavy discrimination when my grandfather applied for work.
My father said that he went into law as a response to the
injustices he heard and saw towards his parents. He and a
partner began acquiring land and buildings in downtown
Cleveland for development into residential and commercial
properties. Mis real estate business proved successful — so
successful that my parents began collecting art with the
acguisition of a Picasse in 1248.

I was fortunate enough to be able to attend the University
School, a private school in the Cleveland suburbs. My
neighborhood was very economically diverse growing
up s¢ i learned to appreciate the struggles of the “ess
fortunate!” | received good grades in school and, therefore, was
accepted to Boston College, where | studied business and
excelled at athletics, particularly basketball,

Upon graduztion from college, | was guite fortunate to join
the Boston Celtics, an unexpected but weicome event. My
basketball career was short-lived, however, with an injury

and a child, Brian, who | had with a woman | metin college,
Lisa. itwas a tumultuous time for both me and Lisa, who

was appiying to graduate school to study physics, and we
decided! to go our separate ways. Brian was mostly raised by
Lisa’s parents, as my own parents strongly disapproved of our
relationship, and I'm sad to say that | have not had any contact
with Brian or Lisa since my child support payments ended.

Shortly after my breakup with Lisa, with the Vietnam War

in full swing, | applied to Army Officer Candidate School

and was cemmissioned in June, 1968. My three years of
active duty took me to the Philippines, Taiwan, Hong Kong,
Singapore, Guam and Midway Islands, the Arctic Circle and
Tunisia, among other destinations, | returnad to Cleveland to
pursue an M.BA at Case Western Reserve University whera

[ met my first wife, Carolyn James. We were married on
December 31, 1971.

Upon my graduation from Case Western | began working
for a real estate development company in downtown
Cleveland. After a few years of learning the business, |
decided to establish my own company, engaging in
commercial real estate development. While the business
was successful, it was not without risk, The volatility of the
commercial real estate markets put me in serious danger
of declaring bankruptcy. With help from myy family, however, |
was able to work out arrangements with my lenders to help
keep the company afloat,

Buring this time, Carolyn and | had three children, David,
Ann and Gloria. We moved to Shaker Heights, Ohio, for
its proximity to the city, and for its peace and guiet.
Unfortunately, my marriage to Carolyn was unstable and in
1986 we divorced. IUs clear to me that the failure of my
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marriage caused great harm to cur chiidren. David s a
law professor at NYU, single, and seems to be wounded
In his search for a lasting relationship, while Gleria, a
former nun, is now married with two children and does not
cormmunicate with me at all. My relationship with Ann, who
has alsc remained single, has been stable, however, we went
for long periods with no contact.

Sadly, Carolyn died of cervical cancer within a year of

our divorce. Shortly after har death | met my second wife,
Suzanneg, and we formed Titan Partners as a real estate
management firm. The company landed several lucrative
apartment and office buliding management contracts and
flourished, Also, the real estate investments | had made in
the 1980s and 1980s recovered and began generating
solid cash flow. By the start of the new millennium our life
was good.

In 2005 my Dad passed away. Losing him was difficult for me,
since | had become accustomed to talking to him about my
business ideas and the deals | was working on or thinking
about. His knowledge and experience benefitted me greatly.
His death, though, helped me finandcially. My mother, brother
and | dismantled the Johnson Family Limited Partnership, my
parents’ estate planning vehicle, which added to my direct
real estate holdings, marketable securities and cash.

In 2012, two things happened that changed the professional
direction of my life. One, together with a partner, | acquired
afarm in Kentucky to breed racehorses. Second, | made an
investment in an antiguas gallery in New Orleans specializing
in early 20TH century art, jewelry and furniture. Although
the antigues business failed, | was introduced to the art
world and found my one true passion. | was able to help my
daughter, Ann, launch her own gallery in New Orleans with
the contacts | made running my antiques business.

My financial succass has led me to my other major activity,
philanthropy. Saint Ignatius of Loyola sald, “Teach us to give
and not count the cost” Suzanne and | take the time to use our
financial resources to support the causes that grew out of our
life story. We used the seed money from my mother’s estate
to establish our family foundation, which focuses on organ
transplantation. I'm alive today because of a kidney transplant |
needed 20 years ago. | have funded specific research projects
for organ transplantation at Case Medical Canter, UC Davis
Medical Center and the Mayo Clinic. Suzanne and | also make

significant annual personal contributions to the foundation.

The second major focus of the foundation Ts the Catholic
Charities. Suzanne and | both come from Irish Catholic
ancestry with & strong commitment to supporting the
Catholic institutions that help those less fortunate. We've
also established several college scholarship funds to
Catholic colleges. And, the foundation serves as a vehicle
to make donations to projects that cara for elderly

Irish Catholic priests and nuns who have faithfully and
honorabiy served others.

The third focus of my philanthropy is education. | believe that al
lives are improved by education. My grandfather was a janitor,
but my father completed law school, changing the lives of
everyone in the family. Through the Larry Johnson Foundation
Scholarship fund, Suzanne and | have endowed two four-year
scholarships at Boston College, and the foundation is partially
funding a third four-year scholarship at Case Western Reserve
University. My estate plan directs the foundation to also endow
a full seven-year scholarshis for economically disacdvantaged
kids to the University School outside of Cleveland. A stuglent,
with excellent academic achievement and good behavior will
receive full tuition, fee and expense payments for sixth grade
through high school graduation. | believe that graduation from
the University School with & full scholarship will make a college
scholarship a relatively easy achievement, thereby paving the
way for a major shift in the future for that young person and
future generations.

The fourth and fina! area I'm interested in is post-impressionist
art. My parents were art collectors and | used to joke that |
grew up In an art museum. The fact is that | certainly have
developed an interest in art, and Suzanne and | enjoy our
coilecting activities. Therefore, the foundation provides
financial assistance to numerous art museums. Also, my
parents’ art collection was donated to the Bill and Linda
Johnson Arts Foundation, which has sold the artwork and is
now focused on supporting emerging artists.

With this background, | have made suggestions and
diractions for the future, after my passing. My estate plan
is simple. If | die before Suzanne, then two GST trusts
established by my parents are directed to my son David,
along with additional cash ¢r marketable securities from
me, all to a trust to be established for his benefit with The
Northern Trust Company as Trustee. My current estimate
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of the corpus of this Trust, as of today, is $10 million, With an
estimated 4% withdrawal rate, this will generate $400,000
annually. This is an enormous sum fer my son and | think it
would be disruptive to his lifestyle if it were automatically
distributed to him. While he's enjoyad a successful career
as a law professor, his true passion is music, and he would
like to enjoy a second career craating, performing and
recerding his own work. | envision that any distribution to
David will be used to fund his music passion in a way that
will enhance his joy and the enjoyment of others.

Living in Manhattan is expensive. Even with his legal salary, his
lifestyle remains fairly modest. The Trust has been established
1o provide hirn with latitude to pursue his interests, including
supporting other performing artists. The Trustee of his
trustis to have graat leeway to assist him with utilizing the
income from his trust, or to invade the principal if needed.
For example, as of teday, David has ne car butis thinking of
buying one and renting a parking space in his bullding. He
paid about $80C,000 for his apartment in Manhattan and has
a $500,000 mortgage. David does not spend his entire salary,
and hisincome is supplemented by investments.

Although David is to have “principal invasion rights,” this rightls
to be limited to funds that are either for David's direct benefit
(which could include additional funding for his musical work)
or for donations to recognized 501(c) (3) charities in which

he hasaninterest. Although he may utilize income from the
Trust solely as he sees fit, it is my intention that NG principal be
utilized for the benefit of his siblings or descendants.

As I mentionad earlier, my daughter Gloria and | do not
communicate. We've had a bad relationship for years,
especially after her mother’s pa,ssling. In 2005 we had a major
disagreement while on a Mediterransan cruise with David and
Suzanne. Real communication between us was never restored
after that. In 2008, just before Glorla moved to Seattle with
her then-flancé, we consulted with a therapist In Chicago to
attempt to repair the relationship. It was during these sessions
that Gleria told me how damaging the events leading up

to my divorce from her mother had been to her, She was so
terrified by the yelling between her mother and me that she
had hidden in her bedroom as a young girt when we were
fighting. At the end of the fourth session, she told me that she
was In such a fragile state that she wanted no contact from me,
and to wait for her to call when she was ready.

Ayear later | tried to engage her in conversation abaut some
of the issues that had been raised during our therapy, but she
was unwilling to do go. She was busy planning her wedding

without input from us. The wedding, on July 22, 2007 was at
tha Washington Park Arboretum in Seattle. My mother Elien,
who was 92 at the time and very frail, could not attend the
wedding due t¢ the travel and outdoor setting, which reguired
alot of walking. Even 5o, Suzanne and | flew to Seattle to host
the reception.

On Sunday, the wedding day, the weather was terrible.
Instead of warm and dry, it was cold with intermittent rain.
After the wedding ceremony, which was performad by a
non-denominational minister because Gloria’s hushand is
not Catholic, | learned that my mother had become very i,
so we did not go to the reception and instead Suzanne and |
went back to Cleveland the same evening. My mother diec a
week |ater.

The final rift with Gloria came with the birth of her second
child in May, 2011. 1 flew to Seattle for the baby's baptism,
but I had not been feeling well for several days leading up to
this trlp. As a result, | was unable to stay the entire day. Gloria
never forgave me for leaving right after the ceremony, and
later atternpts at reconciliation were unsuccessful.

My wealth transfer intentions toward Gloria can be expressed
very simply - since Gloria wants nothing to do with me while
Farr still alive, than she will get nothing from me after my
death. For purposes of my estate plan, she has besn treated
asif she and her entire family had predeceased me. The only
material things she will receive are from a life insurance policy
and an investment vehicie she shares with David, and from
which | cannot excise her interest,

I have improved my relaticnship with my daughter Ann, but |
have always felt that she wishes to remain loyal to her mother
and sister while being courtecusly cordial but aloof with
me. [ arm, however, very proud that she has taken up our art
passion and has fully immersed herself in the gallery and in
the culture of New Orleans, Ann is a fiercely independent
woman and would never take money from me if it appeared
that | had any expectation attached to it. Therefore, | have
created a trust funded with $1,000,000 to make discretionary
distributions to artists, artwork, the gallery or general cultural
endeavors in New Orleans or any other activity suggested by
Ann. | recognize that this trust will not qualify as a charitable
trust and that distributions may carry out taxable incorme to
anyone receiving a distribution. However, | envision that once
Ann warms up to the reality that she has unfettered control
over the trustee distributions without any strings attached,
she will use up the funds fairly rapidly.
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After all beguests, the balance of my estate is to remain in
atrust in which Suzanne is to have a life estate and access
to all of the income generated by the trust. Currently, this
approximates $3 million annually. Cur lifestyle is modest
relative to cur income. We own only one home with a
required mortgage payment of $4,000 each month, we
each have a car with lease payments of about $600 per
vehicle, and, although we typically travel first class, we deo so
by upgrading from coach with the miles we collect. We do
little traveling for pleasure, and do not book suites when we
de. Our clothing purchases are modest for our means, and
Suzanne has repeatedly stated that she would prefer to just
stay home rather than travel or go out. Her income from
two existing trusts I've established for her benefit is about
$200,000, with the taxes paid by the trust. | cannot imagine
how she could spend all of the income that will be available
to her. Howevear, since my intent is to take care of her, sheisto
have the right to invade principal if needed, and is to be her
own trustee,

The art will belong to Suzanne to disoose of as she, and she
alone, desms appropriate. Upon her death the trust is to
be passed on to the Larry Johnson Foundation ("LIF™), as
described below,

if Suzanne predeceases me, then | continue as trustee of
the trust untll my death or incapacity. At the present time,
Suzanne has my healthcare power of attorney which will
need to be modified if she goes first.

At my death, under this second scenario, David is entitled to
the same GST trusts and cash or marketable securities, but
also one-third of the artwork. Ann will also receive one third
of the art, and the balance of, along with the monetary assets
including cash, marketable securities, commercial real estate
and Investments in privately held companies, are to be left to
the LIF, which The Northern Trust Company is to administer.
The art held by the foundation is to be sold within five years. |
have specified five years to avoid a short window to sell that
oceurs during unfavorable economic events, such as the 2008
recession. My strong preference is for a faster sale aslong as
the relevant markets are healthy.

As stated In my estate planning documents, the art that is
desired by the museums with which Suzanne and | have had
arelationship should be donated to those musaums and not
simply sold for cash. These museurms include: The Museum

of Modern Art (MoMA} New York; The Allen Memaorial Art
Museum at Oberlin College; and the Cleveland Museum of
Art. In the event that twe or more institutions wish to have
the same work(s), then Northern Trust shall give prefarence
to the institution that will commit to the longer or greater
display schedule in writing for the work{(s) in question.

As for the cash that will be generated in the LIF, my estate
plan sets forth the disposition of the proceads very clearly.
There are specific grants such as those described above,
and any remainder is to be donated, by percentages, to the
charitles | have specified in the LJF documents.

Fhave been extremely fortunate to have done so well in life

and | hope that | have also done some good. Itis my wish
to do even more good after my death and | am counting

on The Northern Trust Company to make that happen after
Suzanne and | are both gone.

is to be sold within five years. | have specified five years to
avoid a short window to sell that occurs during unfavorable
economic events, such as the 2008 recessicn. My strong
preference is for a faster sale as long as the relevant markets
are healthy,

As stated in my estate planning documents, the art that s
cesired by the museurmns with which Suzanne and | have had
arelationship should be donated to those museums and not
simply sold for cash. These museums include: The Museurn
of Modern Art (MoMA) New York; The Allen Memerial Art
Museum at Oberlin Coliege; and the Cleveland Museum of
Art. In the event that two or more institutions wish to have
the same work(s), then Northern Trust shall give preferance
to the Institution that will commit to the longer or greater
display schedule in writing for the work{s} in question.

As for the cash that will be generated in the LIF, my estate
plan sets forth the disposition of the proceeds very clearly.
There are specific grants such as those described above,
and any remainder is to be donated, by percentages, to the
charities | have specified in the LIF documents.

I have been extremely fortunate to have done so well in life

and | hope that | have also done semea good. Itis my wish
to do even more good after my death and | am counting

on The Northern Trust Company to make that happen after
Suzanne and | are both gone.
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END NOTES

1.

ABA Model Rule 1.4 A Lawyershall ... (23 reasonably consuft

with the client about the means by which the client’s objectives
fintentions] are to be accomplishad. Implicitin this rule of conduct is
an obligation by the attorney to discover the client’s estate planning
objectives and how to best achieve them.

ABA Model Rule 1.4 (b) Duty to Exploin Motters to Client. A fawyer
sholl exploin a matter to the extent reasonably necessary to permit
the client io make informed decisions regarding the representation,

Restatement (Third) of The Law Governing Lawyers §130 (2000}
citing to §122 "Unless all affected clients and other NECEsSSary
persons consent to the representation under the limitations and
conditions provided in §122, [Cliemt Consent to a Conflict of Intarest]
alawyer may not represent & client if the representations would
involve a conflict of interest. A conflict of interast is invalved if
there is a substantial risk that the lawyar's representation of the
client would be materially and adversely affected by the lawwyer’s
own Interest or by the lawyer's duties to another current client, a
former client or a third person. (emphasis added)

Diana S.C. Zedel “Effective Estate Planning for Diminished
Capacity — Can You Really Avoid Guardianship?” 20186 The 5Cth
Heckerling Institute of Estate Planning Chagter 8 pages 8-2 and
8-13 (Presented January 12, 2016).

ABAMcdel Rule 1.14 CLIENT UNDER A DISABILITY

&) Mointenance of Normal Relationshio. When a client’s ability
to make adequately considered decisions in connection with
the representation is impaired, whether because of minority,
mental disability, or for some other reason, tha lawyer shall,
as for as reasonably passibie, maintain o normal client-lowyer
relationship with the client.

The Florida Bar v, Betts
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© 2017 Northern Trust Corporation

LEGAL, INVESTMENT AND TAX NOTICE: This information is not intended to be and should not be treated as legal advice, investrment advice or
tax advice. Readers, including professionals, should under ne circumstances rely upon this information as a substitute for their own research or
for obtaining specific legal or tax advice from their own counsel,

OTHER IMPORTANT INFORMATION: Opinions expressed and information contained herein are current only as of the date appearing in this
material and are subject to change without notice,
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