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s a business owner, setting up a 
successful wealth transfer plan can 
seem especially dauting. It takes 

careful planning to ensure that your business 
assets will not have to be liquidated to pay off 
income, gift or estate taxes. Luckily, there are 
many options to ensure that your business 
legacy will benefit your family in the best way 
possible. 

To decide the best course of action for your 
business, you first must 
consider some tough 
questions. Do you want your 
children to take over 
management of your business 
or simply have a share of the 
business profits? Is your 
business functioning in a way that would allow 
your family to maintain an income? How active 
is your family in your business? Do you want to 
retire from your business or wait until your death 
to pass it on? Is there a buyer interested in your 
company? The answers to these questions will 
lead you to one of two main options for business 
transfer: 1. Continue running the business or 2. 
Sell to a potential third-party investor. 

If you choose to keep your business running after 
you are gone, the first thing to consider is whom 
you want to name as your successor. If you want 
the business to continue in the same manner to 
when you ran it, you will want to pick someone 
that you trust or has been involved with the 
business and knows the core values of your  

 

 

 

 

business strategy. If you want to keep the 
business in the family but do not have 
descendants that are interested in or capable of 
running the business, one option is to hire a 
team of advisors to assist your children in 
running the business. While your family will still 
maintain executive control and reap the benefits 
of the company’s profits, they will also have a 
business savvy team in place that can advise 
them during difficult times. Once you have 

chosen the person or persons 
you deem capable to carry on 
your legacy, you can move on 
to deciding the method by 
which you would like to pass 
on your business. 

 

Family Limited Partnerships (FLPs) 

If you choose to leave the business to a family 
member and want to maximize transfer tax, one 
option is to set up a family limited partnership. 
This type of partnership combines general and 
limited partnerships interests. It is controlled by 
one or few members and usually all the limited 
partners are members of the family. You would 
retain general partnership for yourself and keep 
a part of the limited partnership while gifting the 
remaining limited partnerships to your family 
members over time. By retaining general 
partnership, you will be able to maintain control 
of the day-to-day operations of the business and 
at the same time, by gifting shares to your family 
members, you can take advantage of gift tax 
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“According to a study by 
Northeastern University Center for 
Family Businesses, approximately 
70% of family businesses have no 

succession plan in place.” 
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exemptions. Best of all, family limited 
partnerships allow you to integrate younger 
family members into the business before they 
inherit major responsibility. If you do not feel 
your family members are ready to take on the 
duties of running a business , this is probably a 
perfect strategy to give them the time to learn 
your business plan. This can greatly ease the 
transfer of wealth by allowing you to train 
younger family members in learning not only the 
financial responsibility that comes with a 
business but also the specific set of ethics that 
you have developed for your business. 

 

Lifetime Gifts 

Simpler than a family limited partnership, using 
your $15,000 per year tax exclusion to gift your 
business interests to your future heirs can allow 
you to transfer a large part of your business tax-
free. It is important to keep in mind that this 
strategy can take a significant amount of time, 

depending on the size of your business. 
However, lifetime gifts allow you to have 
significant control over transfer amount and 
timing, so you can transfer your business in the 
way that you are most comfortable. Setting up 
gifts and transferring your business over a long 
period of time also allows you to set up goals for 
the next generation and create checkpoints to 
ensure that your wealth transfer is on track and 
your business  legacy will be carried on 
responsibly. 

Grantor Retained Annuity Trusts (GRATs) 

Establishing a GRAT for your business allows you 
to transfer the business into a trust and receive 
an income of annuity payments from the trust. 
At the end of the trust term, the value of 
retained income (the annuities given to you) is 
subtracted from the value of the business, so you 
can transfer business assets to the next 
generation at a reduced value for estate tax 
purposes. For the GRAT to be effective, GRAT 
assets need to produce a return that exceeds the 
IRS predetermined rate of return during the 
GRAT term, and the grantor needs to outlive the 
GRAT term. This option allows  you to retain 
control of the business for at least the length of 
the GRAT term, which means that you can 
establish a training or integration program for 
the next generation to take over the business. 

 

Sell 

Selling your business may be your best option if 
you do not have decedents that you can leave 
the business to or if you are ready to relinquish 
control of the business and you have an 
interested buyer. Although this means that your 
descendants will not be able to continually profit 
from the company, they will receive the profit 
from selling the business, which can help ease 
the burden of estate taxes. 

 

Selling Outright 

The simplest option is to sell your business 
outright in exchange for cash or liquid assts. This 
allows you to receive a large amount of income 
that you can use to pay estate taxes. As an added 
perk, if the sale is for the full fair market value of 
the business, it is not subject to gift or estate 

Lifetime gifts allow you  have 
significant control over transfer 
amount and timing so you can 

transfer your business in the way 
that you are most comfortable 
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taxes, which can allow you to save a lot of money 
in your wealth transfer process.  

 

Private Annuities 

A private annuity is a sale of your business in 
exchange for a life annuity. While the buyer 
takes control of your business, you are provided 
with steady income flow from the guaranteed 
annuities. These annuities last until the end of 
your life. You can also set up a joint annuity, 
which means that payments would continue 
until the end of your life or the end of your 
spouse’s life, whichever comes last. Although 
you will be receiving an income from the 
annuities, because you are still selling  the 
business, the sale is not subject to gift or estate 
taxes. There is some risk involved with the option 
depending on how late in life you set up a private 
annuity, because there is always the chance that 
you will die before the full value of the business 
is paid back. 

Self-Canceling Installment Notes (SCINs) 

Self-Canceling Installment Notes are very similar 
to private annuities, but in addition to giving you 
a steady income, SCINs also give you a security 
interest in the business to the buyer in exchange 
for a promissory note, which sets up a series of 
negotiated payments. Payments that are not 
necessarily fixed annuities. 

Moving Forward 

With each of these options, it is important to 
consider which will give you the ideal timeline 
and amount of control over your business. 
Depending on the phase of life you are in, you 
may be ready to be done with your business, or 
you may be having trouble letting go. Whatever 
your situation, the most important thing is that 

you choose a plan that allows you to feel 
comfortable with the business legacy that you 
leave behind. For more information on Next 
Steps…..contact Onyx Partners Group for 
professional advice. 

info@opgbv.com 
973.910.7828       

 

 
 

 
With a rapidly growing economy,  

Onyx Partners Group offers Business Owners 
solutions designed to help you with your needs. 

Now is the time to speak with an EXPERT that not 
only understands your industry but will take the 

time to listen to your needs. 
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Onyx Partners Group is a member of the  
National Association of Valuators and Analyst (NACVA) 
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