
Estate Shrinkage
The process of administering an estate inevitably results in some expenses. The extent of this shrinkage 
depends on many factors: the size and complexity of the estate, the nature of the estate assets and, of 
course, the actual cash spent for administration costs, debts and taxes.

Proper estate planning will avoid 
conflicts, expedite distribution, and 
reduce expenses. The objective is 
to get more to your heirs.

For discussion purposes only.  This chart illustrates generic 
situations and does not represent tax or legal advice. 
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Depreciation

 Depreciation factors consist of those costs that 
result strictly from the death of the estate owner. 
An example of a depreciation factor is the loss of 
the estate owner’s management skills to his or 
her business, resulting in a decline of the value of 
that business.

Estate Liability

 Estate liability factors are estate obligations and 
charges that must be met before the estate can be 
closed and distributed to the heirs. They consist of 
administration expenses, debts of the decedent and 
various taxes.

Liquidation

Liquidation factors consist of costs and 
expenses stemming from a forced sale of 
estate assets—the forced sale itself being 
necessitated by debts, charges, taxes, court 
decrees, etc.
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