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IMPORTANT: This presentation is designed to provide general information

about ideas and strategies. It is for discussion purposes only since the

availability and effectiveness of any strategy are dependent upon your

individual facts and circumstances. Always consult with your independent

attorney, tax advisor, investment manager, and insurance agent for final

recommendations and before changing or implementing any financial, tax, or

estate planning strategy.

Neither U.S. Trust nor any of its affiliates or advisors provide legal, tax or

accounting advice. You should consult your legal and/or tax advisors before

making any financial decisions.

U.S. Trust operates through Bank of America, N.A., and other subsidiaries of

Bank of America Corporation.

Bank of America, N.A., Member FDIC.

© 2018 Bank of America Corporation. All rights reserved. | 0418MDR |
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MOVING ON: HALF OF BUSINESS OWNERS PLAN TO EXIT THEIR BUSINESS 

IN THREE YEARS

3

% CONSIDERING AN EXIT OR OWNERSHIP 

CHANGE WITHIN THREE YEARS 
• One-half (52%) of business owners overall 

and two-thirds of Millennial owners plan to 

exit their current business within the next 

three years

• Yet most – about seven in 10 –have not 

established a formal strategy

• Millennial owners are more likely than 

owners overall to want to sell or transfer 

ownership of their business to family 

members

Q91.  Which of the following actions, if any, do you plan to take or are considering taking over the next three years?  (Business owners) 

Q94. Which of the following do you have? [Formal exit strategy]

52% 65%

25%
23%

18%

4% 5%

29% 28%
30%

9%

2%

Sell entire

business to a

buyer outside

the family

Sell an

ownership stake

to outside buyer

or investor

Transfer

ownership to

family

member(s)

Sell ownership to

family

member(s)

Close the

business

All current owners Millennial owners

EXIT STRATEGIES BEING CONSIDERED
ALL CURRENT OWNERS VS. MILLENNIAL OWNERS

ALL CURRENT

OWNERS
MILLENNIAL

OWNERS

% WHO HAVE/ DON’T HAVE  A 

FORMAL EXIT STRATEGY

Yes

31%
No

69%

Yes

30%

No

70%

ALL CURRENT

OWNERS

MILLENNIAL

OWNERS

MOVING ON: AFTER THE EXIT:  NEXT PHASE OF LIFE OR CAREER BEGINS

• While about four in 10 owners plan to 

retire and move on to the next stage of 

life beyond work in the next three years, 

one in three plans to remain active in 

their business

• Millennial owners are more likely to start 

a new business or invest in one

4
Q92.  What do you plan to do after exiting your business? 

PLANS AFTER EXITING THE BUSINESS
ALL CURRENT AND MILLENNIAL OWNERS

39%

31%

17% 18%

23%

35%

27%

18%

Retire and quit

working

Remain involved in

former business in a

governance or

advisory capity

Start a new

business

Become a partner or

co-owner of another

business

25%

30%

19%

2%

36%

20%

25%

0%

Invest in one or

more other

businesses

Volunteer time or

skills

Teach Something else

All current owners Millennial owners
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MOVING ON:  MOST AREN’T PREPARED TO RESPOND QUICKLY TO 

UNEXPECTED ADVERSE EVENTS

• In the event of unexpected adverse 

events that could substantially affect the 

value of the business, few business 

owners have plans in place to act quickly, 

whether it is a contingency plan, a crisis 

communications plan, a succession plan 

or financial plan

• Most do not have rapid response plans in 

place to address an unexpected death, 

illness or disability of the owner or one 

or more partners, a decline in the 

cognitive health of the owner or a 

partner

70%

70%

72%

74%

76%

81%

81%

82%

83%

84%

Unpexpected death, illness or disability of

owner or partner

Allegation of fraud, negligence or illegal

action

Theft or breach of inellectual property

Sudden business downturn or loss of key

account, client or deal

Loss of business value from disruptive

competitor or market event

Loss of credit or access to capital

Decline in mental or cognitive capacity of a

co-owner or partner

Claim to ownership of business assets or

income (divorce claim, heir dispute)

Substantial labor or wage law suit

Decline in own mental or cognitive

capacity

5
Q93.  For which of the following does your company have a proactive or rapid response plan to handle each of the following if they were to occur?  (Business owners) 

% WHO DON’T HAVE PROACTIVE OR RAPID RESPONSE PLANS IN PLACE
ALL CURRENT BUSINESS OWNERS

MOVING ON: AT LEAST SEVEN IN 10 OWNERS HAVEN’T TAKEN STEPS TO 

PROTECT THEIR BUSINESS ASSETS OR PERSONAL WEALTH

6

• About half of married business owners say 

their ownership of the business assets are 

held in their name only, with about four in 

10 who own the assets are jointly shared 

with their spouse

• Most, however, have not taken important 

steps to protect their business assets or 

their personal assets from business 

liabilities

44%

68%
60% 59%

65%

92%

68% 73%

Umbrella insurance

policy to protect

personal assets

Errors and

omissions

insurance

policy

Life insurance

trust

Remote back-up

server or secure data

storage solution

% WHO DON’T HAVE PROTECTIONS  FOR BUSINESS / PERSONAL INTERESTS

Own name 

only

50%

Joint ownership

39%

Trust

11%

TITLE/OWNERSHIP OF BUSINESS ASSETS
AMONG MARRIED BUSINESS OWNERS

Q49   For each of the following, please indicate in whose name the 

following assets are listed (title of ownership or responsibility).   

Q50  Which of the following legal documents have you established? 

Q94.  Which of the following do you have?  

42%
50%

68%

52%

92%

66% 66%
59%

70%

95%

Will Durable power of

attorney

Homestead

protection

for spouse

Living will or

advanced

healthcare

directive

Instructions for

digital assets /

online presence

All business owners Milllennial owners
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WHITE PAPER:  THE OWNER’S JOURNEY

This paper examines the journey to 

eight owners who have sold a business 

to a strategic or financial buyer or have 

transferred ownership to a family 

member for at least one generation.

• We explore how the decision was 

made, what happened, and elicit their 

advice for others on how to best 

accomplish a transition or sale.  

• The owners also reflect on the best 

and worst advice they received from 

professional advisors and key lessons 

learned in the process.

7

AFHE’s 2018 Annual Conference

WHITE PAPER: THE OWNER’S JOURNEY
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Owners featured:

Sold  business to strategic 

buyer: 

• Dr. M. Alan Bagden,

Orthodontist

• Lawrence Herbert,

Pantone

• David Karangu,

Ivory Chevrolet

• Scott Belsky,

Behance

Sold to a financial buyer:

• Charles Scheidt,

Roland Foods

Transferred business within 

family: 

• Anita and Check 

Khubani, OnTel Products

• Gina Addeo, ADCO 

Electrical Corp. 

• Deirdre, CEO of 

industrial services firm
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WHITE PAPER:  WOMEN’S ENTREPRENEURIAL JOURNEYS

This paper examines the journey to 

leadership of successful women 

business owners, their impact on society 

and the factors contributing to their 

success in creating wealth and growing 

their businesses.

•  The piece shares the personal stories 

of eight women entrepreneurs and the 

lessons they learned as they built 

successful businesses.

•  The paper celebrates these women 

and the broader group of women 

entrepreneurs, their contributions to 

innovation, the economy and society.
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WHITE PAPER:  WOMEN’S ENTREPRENEURIAL JOURNEYS
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Entrepreneurs featured:

Founded and sold a 

business: 

• Maxine Clark,

Build-A-Bear 

Workshop

• Suzanne 

Weinstein,

Coastal Seafoods

• Carol Levins,

Creative Kids 

Learning Center

Inherited or bought 

a company:

• Cindy Ayloush,

Hydraflow

Corporation

• Lisa Wong,

Casters, Wheels 

and Industrial 

Handling Inc.

Founded and still 

owns a business: 

• Janice Bryant 

Howroyd, The 

ActOneGroup

“Next generation” 

founders: 

• Kelly Gasink,

Austin Cocktails

• Megan Driscoll,

EvolveMKD
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WHITE PAPER:  THE OWNER’S JOURNEY

1. Estate and succession planning are 

extremely important and different

issues

2. Both estate planning and succession 

planning are complicated and time 

consuming

3. The role of luck (both good and bad) 

and timing

4. Money isn’t everything

11

AFHE’s 2018 Annual Conference

Conclusions and 

recommendations –

four themes emerge.

LESSONS LEARNED --

DOGS AND CATS:  ESTATE PLANNING AND SUCCESSION PLANNING ARE 

TWO DIFFERENT ANIMALS

Estate planning and succession planning are 

interrelated but separate items 

–Dealing with both is the hallmark of good and 

complete planning

• Estate Planning focuses on the tools and 

techniques of transferring property.  

• Succession Planning focuses on more 

qualitative (and sometimes more complex) 

decisions. Succession planning highlights the 

conflicting value set of business values versus 

family values.  

12

AFHE’s 2018 Annual Conference

“The hallmark of 

great planning is to 

have both estate and 

succession planning -

and in a coordinated 

manner.”
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LESSONS LEARNED FROM SELLING OR TRANSFERRING A BUSINESS

• Estate and succession planning are best 

conceived as ongoing processes rather than 

fixed plans.

• Both estate and succession plans will have 

trigger events and definable milestones.  

• It is not “set it and forget it.” 

13

AFHE’s 2018 Annual Conference

Tortoise and The 

Hare: Estate and 

Succession Planning 

Are Complicated and 

Time Consuming

“It Never Ends …”

WORDS OF WISDOM – (OR JUST SILLY TITLES)

• It’s Cheaper to Make a Gift Than a Bequest

• Equal is Not Necessarily Fair

• The Whole is Greater Than the Sum of its Parts

• Low Hanging Fruit Makes for Easy Picking 

• The Grass is Always Greener in the Center of the 

Fairway … and the Lie is a Lot Better

• I Didn’t Know That …

AFHE’s 2018 Annual Conference

14
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LESSONS LEARNED FROM SELLING OR TRANSFERRING A BUSINESS:

CHEAPER TO MAKE A GIFT THAN LEAVE A BEQUEST 

• Estate tax is “tax inclusive” - estate taxes 

are paid not only on the value of the 

bequest but on the part of the estate that 

will be used to pay the estate tax. 

� The nominal and effective tax 

rate is 40%.

• Gift tax is “tax exclusive” - gift tax is paid 

only on the value of the gift itself.   This 

assumes that the donor survives for at 

least three years after making the gift.   

� The nominal tax rate is 40%, but 

the effective tax rate is 28.6%.

15

AFHE’s 2018 Annual Conference

“The nominal rate of 

tax for gifts and 

bequests is 40% in 

both cases … 

the effective rate is 

different.”

LESSONS LEARNED FROM SELLING OR TRANSFERRING A BUSINESS:

CHEAPER TO MAKE A GIFT THAN LEAVE A BEQUEST 

Example: Assume $1,400,000 "pot" and a 40% transfer (gift/estate) tax.  

Would it be better to gift or bequeath the $1,400,000?

AFHE’s 2018 Annual Conference

16

Bequest to 

children:

$840,000

Estate tax 

on estate 

assets: 

$560,000

Total Assets:

$1,400,000

Gift to 

children:

$1,000,000

Gift tax on 

transferred 

assets:

$400,000

Total Assets: 

$1,400,000

Bequest (at death): Gift (during lifetime):

Effective tax rate: 40% 

(560,000 / 1,400,000)

Effective tax rate: 28.6% 

(400,000 / 1,400,000)
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LESSONS LEARNED FROM SELLING OR TRANSFERRING A BUSINESS

Some of the most difficult planning choices arise 

when deciding how to divide assets among 

children. Even leaving equal amounts could 

seem unfair in some situations.

• Estate plans, like wealth, often change over 

time, and revealing too much too early can 

lead to unmet expectations; yet revealing too 

little can result in hurt feelings or even 

animosity toward other recipients.

• Trusts may provide (a temporary) solution

• Voting and non-voting ownership interests 

may provide a solution. 

• Buy-Sell Agreements

17

AFHE’s 2018 Annual Conference

Equal is Not 

Necessarily Fair

LESSONS LEARNED FROM SELLING OR TRANSFERRING A BUSINESS:

THE WHOLE IS GREATER THAN THE SUM OF ITS PARTS

For gift and estate tax purposes, the fair market 

value of property transferred is measured on the 

date of the transfer as “the price at which the 

property would change hands between a 

[hypothetical] willing buyer and a willing seller, 

neither being under any compulsion to buy or to 

sell and both having reasonable knowledge of 

relevant facts”

• Lack of marketability discount -

• Lack of control (minority interest discount) -

• Tax Discount (Built-in Capital Gains Tax)

18

AFHE’s 2018 Annual Conference

Aristotle was right: 

“The Whole is 

Greater than the Sum 

of its Parts.”

First coined by the 

philosopher Aristotle, this 

phrase aptly defines the 

modern concept of synergy. 
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LESSONS LEARNED FROM SELLING OR TRANSFERRING A BUSINESS:

LOW HANGING FRUIT MAKES FOR EASY PICKING

Lifetime Gifting Strategies

There are various opportunities under the gift 

tax rules to make tax-free gifts.

• Begin with gifts that are relatively simple to 

make, and then consider more complex 

alternatives.

• Although lifetime gifts may yield tax savings, it 

is also important to consider factors other 

than taxes when deciding whether to make 

gifts. This includes an assessment of the 

impact on the person making the gift, as well 

as on the recipient. Regardless of the potential 

tax savings that may be achieved, it is not 

recommended that gifts be made unless it is 

otherwise sensible to do so. 

19

AFHE’s 2018 Annual Conference

Noun

low-hanging fruit 

(plural low-hanging 

fruits)

1. (idiomatic) Easily 

obtained gains; what 

can be obtained by 

readily available 

means.

LESSONS LEARNED FROM SELLING OR TRANSFERRING A BUSINESS:

LOW HANGING FRUIT MAKES FOR EASY PICKING

AFHE’s 2018 Annual Conference
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Lifetime gifting

Annual 

exclusion gifts

Tuition and 

medical gifts

Life insurance 

trust

Gift tax 

exemption
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LESSONS LEARNED FROM SELLING OR TRANSFERRING A BUSINESS:

THE GRASS IS ALWAYS GREENER IN THE CENTER OF THE FAIRWAY 

… AND THE LIE IS A LOT BETTER

AFHE’s 2018 Annual Conference
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Lifetime gifting

Sale to 

grantor trust / 

Intra-family 

loans

Sale to 

grantor trust / 

Intra-family 

loans

Qualified 

personal 

residence 

trust 

(QPRT)

Valuation 

discounts

LESSONS LEARNED FROM SELLING OR TRANSFERRING A BUSINESS:

I DIDN'T KNOW THAT

• Some thoughts I’ve gathered from business owners 

over the years after an exit from a business … and an 

opportunity to look back and offer some valuable 

insight.  

“What were you most surprised about?” 

AFHE’s 2018 Annual Conference

22
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LESSONS LEARNED FROM SELLING OR 
TRANSFERRING A BUSINESS

APPENDIX

AFHE’s 2018 Annual Conference

24



4/9/2018

13

RESPONDENT PROFILE (CURRENT OWNERS)

AGE

25

33%

32%

35%

Baby Boomers

Gen X (Age 37-52)

Millennials (Age 21-36)

11%

17%

23%

18%

18%

13%

$3M+

$1M-$2.9M

$450K-$999M

$3000K-$449M

$200K-$299K

Less than $200K

ANNUAL HOUSEHOLD INCOME

$1M - $3M

18%

$3M - $5M

44%

$5M-$10M

25%

$10M+

13%

Large 

corporate

8%

Middle 

market

36%

Small

56% Annual Revenues:

Small:  $1M-$10M

Middle-market:  $10M-$100M

Large Corporate:  >$100M

HOUSEHOLD WEALTH (INVESTABLE ASSETS)

SIZE OF BUSINESS

and Mature Gen

(Age 53+)

RESPONDENT PROFILE (CURRENT OWNERS)

GENDER

26

71% 29%

87% 5%

4%

4%

Single, never married, 5%

Divorced or separated, 4%

Widowed, 4%

MARITAL STATUS

EMPLOYMENT STATUS OF SPOUSE

3%

5%

7%

9%

55%

22%

Other

Retired

Homemaker

Works for a company part-

time

Works for a company full-

time

Owns his/her own business

Have children

88%
No 

children
12%

PARENTAL STATUS
% WHO HAVE CHILDREN, INCLUDING STEPCHILDREN
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RESPONDENT PROFILE: FAMILY BACKGROUND AND SOURCES OF WEALTH

SOCIOECONOMIC STATUS GROWING UP % WHO ATTRIBUTE A PORTION OF WEALTH TO A FAMILY 
INHERITANCE

27

All current 

business owners

Wealthy

Middle Class

Poor

Millennial

business owners

Non business 

owners

5% 8% 2%

9%
13%

3%

28% 20%
36%

11% 16%
10%

47% 44%
49%

All current business

owners

Millennial owners Non business owners

Sale of Business

Earned
Income

Investments

Other

PERCENT OF TOTAL WEALTH ATTRIBUTED TO THE 

FOLLOWING SOURCES

57%

79%

32%

34%

20%

51%

9%

1%

17%

Inheritance

Q1. Approximately what percentage of the financial wealth you’ve accumulated came from each of the following sources?
Q38 Which best describes the financial and socioeconomic status of your family as you were growing up? 

All current 

business owners Millennial owners Non business owners

59% 78% 54%

The 2017 U.S. Trust Survey of HNW Business Owners is conducted part of the 2017 U.S. Trust Insights 

on Wealth and Worth® survey a nationwide survey of 808 high-net-worth and ultra-high-net-worth 

adults with at least $3 million in investable assets, not including the value of their primary residence. 

U.S. Trust surveyed 248 business owner, including 190 current owners and 58 retired owners.  All 

respondents own or owned  businesses with annual revenues between $1M and greater than $100M.

U.S. Trust commissioned the independent research firm Phoenix Marketing International to conduct 

the survey and compile findings. The double-blind survey was administered online over a six-week 

period, beginning in January and completed in February 2017. Quotas were established by age, 

investable asset size and for business owners to ensure sufficient representation of groups of interest. 

The final sample was weighted to the true representation of high-net-worth households by age, asset 

level and business ownership and are not representative of U.S. Trust clients.

Asset information was self-reported by the respondent. Verification for respondent qualification 

occurred at the panel company, using algorithms in place to ensure consistency of information provided, 

and was confirmed with questions from the survey itself. All data have been tested for statistical 

significance at the 95% confidence level. 

METHODOLOGY

28


