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We live in uncertain times. From the weather to financial markets to medicine, the desire to
predict future outcomes and manage associated risks is a fundamental human endeavor that
pervades our personal and professional lives. Just as the medical profession strives to manage
health and disease risks to ensure sound health, the estate planning profession strives to manage
risks to ensure a client and his or her family’s financial health and wellbeing. Whereas the
practice of medicine focuses on the health of the individual, estate planning focuses on the
financial health of the individual and the family and decisions made today can significantly
impact family wealth for generations.

For best results, each profession requires a collaborative team approach. Whereas the medical
practice engages a team of physicians, nurses and technicians, the estate planning team consists
of attorneys, accountants, corporate trustees, investment advisors and life insurance
professionals.

FURTHER READING: Top 10 metros doctors get the biggest pay raises

Robert Uzzo, MD, professor and chairman of surgery at Temple University’s Fox Chase Cancer
Center in Philadelphia, has developed an innovative approach for understanding, communicating
and managing patient medical risk. Based on his model, all forms of patient risk can be
categorized into one of the following “quadrants of risk” (figure 1): 1) biological risk, 2) patient
risk, 3) hospital risk and 4) physician risk.

This quadrant model can provide a parallel track for estate planning advisers to follow with
corresponding quadrants: 1) discovery risk, 2) client risk, 3) institutional risk and 4) adviser risk.
Just as understanding and managing the quadrants of medical risk can result in better medical
outcomes, understanding and managing the quadrants of estate planning risk can result in
superior estate planning outcomes.

1.  Discovery Risk

For physicians, the first quadrant is “biologic risk” or the biological risk of a tumor or disease. It
represents the range of how a tumor or disease may behave.

For estate planning, the first quadrant represents “discovery risk.” Discovery is a process that
identifies and defines the client and his or her spouse’s primary goals and objectives and serves
as the foundation of a well-designed estate plan. The goal of estate planning is to first ensure that
the client will not outlive his or her resources, then plan for the orderly and secure transfer of
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wealth to children and succeeding generations. Discovery identifies family members and their
unique needs, reviews existing planning, inventories assets and liabilities (and their ownership),
determines the need for creditor and divorce protection, trusts and more sophisticated planning,
and explores charitable intentions and goals.

Substantial discovery risk is introduced if the process does not involve the frank and honest
exploration of many personal aspects of a client’s life. It is therefore essential for the adviser to
build trust to facilitate open and engaging communication to minimize this risk and set the stage
for an effective planning process. In addition, just as an individual has a need for lifetime
medical care, discovery is an ongoing process that takes place throughout the client’s and family
members’ lifetimes.

Next: Client risk

2.  Client Risk

The second quadrant of the medical risk model is “patient risk.” This looks at a patient’s health
holistically, accounting for other factors and diseases as opposed to the risk of the primary
diagnosis under consideration.

For estate planning, discovery leads squarely into the second quadrant, “client risk.” Client risk
views the client holistically looking beyond the primary planning objectives and circumstances
to a multitude of other factors that can affect the client and the client’s family’s financial health.
These factors include conflicting emotions and complex family dynamics, varying risk
tolerances, liability issues, closely held business dynamics and issues, succession timing, issues
of fairness and heirs’ marital status—just to name a few.  Clients also introduce risk by not
complying with the formalities of an estate plan which can lead to undesirable creditor and tax
outcomes.

IN CASE YOU MISSED IT: 2018 payment outlook results

The estate plan must be flexible enough to address unforeseen risks relative to the client, but also
with respect to beneficiaries: current and future children, grandchildren and subsequent
generations. Sometimes beneficiaries are unable to manage money or need to be protected from
substance abuse and other risks and, frequently, it is important to not spoil them with too much
too soon. After even a few generations, the dilution of wealth due to a growing family can be
substantial, even without taking estate taxes into account.

It is incumbent upon doctors and estate planning advisers to find ways to engage patients and
clients as vital participants in understanding and prioritizing these many competing and shifting
factors and risks.

3.  Institutional Risk

The third quadrant on the medical model is “hospital risk.” Hospital risk relates to a hospital’s
proficiency in treating a particular disease.
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For estate planning, the third quadrant represents “institutional risk.” For financial or estate
planning, there is no single entity that is the equivalent of a hospital within which planning takes
place. However, each adviser and product introduces elements of institutional risk.

The client’s estate planning team is typically comprised of attorneys and accountants, corporate
trustees, investment advisers and life insurance professionals. In addition to individual adviser
risk discussed in quadrant four below, each adviser introduces two components of institutional
risk. First, institutional risk is introduced by the firms or entities that regulate advisers. For
example, lawyers are regulated by the state bar association, insurance agents by the state
insurance department and investment professionals must be registered with a broker-dealer
(regulated by the Financial Industry Regulatory Authority or FINRA) or with the Securities and
Exchange Commission (SEC). Second, institutional risk is represented by the firm each adviser
is employed by or affiliated with and its culture and adherence to compliance requirements. With
respect to products such as marketable securities, annuities and life insurance, institutional risk is
introduced by a carrier’s reputation for treating advisers and clients fairly, the quality of its
management team and, in the case of annuities and life insurance products with long-term
commitments, financial strength and claims-paying ability (measured by the major ratings
agencies).

Government, by far the largest institution, introduces a range of risks. For example, the estate tax
has become a political football leading to laws that change almost annually.  With the current
threat of repeal of the federal estate tax (and it’s “on again, off again” nature), the states’
pressing needs for revenue and the clients’ real or perceived financial uncertainty, this playing
field will continue to change. It is essential that advisers create flexible planning structures that
maximize client access and control and that can adapt to changing laws and circumstances to
minimize these risks.

Next: Adviser risk

4.  Adviser Risk

The final quadrant is “physician risk.” In medicine, this means the quality of the skill and
experiences of the individual physician. It is essential for the physician to remain up-to-date on
the latest medical developments and to engage in an honest culture of performance review,
improvement and optimization.

For estate planning, the fourth quadrant represents “adviser risk,” perhaps the most important of
the four quadrants. When a client chooses an estate planning adviser, there will be inherent risks
based on his or her expertise, experience, capabilities, skill set, values and service offering. All
advisers are not created equal, and there is a wide range of competence. Clients sometimes
choose advisers based on friendship, not competence.  An adviser may impose his or her values
and prejudices upon the client, and it is important to keep in mind just whose estate plan it is: the
client’s.

Many advisers hold advanced degrees and/or belong to professional associations, some of which
grant highly regarded designations. In addition to educational requirements, these designations
also frequently have a strong ethical code, promote adherence to best practices and have
continuing education requirements. The internet offers access to a tremendous range of timely
topics offered by some of the best minds in the business that keep an adviser up-to-date.
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TRENDING ON OUR SITE: 5 ways to increase the value of a medical practice

Estate planners, have long been accused of operating in silos and, in fact, many do. A
collaborative team approach to estate planning is essential in order to provide a system of checks
and balances, help overcome biases, create synergies, minimize risks and most importantly
provide superior results for clients and their families. Each adviser needs to recognize their
limitations and have access to technical and other resources. Flawless design, implementation
and ongoing service is expected of each adviser on the team.

Conclusion

In these uncertain and rapidly changing times, physicians and advisers must find ways to
continually adapt and improve outcomes. In both the practice of medicine and estate planning,
understanding and managing risks is critical. An enlightened partnership requires empowerment,
trust and objectivity as the basis for making sound decisions. The bottom line is to provide
superior outcomes for the patient or client.

Each discipline includes the formation and utilization of collaborative teams and a process to
reduce risks by developing, analyzing, critiquing and promoting best practices. In either field,
with each improvement an inherent risk is reduced, and we all move a step forward with
improved patient and client outcomes.
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