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hat will happen to all of the things you have worked so hard for when

you stop working? My goal is to teach you how to protect the fruits of your of your
labor.
If you are like most people I have met in my 15 years of doing business, you have
probably never had a discussion with your family about finances or how things
should work once you pass. Understandably, it is an uncomfortable conversation,
but one that is so crucial to your family’s wellbeing. In the African American
community, it is common for the sole breadwinner to not have a will or family trust.
If you are the sole breadwinner and do not have a will or family trust, you have
some very big decisions to make. In the next chapter, we will discuss the benefits
of a trust over a will. Until then, take a look at the following questions because your
answers will provide insight into where you are and what immediate steps need to
be taken moving forward so that your estate does not end up getting contested in
probate court should something happen to
you unexpectedly.
1. Do you have a will?
2. Have you established a trust?
3. Do you own a business? If so, have you formed separate legal entity?
4. Do you own any real estate?
5. Do you have children?
6. Do you own a private reserve account for you and your spouse?
7. Do you have a private reserve account for each of your children?

Let’s breakdown some of these questions...
Establishing whether or not you have a will or trust is at the top of the list because if
something happens to you, these documents will be deferred to when dividing your
assets. If neither exists, your business, property, or other assets of any kind can be
contested and potentially taken away from their rightful in-heritors.
If you have assets—including your home, accounts, and real estate—you should
consider having a will or trust in place. The reason is simple: you have worked very
hard to accumulate what you have and when you pass away, you want to make
sure your assets remain in your family. Obviously, this is key in creating generational
wealth, but it is also just good business. Transferring a business to a loved one is a
bit trickier than dividing your assets among your loved ones, which brings us to the
next important question: is your business a separate legal entity? I have seen it so
many times in my career: a family loses a loved one’s business because it was not a
separate legal entity and the estate taxes were so high that the family could not
afford to pay them. In essence, selling the business becomes more feasible than
keeping it. The truth is that being a separate legal entity can result in a more
advantageous, affordable tax situation and provide more tax benefits for business
owners, which is just one of many reasons why you should consider consulting
with a CPA or an attorney regarding your business formation.
Let’s start with the basics. What does forming a separate legal entity mean?
Essentially, it means that your company is viewed as a legal entity in the eyes of the
law. This means that the company can file lawsuits, sell property, buy property, be
taxed, and yes, even commit crimes! Forming certain legal entities is crucial to you
because it also means that your business protects you from personal liability,
company obligations, and debts within certain limits.
As a legal entity, your business will be viewed and treated separately from you. So, if
your company fails, the shareholders will only lose the amount of the purchase price
of their original shares. Obviously, if you are the sole shareholder, you are the only
one suffering the financial loss.

As we discussed in chapter one, the IRS always gets its share. So, while we have
talked about how becoming a separate legal entity can be beneficial to you from a
tax perspective, do not assume that your company will not be taxed. For example, a
C-corporation is taxed at two levels: for the corporate entity and at the shareholder
level where shareholders are taxed on dividends received. The idea is to pay your
share and nothing above that, which is something a tax attorney or CPA can help
Becoming incorporated requires filing the Articles of Incorporation in your state,
along with other forms. The Articles of Incorporation is a document you will file with
the Secretary of State. Once this is completed, your state will issue a Certificate of
Incorporation that legally entitles your business to operate. When filing, you have to
provide the following basic information for most states, although specific
requirements may vary:

• The purpose of your corporation;
• Your name, address, and the names and addresses of any other
incorporators;

• The type and amount of capital stock your corporation will be authorized to
issue; and

• The privileges and rights of any and all stockholders.
It may seem like a lot of work, but it is worth the investment required to establish a
separate legal entity. Keep in mind that the tax benefits are one common motivation
for many business owners to invest the time and money—because it costs money
—to create a separate legal entity for their companies. That being said, let’s look at
two other reasons why you might specifically consider incorporation:

• Unlike other legal structures, such as a sole proprietorship or partnership, the

life of your corporation will not be dependent on your life. Remember, we are
talking about creating generational wealth. Once that entity has been formed,
your business can continue until it accomplishes a specific goal, merges with

another company, is sold, or goes bankrupt. In other words, it can go on
indefinitely and, if you take the appropriate steps as we have been discussing,
it can exist within your family for many years, accomplishing your goal of
creating generational wealth.

• Keeping with our overall creating generational wealth theme, having shares of

your business that are easily transferrable is another major bonus of becoming
incorporated. With your corporation, ownership interest can be easily sold,
transferred, or given away to another family member. With corporations, your
shares represent your rights and privileges. You may quickly and efficiently
transfer business ownership by simply signing the back of each stock
certificate. To bring this full circle, if you are personally unable to transfer the
stocks, your attorney could refer to your trust for instructions for handling the
transaction.

Question number four is, “Do you own real estate?” If you do, it becomes even
more crucial for you to work with an estate planning attorney who can advise you
on how to
manage your real estate within your will and/or trust. We will discuss estate planning
in more detail in the next chapter.
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