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The Difference Between
Ownership and Control

Theideaof distinguishing between
ownership and control isanew concept for
many wedlthy families. Ownershipand
control have alwaysbeen seen astwo dies
of thesamecoin. | control what | own, and
| ownwhat | control.

Theredlity isthat these two aspects of
wealth not only can bedivided, but the
federa government hasgiven uscompelling
reasonswhy they
should bedivided.

Beforewelook at
the mgor advantages of
gplitting up ownership
and control, consider
thisintriguing but rather
provocativequestion: If

What makes this issue
so critically important
is how the federal
government chooses to
tax wealth. Ownership

thewealth you have accumul ated to taxes
(income, capital gainsand estate). So, if
you pay minimal or notaxes, youretain
control over morewesdlth. Control over
morewealth givesyou greater power and
influence.

Consider thischoice: If youhadto
choose between personally owning and
controlling $10 million, or personaly
owningand contralling
only $2million, but dso
havingtotal control over
anadditiona $25million
invariousentities
owned by others, which
would giveyou themost
power and influence?

you had to choose . s Actudly, thelatter
between owning wealth C"_"mes with '_t would.

but not having any maximum taxation. Thisisacriticaly
control over it, or Control without important paradigm shift

controlling wedlth but
not having any owner-
shipof it, whichwould
you prefer?1t’'san
interesting ideaisn’tit? Whenweask this
guestion, affluent peopleawayschoosethe
latter becausethey know that it isthe
control of wealth that givesyou power and
influence

What makesthisissuesocriticaly
important ishow thefederal government
choosesto tax wealth. Ownership carries
withit maximum taxation. Control without
ownership carrieswithit notaxation. And
totheextent you arewillingtogiveup
ownershipwhileretaining control, you can
have even morewealth to control because
youwill not belosing asignificant portion of
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ownership carries with
it no taxation.

inthinkingif youwant
tomaximizethelever-
ageof your wedlth. In
order to control greater
wesdlth, you must bewillingto giveup
ownership. You never want to giveup
control.

Hereisoneillustration of how thisidea
wouldwork. Let'sassumeyouown $2
millionin highly appreciated publicly traded
stocks. Itistimetodiversify. If yousdll
them, youwill pay $400,000in capital gains
taxes, leaving youwithonly $1.6 million.
Thenyoudie; thegovernment leviesthe
edtatetax, and your family endsup owning
and controlling only $720,000 (only 36%)
of theorigina $2 million becauseyou

continuedtoownitat al times.
(continued on page four...)
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Butif youweretotransfer that same
$2 million of stock to an Enhanced Income
Trust, youwouldimmediately get asub-
stantial incometax deductionfor the
transfer, giving you morewealthtoown
and control. Thenwhen you sdll the stock,
thestock issold tax free (sinceyou no
longer own the stock even though you still
control thetrust), and you retain control of
thefull $2million. Thisisover $400,000
more weal th and about $32,000 more
annual incometo you becauseyou gave up
ownership, but not control, of the asset.
Assumeyou usesomeof thisextraincome
to set up an Asset Replacement Trust and
fundit. Then, whenyoudie, your children
dtill retainthefull $2 million of wedthyou
originaly owned, and the other $2 million
inthe Enhanced Income Trust passesto
your Family Foundation. Your family
retains 100% control over that money as
wall.

What doesall thismean?It meansthat,
instead of paying $1.28 millionintaxes,
you pay no taxes. It meansyou will retain
control of theentire$2 millionfor therest
of your lifeinstead of only $1.6 million. It
means, instead of your children ending up
with only $720,000, they will end up with
thefull $2 million. At your death, your heirs

will have control over $2millionmorein
thefamily foundation, atotal of $4 million
of controlled wealth. That meansyour
heirsend up owning and controlling 5.5
timesmore weal th because you were
willingto giveup ownershipwhileretaining
control.

Thisisjust oneof numerousstrategies
that can beemployed alowing you and
your family to actually increasetheamount
of wealthyou control. Thefirst stepisto
become comfortabledistinguishing be-
tween control and ownership. Onceyou
have achieved an adequate comfort level
with continuing to maintain 100% control
of al your wedlth, you can begin transfer-
ring itsownership to other entitiesor your
heirs, tax free. The planning opportunities
arenow exponentially increasedin your
favor.

The Family Wealth Counsdling pro-
cesswill help you exploretheseand other
kindsof creative, uniqueand powerful
planning opportunities. It will empower
you to control even morewealth, pay
fewer taxesand have moreinfluencethan
thetraditiona approach to planning could
ever achieve. Itissmply amatter of
thinking beyond. ..
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