An Update on Estate Planning and Owner
Transitions
According to a recent statistic, 99.8% of US
households are not subject to federal estate
taxes because they fall below the new estate
tax exemption limit of $5.43 million per
person, or $10.86 million for a married couple
(for the year 2015). The increase in the
exemption limits over the past few years has
led to a sense of complacency with a number
of business owners relating to their exposure
to this level of taxation and, as such, estate
planning recently has been de-emphasized in
the overall planning process for many
business owners. This complacency has an
unseen risk in it – that owners will ignore the
potential hazards of state estate taxes in their
overall planning. This newsletter is written to
make owners aware of the fact that there are
still estate taxes that can apply at the
individual state level that can be very large
and should not be ignored.
The Basics on Estate Planning
Planning for one’s own demise is never a
pleasant task. However, responsible business
owners routinely seek to protect the assets
which they have worked hard to accumulate
and this includes planning for your estate.
The government is your ‘silent’ partner both
while you run your business and at your
death. Knowing where the state and federal
government come into your planning is
critically important to help you protect your
wealth.

The Government’s Plan for Your
Wealth
It is important to remember that the
government has a plan for your wealth when
you die - it is up to you to plan for the
distribution of your wealth according to your
desires and to over-ride the government’s plan
as well as to avoid excessive estate taxes. And,
over the past number of years, the estate tax
laws have changed substantially. Do you
know where you stand today for turning over a
portion of your estate to the state and federal
governments?
The Federal Exemption Levels
There was a rather substantial change made to
estate tax laws in the past few years. At the
end of 2012, President Obama extended
portions of the Bush Tax Cuts, allowing the
federal exemption level to remain at $5
million per individual, or $10 million per
married couple. This exemption level also
included annual increases that in 2015 make
the total estate that can avoid federal-level
estate taxes to be nearly $11 million, as seen
earlier.
What this means is that if an entire estate is
less than $11 million (of course this includes
the value of your privately-held business) then
you [most likely] are not subject to estate
taxes at the federal level. NOTE that you
should check with your tax, legal and financial
advisors to determine what assets are
included in your gross estate for this
calculation.

As a result of these higher levels and annual
increases, the vast majority, 99.2% of
households in the United States are not
subject to federal estate taxes.
State Estate Taxes
The fact that most households, including most
business owners, have total estates that are
not subject to federal estate taxes has created
a sense of complacency amongst business
owners that they do not need further
planning.
However, there are twenty (20) states today,
plus the District of Columbia, that have their
own level of state, estate taxes. New York,
New Jersey and most of the states in the
Northeast have their own exemption levels, as
well as, their own rates that vary from the
federal exemption levels and rates. For
example, New York State has an exemption
level that is increasing incrementally every
April 1st to ultimately match the Federal level.
As of April 1, 2015, the exemption level was set
at $3.125 million per individual. New Jersey
has an exemption of $675,000 per individual.
Both New York and New Jersey have a
maximum estate tax rate of 16%.
So if you own a business worth $8 million and
other assets in your gross estate that amount
to $2 million, and you are married and live in
most any state in the Northeast, you may be
operating under the belief that since the
federal estate tax limits are nearly $11 million
dollars, that you do not need to do any
additional planning to protect your wealth
from this tax.

However, it is possible that your estate could
be assessed significantly by state, estate taxes.
And, since most privately-held business
owners have the majority of their wealth tied
to their illiquid business, it could be a
substantial challenge to pay that state, estate
tax. Again, the State and Federal Government
have a plan for your assets if you do not make
plans yourself.
Concluding Thoughts - What to Do?
The essence of transition planning is
combining personal and business planning to
meet your goals. In the process, you want to
avoid paying excessive estate taxes and
forfeiting your wealth to the government after
a lifetime of accumulation...so, ask yourself
this question:
Have you neglected to update your
estate planning in the past five years or
more?
If ‘yes’, you should set a meeting with your
estate planners to address this critical issue.
The time and money that you invest will likely
save you quite a bit in taxes, as well as provide
some peace-of-mind. Remember that no one
will force you to plan your estate. But without
proper planning, you are giving away your
right to choose where your wealth ends up.
Engage in this planning today to update your
estate plan and be certain that your wealth is
protected from excessive and unnecessary
taxation at both the federal and the state level.
It is one of the best exit planning steps that
you can take to protect your hard-earned
wealth.

About BST's Succession Planning Services
BST's succession planning services coordinates business valuation, business profitability
planning and business transition planning with personal retirement planning. Our process
provides education, timely information, document reviews, advisory team assessments, business
transfer options analysis, and a series of recommendations that identify weaknesses and blindspots that need to be addressed to maximize intrinsic value and successfully operate and transition
your privately-held business and protect your personal wealth.
Visit bstco.com or contact Steve Ferraro, Partner, at (800) 724-6700 for more information.

