Insights.

Navigating Benefi esignations

for Business Owners

For business owners, effective estate planning is a critical task that serves a dual purpose: ensuring the
well-being of their loved ones and the continuity of their business. A key component of this planning is
the proper use of beneficiary designations, which must be approached with an understanding of their
impact on both personal and business assets.

Understanding Beneficiary Designations

Beneficiary designations are instructions specifying who will receive your assets upon your death. These
designations are commonly associated with life insurance policies, retirement accounts, and other financial
instruments. They can also play a significant role in the transfer of business interests, bypassing the probate
process and providing a clear path to asset transition.

Clarifying Roles: Successor vs. Beneficiary
While beneficiary designations are crucial, it's essential to distinguish them from succession planning. Here's
a simple clarification:

* Successor: The person you choose to take over the management and operations of your business
after you're gone. Succession planning involves preparing the successor for their future role,
ensuring they have the necessary skills and understanding of the business to maintain its success.

e Beneficiary: This is someone named in a will, trust, or financial account who will receive assets upon
your death. Beneficiaries of a business owner may inherit not just personal assets but also shares or
interests in the business.

It's important to note that the successor may not necessarily be a beneficiary. Conversely, a beneficiary may
not have any role in the business's ongoing operations.

Designating Beneficiaries For Business Assets

When a business owner designates a beneficiary for their business assets, it's crucial to consider how this
designation aligns with their succession plan. The person who inherits your business interests may not be
the same person you've assigned to run the business.
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Succession Planning and Business Continuity

In-depth succession planning should accompany beneficiary designations. This planning includes
outlining operational roles, training potential successors, and creating legal and financial strategies to
support the transition.

Buy-Sell Agreements: Cementing Your Legacy

A buy-sell agreement is a fundamental component of any business with multiple owners. It is a binding
contract that details how a partner's share of the business is reallocated if they pass away or leave

the business. These agreements are particularly significant for beneficiary designations, as they can
dictate the terms under which beneficiaries receive compensation or ownership stakes, ensuring the
business's stability and the beneficiaries' interests are protected.

Life Insurance: Facilitating Beneficiary Transfers

Life insurance is pivotal in estate planning by providing the funds necessary to honor beneficiary
designations without financial hardship. It can be structured to offer liquidity at death, covering estate
taxes, buy-sell agreements, and ensuring that the business either continues to operate or is sold
according to your predetermined plans.

Trusts and Beneficiary Designations: A Strategy for Clarity

Trusts can be instrumental in clarifying beneficiary designations. By placing business assets in
trusts, you can specify exact terms for how and when beneficiaries will receive their inheritance,
bypassing the probate process and potentially offering tax advantages. Trusts like grantor-retained
annuity trusts (GRATs) and grantor retained unitrusts (GRUTs) allow asset growth to be passed on to
beneficiary's tax-efficiently. At the same time, ILITs can provide liquidity to meet immediate estate
obligations, directly benefiting the designated heirs.

Estate Planning as a Business Strategy

In business, estate planning transcends personal asset management —it's a strategic business
function. Beneficiary designations are a key tool in this process, requiring regular updates and reviews
to reflect changes in the business, your personal life, and the legal landscape. This is where the
expertise of financial advisors and estate attorneys becomes invaluable, providing guidance to ensure
that your beneficiary designations are both legally sound and aligned with your long-term business
and personal goals.

The Blueprint for Legacy Preservation

Beneficiary designations guide the future of your business and ensure that your professional and
personal wishes are respected. You can create a clear, efficient path for your beneficiaries through
strategic planning and using agreements, insurance policies, and trusts. Estate planning, focusing on
beneficiary designations, is not merely about transferring wealth; it expresses your life's work, values,
and vision for the future.

It's important to seek guidance from experienced legal and financial advisors specializing in business
succession planning. If you're ready to take your next step in planning, reach out to a Choreo advisor
today. We can help you navigate the process.
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Choreo, LLCis an investment adviser registered with the U.S. Securities and Exchange Commission (SEC). Registration as an investment adviser does notimply a
certain level of skill or training of the adviser or its representatives. This document contains general information, may be based on authorities that are subject

to change, and is not a substi- tute for professional advice or services. This document does not constitute audit, tax, consulting, business, financial, investment,
insurance, legal or other professional advice, and you should consult a qualified professional advisor before taking any action based on the information herein.
Information has been obtained from a variety of sources believed to be reliable though not independently verified. Choreo, LLC its affiliates and related entities

are not responsible for any loss resulting from or relating to reliance on this document by any person. This communication is being sent to individuals who have
subscribed to receive it or who we believe would have an interest in the topics dis- cussed. The sole purpose of this document is to inform, and it is not intended to be
an offer or solicitation to purchase or sell any security, or investment or service. Investments mentioned in this document may not be suitable for investors. Before
making any investment, each investor should carefully consider the risks associated with the investment and make a determination based on the investor’s own
particular circumstances, that the investment is consistent with the investor’s investment objectives.
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