
Business Owners: Ensure Your Estate Plan and Asset Protection Plan Work in 

Tandem 

When it comes to assets, your business is likely to be your most valuable. That’s why it’s 

important for your estate plan and your asset protection plan to complement each other. Each 

serves a distinct purpose, but when coordinated properly, they can help ensure that your wealth is 

preserved, liabilities are minimized and the business can transition smoothly to the next 

generation. 

Two plans at odds against each other 

Your estate plan determines how your assets will be distributed upon your death or incapacity. 

Your asset protection plan, on the other hand, focuses on shielding your wealth from potential 

creditors, lawsuits and other financial risks during your lifetime. For business owners — who 

often face elevated liability exposure — asset protection is particularly important. 

The challenge arises when these two plans are developed independently. An estate plan that 

ignores asset protection risks could leave inherited wealth vulnerable to creditors, legal disputes 

or divorce. Conversely, an aggressive asset protection strategy that doesn’t consider estate 

planning goals may create unintended tax consequences or complicate the transfer of assets to 

heirs. Aligning the two ensures that asset protection strategies don’t undermine your legacy 

objectives — and vice versa. 

Ownership structure makes a difference 

An important factor tying estate planning and asset protection together is ownership structure. 

How a business is legally organized — whether as a sole proprietorship, partnership, limited 

liability company (LLC) or corporation — can play a significant role in both liability exposure 

and transferability. 

For example, many business owners operate as LLCs or corporations to create a legal separation 

between personal and business assets. This structure can help limit personal liability in the event 

of business debts or lawsuits. However, ownership interests in these entities still need to be 

addressed in the estate plan. Without proper planning, those interests could pass through probate, 

be subject to disputes among heirs or end up in the hands of individuals unprepared to manage 

the business. 

Integrating ownership structure into your estate plan allows you to control how and when 

ownership transfers occur. Tools such as revocable living trusts, family limited partnerships 

(FLPs) or buy-sell agreements can provide a framework for succession while maintaining asset 

protection benefits. For instance, placing business interests into a trust may help avoid probate 

and ensure continuity of management, while still preserving liability protections offered by the 

underlying entity structure. 

Ownership structure also affects valuation and tax considerations. Certain entities and planning 

techniques may allow for valuation discounts when transferring ownership interests to heirs, 

reducing potential gift or estate tax exposure. However, these strategies must be carefully 

coordinated with asset protection goals. Improper structuring could weaken liability protections 

or trigger scrutiny from the IRS. 



Another key consideration is the role of trusts in bridging estate planning and asset protection. 

Trusts can serve multiple purposes, including facilitating asset transfers, maintaining privacy, 

and protecting beneficiaries from creditors or poor financial decisions. For business owners, 

irrevocable trusts may be used to remove assets from the taxable estate while also shielding them 

from future claims. Meanwhile, properly drafted trust provisions can ensure that business 

interests remain under capable management, even if beneficiaries lack experience. 

Work with your advisors 

Ultimately, the stakes are too high for business owners to treat estate planning and asset 

protection as separate exercises. A disconnected approach can lead to gaps in coverage, 

unnecessary taxes, and increased risk of disputes or financial loss. An integrated strategy can 

provide a cohesive framework that protects assets during your lifetime and ensures they’re 

transferred according to your wishes after your death. Given the complexity involved, work 

closely with your estate planning advisor, attorney and financial advisor to develop and regularly 

review both plans.  


