
Based on our experience
working with clients in
both Canada and United

States, as well as conversations
with other professionals on both
sides of the border (a purely
unscientif ic survey to be sure),
successful high net worth families
have a difficult time completing a
satisfactory estate plan. 

It’s not unusual for a family to
say they have tried ‘four or f ive
times’ to complete an estate plan
without success, which prompts
us to ask the question, why didn’t
their advisors get it right the first
time?

There are three steps to the
estate planning process:
• Establishing objectives. What is
it we are really trying to accom-
plish here?
• Designing a plan to fulfill those
objectives
• Implementing the plan

Typically, the majority of time
is spent in plan design – as much
as 80 to 90 per cent – with min-
imal time devoted to establishing
objectives. 

One of the world’s oldest
adages may be the reason: follow
the money. 

Estate plan advisors are paid
only when a plan is implemented.
For example, an attorney is paid
to create documents, an insurance
professional is paid when he sells
a client a policy, a public accoun-
tant is paid to do the tax analysis,
and a stock broker is paid to
handle the securities transactions.
They are all paid for plan imple-
mentation – nobody gets paid to
delve into client’s real values and
objectives. 

But how can an advisors design
an effective plan if they don’t
understand a client’s objectives? 

In addition to following the
money, there is also an advisor
bias created by differing levels of
training and expertise. 

Steven Covey, author of The
Seven Habits of Highly Effective
People states it this way – “People
see the world not as it is, but as
they are.”

Consider four advisors: 
• Insurance professional
• Investment professional
• Attorney
• Accountant

Pose a problem and ask for a
solution. We are willing to bet, you
will get four different solutions,
each from a different perspective.

Because different advisors
have different opinions, it’s diffi-
cult to know who is right. When
this occurs, more often than not,
the end result is nothing. The
client does nothing, because he
or she isn’t sure who or what is
correct.

This advisor bias creates con-
fusion for the primary advisor
who is trying to take responsi-
bility for the estate plan. When
people become confused by the
process, all they want to do is get
out of the process, end the conver-
sation and eliminate the anxiety. 

The estate planning process
presents many dilemmas, some of
which are conflicting objectives in
direct opposition to one another.
These may be:
• The client versus his or her heirs; 
• The client’s heirs versus his or
her favourite charities;
• The client’s favorite charities
versus the client; 
• One heir versus another; 
• One charity versus another; 
• And in some cases, the client
against his or her spouse

Another reason for plan design
paralysis is the complexity of the
process. 

It’s understandable. There are
over 100 different tools, tech-
niques, strategies and combina-
tions available in creating an
estate plan. Which apply in your
client’s case?

These conflicts and complexi-
ties call for a comprehensive dis-
covery process to clarify a client’s
family objectives in estate plan-
ning. Instead of spending 90 per

cent of the time on plan design,
spend that time in the discovery
process, which will make the
design process practically com-
plete itself. 

When signif icant clarity
exists, those 100 different possi-
bilities may be reduced to three
or four viable options that actu-
ally f it the client’s situation and
that are manageable. 

The purpose of the discovery
process is to create a written doc-
ument known as the Family
Financial Philosophy (FFP). 

We must credit the late Scott
Fithian for introducing this con-
cept into the estate planning
process in his 2000 book, Values-
Based Estate Planning. Fithian
was a strong advocate for the idea
that advisors must place much
greater focus on what their
clients’ values are, over just
focusing on what their clients
own.

The FFP is an extremely valu-
able tool for successful families
with strong values to incorporate
into their planning. The process of
developing the FFP allows cou-
ples to confront questions they
may have not discussed before. 

In the process, they may also
discover conflicts they didn’t
realize existed. The objective is to
establish clarity and, as much as
possible, a united statement of
values and objectives for the
family’s wealth. 

The FFP addresses three sig-
nificant categories. 

1. What does f inancial inde-
pendence mean to a client? It has
a different meaning for each
family. The goal is to quantify a
client’s definition of what finan-
cial independence is for them
because it’s the most important
number in estate planning. As you
may be aware, the key to elimi-
nating estate taxes on both sides
of the border is to separate your
client from their assets, as soon as
possible and permanently. This
may be a scary proposition. Some
strategies that eliminate taxes on
death also eliminate a client’s
f inancial independence – obvi-
ously, not a good idea. So, we
f irst have to determine what a
client’s def inition of f inancial
independence is and whether he
or she has achieved it. That

number becomes sacrosanct and
inviolable. 

2. What does your client want
his or her family legacy to be?
Advisors often assume that the
objective is to reduce estate taxes
as much as possible and give the
kids as much as possible. That
might be what the client would
want to do, but an advisor should
never assume that to be true.
Some parents are concerned that
leaving an excessive inheritance
would ruin their children’s lives,
and so they limit the amount left
to their kids. Once we determine a
client’s def inition of f inancial
independence and what is an
appropriate family legacy, we can
address the final issue.

3. What is your client’s social
capital legacy?  What does your
client want to do with the assets
and income he and she or their
heirs don’t get to keep? Does the
client prefer to default these
monies to the Canada Revenue
Agency or the Internal Revenue
Service by paying taxes because
of poor estate planning? Or, given
the option, would your client
prefer to direct those assets or
income to causes they hold in
high esteem, fulfiling their phil-
anthropic urges?

These are the issues we address
and clarify in the process of cre-
ating a FFP. Clients who have
embraced this process find it to be
invaluable.

One of the most powerful
effects of creating the FFP is that
your client now has control of the
planning process. What used to be
a mystery is now resolved. No
longer will you or your client be
the victim of advisor bias. 

Simply put, no strategy can be
presented by any of your client’s
advisors unless it specifically sup-
ports a client’s FFP. You and your
clients now have clearly stated
objectives and values supported
by well-designed plans. 

If, as a client’s primary finan-
cial advisor, you are not comfort-
able with starting the conversation
about the FFP approach to estate
planning, perhaps you might want
to direct your clients to work with
a Certif ied Financial Planner
(CFP) who specializes in this
area.

The CFP is an internationally
recognized professional certifica-
tion owned by both the Financial
Planners Standards Council
(FPSC, Canadian regulatory
body) and the Certified Financial
Planner Board of Standards Inc.
(CFP Board, a U.S. regulatory
body).

Through education, training
and experience CFP professionals
are called upon to be f inancial
psychologists, who understand the
lives clients want to create for
themselves, their families. 

Remember if a client has an
estate planning need and if that
need is not being addressed, the
client will eventually find a way
to satisfy that need. 

So think and be a proactive
and creative force by providing
solutions for your wealthy
clients’ very real planning needs,
today.
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can be reached at 800-620-4232,
Charles@CFAFeeOnly.com or
www.cfafeeonly.com
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and what’s acceptable now
wouldn’t have been acceptable
40 years ago,” he said.

One of the key yardsticks
that determines what level of
taxation Canadians accept is
how it compares to the level in
the United States. 

Brain drain has long been
cited as a reason to reduce
Canadian taxes, but the situation

is more equitable now than it
has been in the past, Perry said. 

And with the United States
struggling with a burgeoning
federal deficit and a precarious
social security system, the U.S.
tax burden is more likely to go
up than down, he said, “espe-
cially if they keep f ighting
wars.” 

That, in turn, reduces the
pressure on Canadian govern-
ments to trim taxes.

Among the main benef icia-
ries of the federal budget were
the provinces, which received an
extra $4 billion. 

Campbell was critical of the
way this transfer was executed,
with no strings attached. 

“This is politics at its most
cynical,” he said. 

“The federal government can
‘allocate’ how the money is to
be spent, but it has no way to
guarantee it.”

Perry was also critical,
noting that the federal govern-
ment’s earlier promise to further
reduce the GST would have
been a logical way to open up
tax room for the provinces. But
that would have been more diffi-
cult politically for federal and
provincial governments than a
simple cash transfer, he said:
“The underlying problem is,
how do you reconcile federal
and provincial priorities?”

Taxes in States likely to go up, says Perry
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