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The primary focus for many family business owners  is the
business itself.  All the family members' efforts are directed
towards the establishment, development and maintenance of
the business.

It is not uncommon for the founder of the business  when
approaching retirement  to realise that their only real asset,
outside of the family home, is the business.

Common concerns that start to arise include:
� how does the founder start to accumulate wealth outside of
the business without adversely affecting the business?
� how does the founder start to protect their personal assets
from  business risk, ie releasing of the family home from the

business' security net and/or the release of personal
guarantees?
� how do you manage the asset pool outside of the business?
and
� which family members are entitled to share in the wealth
extracted from the business?

Asset protection
Recent high profile corporate collapses and bankruptcies have
highlighted the importance of taxpayers, particularly
professionals, implementing asset protection strategies. Asset
protection should be the taxpayer's main focus when
establishing a business or investment structure, rather than tax
minimisation. 

Asset protection does to simply involve considering what will
occur if a taxpayer is successfully sued. It must encompass
protecting all of the taxpayer's assets inclusing business assets,
personal assets and superannuation investments. It should also
encompass circumstances such as death and divorce. There is
no point placing all assets in the spouse's name if the spouse
dies and under the terms of the spouse's will, all the assets are
left to the taxpayer and are now available to the taxpayer's
trustee in bankruptcy. 

The establishment of a discretionary investment trust and/or
superannuation fund in which non-core business assets are
transferred may assist in the protection of assets from the
business risk while also creating an income stream for the
founder in retirement.

In this edition of people in focus, we focus on the options available
to business owners who wish to preserve their wealth...
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Wealth and retirement planning....

It is  crucial that  a strategic plan for the family includes building
wealth for the family that is external to and separate from the
business.  

If the strategy is implemented well, it will assist in:
n facilitating succession as the founder is not financially
dependent on the business to fund their retirement; and
n protecting the family from the risk associated with the
business' trading activities.

Key issues to consider when implementing the asset
diversification strategy are:
� ability to structure an appropriate investment mix for the
family;
� ability to distribute investment assets to  next generations; ie
structuring the holding of the investment assets in appropriate
vehicles;
� ensuring the founder has a sufficient pool of assets to fund
their retirement;
� the timeframe in which the family pool of assets is to be built;
� the financing arrangements for the business and the
investment assets and whether these need to be reviewed; and

� how the family believe that they will realise their current equity
in the business; ie by sale  to the next generation, selling a
minority interest, trade sale, management buy-out etc.

Appropriate investment vehicles to own the investment assets
may include one or more of the following:
� discretionary trusts;
� non-working spouses who are not exposed to the business
risk; and
� superannuation funds.

Planning for retirement, both from a lifestyle and financial
perspective, should be part of the founder's long term wealth
creation process. The changes to capital gains tax (CGT) on 20
September 1999 incorporated some amendments in the
treatment of the sale of a small business. The complexities and
the interrelationship between small business, CGT and
retirement has resulted in this area requiring significant
planning. In short, the changes allow small business owners to
reinvest back in their own businesses with the view of realising
these assets to fund retirement. 
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For further information on any of the stories in this issue of People in Focus
contact your local Grant Thornton office.
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