Name: ___Example___


Discrete Math

Sec. 2.2: Estate Division

Imagine you and your partner(s) have inherited an estate that includes the following:

· a 2-bedroom, 1200 square foot condo on Waikiki Beach

· a 2008 Jaguar XK with 11,000 miles on it

· a baseball card collection that includes rookie cards of Hank Aaron, Cy Young, and Ted Williams

· $240,000 cash

How will you divide the estate?  We’ll consider one method of trying to satisfy as many people as possible.  Follow the algorithm step by step, and then compare the final results to what you might expect to be the outcome.

Step 1: Each person should place a bid on what he or she considers each item is worth (other than the cash).  Complete a table to show each person’s bid.  Then add up the values in each column to determine the total value each person considers the estate to be worth.

	Name
	Charlie
	Ellen
	Glen
	Mary

	Condo
	1,200,00
	800,000
	1,000,000
	650,000

	Car
	50,000
	60,000
	55,000
	47,000

	Cards
	5,000
	8,000
	15,000
	60,000

	Cash
	240,000
	240,000
	240,000
	240,000

	TOTAL
	1,495,000
	1,108,000
	1,310,000
	997,000


Step 2: Determine each person’s fair share.  Take each individual’s total assessment of the estate’s value and divide that by the number of people.  For example, if three people are dividing an estate, and Sue has valued the estate at $900,000, then Sue’s fair share would be $900,000/3 = $300,000.  In other words, Sue should receive $300,000 in cash and/or property in order to get what she believes is fair.  Write each person’s fair share below.

Charlie: 1,495,000 / 4 = $373,750

Ellen: 1,108,000 / 4 = $277,000

Glen: 1,310,000 / 4 = $327,500

Mary: 997,000 / 4 = $249,250

Step 3: Distribute the estate items.  Each item goes to the high bidder for that item.  If Stu bid more on the condo than any other heir, then Stu gets the condo.  Circle the high bid for each item to show who receives it.  See the ovals above.

Step 4: Begin keeping track of the pool of cash in the estate.  In this case, the pool of cash starts with $240,000.

Step 5: Balance out the value of items received with each individual’s fair share.  If the person received more than his or her fair share, then that person must pay in to the pool of cash.  If the person received less than his or her fair share, then that person collects from the pool of cash.  For example, if Sue’s fair share is $300,000 and she received items that she valued at $200,000, then she collects $100,000 in cash.  If Stu’s fair share was $400,000 and he received $500,000 worth of goods, then he must pay in $100,000 to the pool of cash.  Keep track of the pool of cash below by showing how much each individual in your group collects from or pays in to the pool of cash.  (Make sure you indicate whether a person collects or pays.)

Charlie: Fair Share – Received  = 373,750 – 1,200,000 = -826,250


Charlie must pay in $826,250, which is added to the pool of cash.


Pool of Cash: 240,000 + 826,250 = $1,066,250

Ellen: Fair Share – Received = 277,000 – 60,000 = 217,000


Ellen receives $217,000 from the pool of cash.


Pool of Cash: 1,066,250 – 217,000 = $849,250

Glen: Fair Share – Received = 327,500 – 0 = 327,500


Glen receives $327,500 from the pool of cash.


Pool of Cash: 849,250 – 327,500 = $521,750

Mary: Fair Share – Received = 249,250 – 60,000 = 189,250


Mary receives $189,250 from the pool of cash.


Pool of Cash: 521,750 – 189,250 = $332,500

Everyone has received his or her fair share of the estate, and the pool of cash still contains $332,500.

Step 6: Divide any money remaining in the pool of cash evenly among the heirs.  

332,500 / 4 = 83,125 so each person receives an additional $83,125.
Step 7: Determine the total value of all goods and cash that each person received.  Compare that to each person’s fair share, as calculated in Step 2.

Charlie: $1,200,000 house – 826,250 paid in + 83,125 cash returned = $456,875

Ellen: $60,000 car + 217,000 cash + 83,125 additional cash = $360,125

Glen: $327,500 cash + 83,125 additional cash = $410,625

Mary: $60,000 baseball card collection + 189,250 cash + 83,125 additional cash = $332,375

