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Business Succession Planning

Developing a business succession plan involves several major decisions: whether to sell or gift the business,
whether the transfer should occur during your lifetime or after death, and whether ownership should pass to family
members, co-owners, employees, or outside buyers. The right strategy depends on your financial goals, family
circumstances, and long-term business objectives, and should be developed with financial and legal
professionals. Our office, which includes several Certified Exit Planning Advisors (CEPAs), can help evaluate these
options and coordinate a customized succession strategy.

SELLING YOUR BUSINESS

Outright Sale

One option is to sell the business outright, either immediately, at retirement, upon death, or at another chosen
time. Sale proceeds can fund retirement, support heirs, or cover estate taxes and final expenses. If the sale price
equals fair market value, no gift tax applies. However, selling
during your lifetime may trigger capital gains taxes.

Buy-Sell Agreement

A buy-sell agreement is a legally binding contract that
determines when, to whom, and at what price a business
interest may be sold. Typically, the business or remaining
owners have the right to purchase a departing owner’s share at
a predetermined price.

These agreements help preserve business continuity, prevent
unwanted outside ownership, and may establish the taxable value of the business interest for estate-tax purposes.
They can also provide liquidity for taxes and expenses and promote fairness among heirs.

Private Annuity

A private annuity transfers the business in exchange for lifetime periodic payments. Because the arrangement is
treated as a sale rather than a gift, the business may be removed from your taxable estate while still providing
ongoing income.

Self-Canceling Installment Note (SCIN)

A SCIN transfers the business in exchange for installment payments under a promissory note that cancels any
remaining balance at death. Like a private annuity, it can reduce estate and gift taxes while providing income, but it
also gives the seller a security interest in the business.



GIFTING YOUR BUSINESS

Many owners prefer transferring the business to children or other family members. Lifetime gifting can provide tax
advantages while allowing successors to gradually assume management responsibilities. Potential benefits
include:

e Future appreciation is removed from your taxable estate once gifted.

e Annual gifts up to $19,000 per recipient in 2026 are gift-tax exempt.

e Lifetime tax-free gifts may total up to $15,000,000 in 2026 ($13,990,000 in 2025).

e Certain transfers using GRATs, GRUTs, or FLPs may qualify for valuation discounts.

Gifting Through Trusts

Business interests may be transferred outright or through trusts. Revocable trusts provide probate avoidance and
flexibility, while irrevocable trusts such as GRATs and GRUTs can transfer the business out of your estate while
potentially retaining income for a period of time.

Family Limited Partnerships (FLPs)

An FLP allows parents to retain management control as general partners while gradually transferring limited
partnership interests to family members. FLPs can help centralize management, facilitate succession planning,
and potentially reduce estate taxes through valuation discounts.

HOW CAN WE HELP?

Our office, which includes several Certified Exit Planning Advisors (CEPAs), works closely with business owners to
develop and implement customized succession and exit strategies. We can help evaluate sale and gifting options,
coordinate with legal and tax professionals, assess business value, structure tax-efficient transfers, and create a
plan that aligns with your financial goals, family dynamics, and long-term legacy objectives. Whether your
transition is years away or already approaching, we provide guidance throughout the process to help support a
smooth and successful transfer of ownership.
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