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Framework At A Glance 
Formal Definition 
The Enterprise Continuity Stress Test™ is an evidence-based diagnostic framework that 
determines whether an operating family can preserve control and complete essential decisions 
when enterprise concentration, credit tightening, market impairment, liquidity obligations and 
succession timing converge. 

The Governing Problem 
A family can be wealthy, profitable and conventionally diversified while the same operating 
enterprise still supplies its income, collateral, retirement capital, tax funding, family support and 
future inheritance. Under ordinary conditions, those dependencies may remain hidden. When 
several conditions deteriorate together, the family can lose time and choice before it loses stated 
net worth. Value can remain substantial while decision space narrows. 

The Diagnostic Outcome 
The Stress Test produces a documented Continuity Exposure Profile and Correction Register. It 
identifies supported pathways, conditional pathways and gating exposures, then assigns each 
unresolved dependency to an evidence owner, responsible discipline, deadline and fallback. It 
does not calculate a weighted score or average away a material failure. 

What The Framework Is Not 
 It is not a business valuation, audit, solvency opinion or prediction of a market event. 
 It is not a portfolio model, product recommendation or universal set of stress percentages. 
 It is not a legal, tax, accounting, insurance, lending or investment opinion. 
 It does not replace The Merrick Spitters Asset Security Framework™, The Operating 

Dynasty Architecture™ or Integrated Succession Architecture™. 
 It does not promise that an enterprise, asset value, financing arrangement or family 

relationship will be preserved. 
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Canonical Architecture 

 
Figure 1. The canonical Five-Domain × Four-Test Model. Evidence and scenario assumptions enter the model; 

unsupported material dependencies emerge as gating exposures. 

The model uses the consolidated family balance sheet as its unit of analysis. The operating 
business, farm, land, real estate, financial portfolio, insurance values, liabilities, guarantees, tax 
exposures and transition obligations are reviewed together. This prevents a diversified 
investment account from being mistaken for a diversified family structure. 

The Five Stress Domains 
1. Enterprise Concentration And Cash-Flow Dependence 
Tests how many family objectives depend on the same enterprise, property base, operating cash 
flow or founder. The purpose is not to condemn concentration; it is to identify when the wealth-
creating asset has also become the family’s only income source, liquidity source, borrowing 
base, retirement plan and transition fund. 

Required evidence: Entity-level financial statements; family income map; distributions and 
salaries; customer and supplier concentrations; operating reserves; working-capital needs; 
personal guarantees; collateral schedules; key-person dependencies. 
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2. Credit, Collateral And Refinancing 
Tests whether essential operations and family choices remain viable if a lender changes terms, a 
renewal is delayed, collateral values are reduced or a founder’s guarantee can no longer be relied 
upon. 

Required evidence: Loan agreements; maturity calendar; covenants; collateral and guarantee 
schedule; committed versus uncommitted facilities; interest-rate terms; lender-review triggers; 
replacement-signatory requirements. 

3. Market, Valuation And Liquidity Mismatch 
Tests whether the family’s financial portfolio and saleable assets can perform their assigned jobs 
after a defined impairment, without assuming that quoted value equals usable value on the 
required date. 

Required evidence: Investment mandates; custody and account registrations; liquidity and 
settlement terms; tax cost; redemption gates; pledged assets; valuation methods; sale timelines; 
market-concentration exposures. 

4. Obligations And Accessible Independent Capital 
Applies The Liquidity Gap™ to each defined event. Transition obligations due are compared 
with capital that is accessible, reliable, in the correct entity and available at the required time. 

Required evidence: Tax estimates; payroll and working capital; debt repayment; buyouts and 
redemptions; equalization and family support; professional costs; cash and near-cash; contractual 
liquidity; committed financing; sale proceeds and contingencies. 

5. Leadership, Authority And Succession Timing 
Tests whether the enterprise and family can make decisions if the founder or another key person 
cannot act, and whether the time required to coordinate a viable transition exceeds the time 
actually available. 

Required evidence: Signing authorities; powers of attorney; wills and trusts; shareholder 
agreements; board and management mandates; successor readiness; key relationships; decision 
calendar; insurer, lender and tax lead times. 
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The Four Tests Applied To Every Domain 
Test Locked Question Evidence Standard Continuity Meaning 

Control 
Who has final authority now, 
and who can act if a key person 
cannot? 

Current legal ownership, signing 
authority, mandates, governance and 
incapacity documents. 

A viable path must not depend on 
authority that disappears during the 
scenario. 

Access 
Can the required asset, account, 
capital or record be reached 
when it is needed? 

Liquidity terms, account access, 
settlement timing, legal ownership, 
borrowing terms and due dates. 

Nominal value is not counted when 
access is delayed beyond the 
decision date. 

Independence 
Which lenders, markets, 
custodians, technologies, 
jurisdictions or people must 
continue to perform? 

Contract terms, custody and title records, 
lender commitments, system maps and 
named alternatives. 

A pathway is conditional when it 
depends on an approval, renewal, 
sale or person that is not secured. 

Continuity 
Can ownership, operations, 
authority and family purpose 
remain workable through the 
event? 

Succession plans, funding, successor 
readiness, tax and legal analysis, 
documented responsibilities and tested 
procedures. 

The test asks whether the family 
can still choose to hold, refinance, 
sell, transfer or wind down 
deliberately. 

 

Evidence Rule 
A “yes” must point to a current document, committed source of capital, named decision-maker or tested 
process. A forecast, informal assurance, unapproved loan, expected sale or undocumented successor is an 
assumption - not evidence. 

Scenario Design Standard 
The Stress Test does not impose one generic percentage shock on every family. Scenario severity 
must be documented and tied to the enterprise’s own history, lender terms, market exposures, 
legal obligations and transition circumstances. At least one compound scenario must make 
several pressures arrive together because continuity failures are often caused by convergence 
rather than by a single event. 

Scenario Field Required Specification Acceptable Evidence 

Forcing event 
Name one event: incapacity, death, key-person 
departure, operating shock, renewal failure, internal 
transfer, external sale or wind-down. 

Event definition, affected people and entities, 
first decision date. 

Enterprise assumption Define the cash-flow, margin, receivable, customer or 
operating disruption. 

Historical downturn, covenant case, budget 
sensitivity or documented management scenario. 

Credit assumption Define rate, renewal, collateral, guarantee or 
availability change. 

Current facility terms, lender conditions, maturity 
dates and committed alternatives. 

Market assumption Define impairment, redemption, settlement or sale-
delay assumptions. 

Mandate exposures, historical stress, liquidity 
terms and valuation evidence. 

Obligations List amount range, responsible entity and required date 
for every material payment. 

Tax estimate, debt schedule, payroll, agreement, 
family obligation or professional estimate. 

Authority assumption Identify who is unavailable and who must act instead. Current mandates, legal documents, delegation, 
successor and relationship-transfer evidence. 
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Required Time Anchors 
 First-action date: the earliest date on which authority, cash or a decision is required. 
 Financing date: the next covenant test, renewal, refinancing, maturity or guarantee review. 
 Obligation date: the date or range in which tax, debt, payroll, buyout, equalization or family 

support must be funded. 
 Coordination lead time: the verified time required for legal, tax, insurance, lending, 

valuation, governance and successor work. 
 Transition horizon: the period required to complete the intended transfer, sale, professional-

management transition or orderly wind-down. 
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Diagnostic Findings Without A Numerical Score 
Evidence Classifications 
Every material answer is classified by the strength and availability of the evidence before an 
exposure status is assigned. 

Class Meaning Required Treatment 

Verified Supported by a current document, written confirmation 
or tested process. May be relied on within the stated scope and date. 

Conditional Reliable only if specified conditions are met. Record the condition, owner and deadline; test the fallback. 

Assumed Expected but not independently confirmed. Do not treat as available until verified. 

Unavailable Cannot be used by the correct person or entity in the 
required time. Treat as a continuity exposure and correct or replace it. 

Exposure Status 
Each material question receives one evidence status and one exposure status. No points are 
awarded. No weights are applied. The family’s overall report is the set of unresolved gating 
exposures, because one unaddressed failure in authority, liquidity or timing can control the 
outcome even when every other area appears strong. 

Status Definition Minimum Record 

Supported Current evidence demonstrates a viable path through the defined 
scenario within the required time. 

Document or commitment; responsible 
person; date verified; fallback where 
appropriate. 

Conditional 
A path may exist, but it depends on an uncommitted approval, 
future sale, market value, key person, incomplete document or 
untested process. 

Condition; decision date; owner; 
evidence still required; contingency. 

Gating Exposure 
The scenario cannot presently be met without a forced sale, 
emergency refinancing, loss of authority, operating impairment or 
unacceptable delay. 

Consequence; first deadline; 
responsible discipline; correction 
action; interim control. 

 

Core Calculations 
Calculation Expression Interpretation 

Liquidity Gap™ 
Transition obligations due − accessible 
independent capital available at the required 
time 

A positive amount is an unfunded obligation. The evidence 
supporting amount, timing, legal access, reliability and 
competing claims matters as much as the arithmetic. 

Coordination Lead-Time 
Gap 

Verified time required to complete 
coordination − time available before the 
forcing date 

A positive duration indicates Succession Compression™: the 
work requires more time than remains. 

Uncommitted Refinancing 
Exposure 

Debt and required facilities coming due in the 
test window − committed replacement 
financing 

The result shows how much continuity depends on future 
lender approval rather than committed capacity. 

Stressed Funding Deficit 
Defined obligations and essential operating 
cash needs − stressed cash flow and verified 
funding sources 

The deficit identifies the amount that would otherwise require 
a sale, emergency credit, distribution reduction or operating 
impairment. 
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These calculations are diagnostic, not valuation or tax opinions. Every input must show its 
source, owner, date and confidence. Amounts from different entities cannot be combined unless 
legal access and transfer timing are confirmed. 
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The Eight-Step Stress Test 
1. Define the continuity objective. State what the family wants to remain free to do: hold, 

refinance, transfer, sell, professionally manage, divide or wind down. 
2. Build the consolidated family balance sheet. Map the enterprise, property, investments, 

insurance, liabilities, guarantees, obligations and the people who depend on them. 
3. Specify the compound scenario. Record the forcing event, operating, credit, market, liquidity 

and authority assumptions, with actual dates. 
4. Assemble the evidence pack. Separate current documents and commitments from estimates, 

conversations and expectations. 
5. Apply the five stress domains through Control, Access, Independence and Continuity. 
6. Calculate the Liquidity Gap™, coordination lead-time gap, uncommitted refinancing 

exposure and stressed funding deficit where relevant. 
7. Create the Continuity Exposure Profile and Correction Register. Assign each gating exposure 

to a person, professional discipline, deadline and fallback. 
8. Re-test after correction and after every material change in ownership, debt, health, leadership, 

tax, jurisdiction, family purpose, market access or custody. 
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Working Records 
Stress Scenario Specification 

Field Current Evidence / Assumption Owner Date / Window Confidence 

Forcing event    
Verified / 
Conditional / 
Missing 

Enterprise shock     

Credit shock     

Market or valuation 
shock     

Liquidity obligations     

Leadership or authority 
loss     

 

Continuity Exposure Register 

Domain Four-Test Finding Status First Deadline Responsible 
Discipline Correction / Fallback 

1      

2      

3      

4      

5      
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Composite Application 
The $310-Million Operating Family 
This hypothetical example is a diagnostic illustration, not a valuation, tax opinion or 
recommendation. All amounts are Canadian dollars. The family is assumed to be Canadian-
resident solely for the example; legal, tax and filing consequences must be confirmed for the 
actual owners, entities and jurisdictions. 

Asset Calm-Condition 
Value Role Primary Dependency 

Agricultural land $175 million Core productive asset Commodity economics, operating continuity and land-market 
liquidity 

Income-producing real estate $60 million Income and collateral Occupancy, capitalization rates and refinancing terms 

Operating companies $45 million Enterprise value and cash 
flow Leadership, customers, lenders and key-person continuity 

Financial portfolios $30 million Independent financial capital Market value, mandate, custody and settlement access 

Total $310 million Consolidated calm-condition 
value Not a post-stress net-worth calculation 

Illustrative Scenario Assumptions 
No universal stress percentages are implied. The 30% public-market decline below is a case-
specific hypothetical. Commercial real-estate weakness and tighter credit are treated as 
unquantified assumptions unless current appraisal, lease and lender evidence supports a numeric 
result. 

Scenario Field Current Evidence / Assumption Status Date / Window 

Forcing event Founder dies after six months of deteriorating health. Assumed Month 6 

Market shock Public markets decline 30%; the $30M portfolio becomes $21M before fees 
and tax. Assumed Before first obligation 

Real estate Values and refinancing conditions weaken; no numeric decline is assigned. Assumed Test window 
Credit Lenders reduce refinancing proceeds or add conditions. Conditional Next renewal 

Transition funding $24M preliminary combined estimate for tax, buyout, equalization and 
professional costs. Conditional Illustrative nine-month 

deadline 

Authority Successor authority, signing access and lender approvals are not yet 
evidenced. Unavailable First-action date 

The $24M amount depends on adjusted cost base, ownership, jurisdiction, applicable spouse, 
farm-property or qualified-small-business-corporation-share rules, rates, elections, filing dates 
and payment dates. Confirm the actual amount and deadline under the Income Tax Act and current 
Canada Revenue Agency guidance with qualified Canadian tax and legal advisers. The illustrative 
amount is not a tax opinion. 

Five-Domain Findings 

Domain Four-Test Finding Status / First 
Deadline Correction / Fallback 

1. Enterprise concentration Land, real estate and operating-company value depend on 
rates, credit, cash flow and founder continuity. Conditional / 30 days 

Document cash-flow 
dependencies, operating reserves 
and management continuity. 
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Domain Four-Test Finding Status / First 
Deadline Correction / Fallback 

2. Credit, collateral and 
refinancing 

Refinancing proceeds may contract; committed alternative 
capacity is not evidenced. 

Conditional / next 
renewal 

Confirm lender terms and 
establish a committed correct-
entity alternative. 

3. Market, valuation and 
liquidity mismatch 

The portfolio falls from $30M to $21M under the specified 
shock; mandate, custody and settlement access remain 
unverified. 

Conditional / before 
obligation 

Confirm authority, mandate, 
custody, settlement timing and 
protected reserve. 

4. Obligations and 
accessible independent 
capital 

$24M conditional obligation exceeds $21M stressed portfolio 
value by at least $3M before fees, liquidation tax and 
operating needs. 

Gating Exposure / nine 
months 

Validate the obligation and 
secure committed, correctly 
owned funding with a tested 
fallback. 

5. Leadership, authority 
and succession timing 

Founder is unavailable and interim or permanent authority is 
not documented. 

Gating Exposure / first 
action 

Establish interim and permanent 
authority; test access with every 
institution. 

Visible Liquidity Result 
Under only the specified market shock, the visible minimum Liquidity Gap™ is $3M: $24M of 
conditional transition funding less $21M of stressed financial capital. This is a floor, not a 
complete funding deficit. 

Measure Before Stress After Specified Event Diagnostic Meaning 

Independent financial capital $30M $21M 6.8% of the pre-stress $310M balance sheet; no complete post-
stress net-worth calculation is claimed. 

Illustrative transition funding Not yet due $24M conditional estimate Amount, payer, jurisdiction and due date require professional 
confirmation. 

Visible minimum gap Not applicable $3M Excludes operating needs, fees, liquidation tax, claims and 
access constraints. 

Decision space Deliberate Capital may be sold or 
pledged into weak markets 

Control may shift to lenders, counterparties, tax deadlines or 
family conflict. 

Stress-test conclusion: The visible $3M shortfall is only the immediately measurable 
exposure. The gating issue is whether the correct person and entity can exercise authority and 
access committed capital before the earliest deadline. 

Order of work: verify ownership and authority; obtain jurisdiction-specific tax, valuation and 
debt evidence; confirm the decision calendar; secure independent committed liquidity; document 
fallbacks in the Continuity Exposure Profile and Correction Register; then re-test the entire 
system. 

Implementation And Governance 
Who Owns The Test 
The family or enterprise owner owns the continuity objective and priorities. A designated 
coordinator, applying The Central Orchestration Model™, maintains the evidence register, 
scenario assumptions, decision calendar and correction log. Independent legal, tax, accounting, 
valuation, lending, insurance and investment professionals retain their own mandates and 
confirm matters within their disciplines. Coordination does not merge regulated roles or create a 
blended advisory entity. 
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Review Triggers 
 Material acquisition, sale, borrowing, refinancing, guarantee, covenant or collateral change. 
 Change in health, capacity, leadership, successor willingness or key-person dependence. 
 Change in ownership, shareholder agreement, will, power of attorney, trust, beneficiary or 

custody structure. 
 Material change in tax law, jurisdiction, residence, family purpose or equalization 

expectation. 
 Material market impairment, portfolio mandate change, liquidity restriction or counterparty 

change. 
 At least one scheduled annual evidence refresh even when no material event is apparent. 

Relationship To The Merrick Spitters Architecture 
Relationship Correct Role No-Overlap Boundary 

Governing architecture The Merrick Spitters Asset Security Framework™ supplies 
Control, Access, Independence and Continuity. 

The Stress Test applies the Four Tests; it does not replace or 
redefine the master framework. 

Coordinating architecture 
The Operating Dynasty Architecture™ determines how an 
operating family orders, structures and transitions its enterprise and 
family capital. 

The Stress Test diagnoses exposure; the Architecture 
coordinates implementation. 

Upstream diagnostic The Dual Balance Sheet Concept™ distinguishes visible financial 
value from structural capacity. 

The Stress Test uses the two balance sheets as input; it does 
not create a competing balance-sheet concept. 

Funding diagnostic The Liquidity Gap™ tests amount, timing, access, reliability, entity 
and consequence of transition capital. 

The Stress Test uses the Liquidity Gap™ within a broader 
compound scenario. 

Timing theses 
Succession Compression™ tests whether required work exceeds 
available time; The Discretion Compression Thesis™ explains 
narrowing decision corridors. 

Neither thesis is converted into a score or renamed as a stress 
domain. 

Downstream implementation The Five Pillars of Succession Security™ and Integrated 
Succession Architecture™ organize transition-specific work. 

The Stress Test identifies what must be corrected; it does not 
perform professional implementation. 

Human transition The Graceful Exit™ addresses personal readiness, identity, family 
clarity and freedom beyond ownership. 

It complements, but is not absorbed into, the enterprise 
diagnostic. 

The Central Orchestration Model™ Defines how the owner, coordinator and independent disciplines 
work from one evidence register and decision calendar. 

Preserves professional accountability while reducing 
coordination failure. 

 

Intended Outcome 
The intended outcome is not the permanent preservation of every asset or enterprise. It is the 
preservation of voluntary choice. A prepared family can continue operating, refinance, raise 
capital, transfer ownership, professionalize management, sell, divide or wind down because its 
authority, liquidity and decision time have been engineered before pressure makes the choice. 

Educational And Professional-Role Disclaimer 
This framework is educational and diagnostic. It is not legal, tax, accounting, investment, 
insurance, valuation, lending or other professional advice, and it does not create a fiduciary, 
advisory or other client relationship. Any illustrative values, percentages, timing assumptions or 
conclusions must be replaced with current evidence and confirmed by qualified professionals 
acting within their own disciplines. Merrick Spitters Reset Report™, PFC Wealth Solutions™ 
and any participating independent professionals act only in their stated capacities; coordination 
does not create a blended advisory entity or transfer regulated responsibility. 
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