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Introduction
The consensus on the economy (according
to Beige Book and various other official
sources on the issue) is that we are out of
the woods and experiencing, for the most
part, some robust economic growth. With
an average of 200,000 or more jobs being
created each month and most economic
indicators showing positives, this year
should be better than last.
Too often
business people wait until late in the year to
do their business and tax planning. While
there are some actions that can be taken at
that point, those who work proactively
throughout the year implementing business
and tax strategies perform far better than
those who put planning off to the last minute.
There is plenty of business and tax planning
that should be attended to throughout the
year.

Business Operations
According to the National Bureau of
Economic Research (NBER) and most
economists, the economy is now in an
expansion
mode.
Given
that,
businesses should work hard to increase
revenue and look to hire additional staff.
Lately, the trend has been that American
businesses hire temporary staff ahead of
hiring permanent full-time employees.
Business will continue to build and
stabilize; it is therefore the appropriate
time to ramp up man power and
inventories.
Investments
Instinctively, businesses tend to cut
investments as well when business is
slow. Ordinarily, this response to the
stimuli would be appropriate.
Continued on page 2

A CASE STUDY
Valuation for Closely-Held
The Eleventh Circuit Court of Appeals
has upheld an estate’s value of a
decedent’s interest in a closely-held
company that was determined by
reducing the company’s value by the
entire amount of the built-in capital
gains tax liability. In this case, the
decedent owned a 6.44% interest in a
closely-held company, which at the time
of the decedent’s death, had $51 million
in potential tax liability.

In valuing the decedent’s interest in the
company, the estate reduced the
value, dollar-for-dollar, by the amount
of the liability, as done by courts in
previous holdings. The Court in this
case upheld this method stating that it
was logical to assume that the
liquidation of the decedent’s interest
occurred on the date of the decedent’s
death. The value was also given a
10% lack of control discount and a
15% lack of marketability discount.
Continued on page 3
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However, given the continued tax rules
remaining from the past economic down
turn, now is an excellent time to increase
investments in business property. This is
especially true if the investments will
create more efficiency in operations.
Further, if you do not reinvest now, you
may have to reinvest later, when the
incentives are not as good as they are
today.
Financing
The past economic down turn has also
brought with it lower financing rates that
are currently remaining in the recovery.
Financing on buildings and equipment is
available for lower refinancing rates.
Check with your bank to see if your loans
can be refinanced. Just be sure to check
the fees and costs before committing to
any refinancing.
Estate Planning
Many business people have complex
lives and complex holdings. Along with
the complexity, the average net worth of a
business person is substantially higher
than an employee. In 2014, the estate
tax exemption is $5,340,000.
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With an average of 200,000 or
more jobs being created each
month and most economic
indicators showing positives,
this year should be better than
last.
It is best to begin estate
planning early in the year so
issues
can
be
resolved
throughout the year and the
estate plan can have time to
operate during the year.
Business succession planning
is not as simple as drafting a
will.
When succession planning is
not done or is done improperly,
it usually means the loss of the
business and therefore the loss
of your lifetime of hard work.
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It is best to begin estate planning early in
the year so issues can be resolved
throughout the year and the estate plan
can have time to operate during the year.
Please review your total estate value and
start the process of complete estate
planning now.
Succession Planning and Conclusion
Along with estate planning, comes
business succession planning for those
who
own
businesses.
Business
succession planning is not as simple as
drafting a will.
Business succession
planning, when done properly, provides a
smooth transition for the succeeding
generation.
The process includes the
valuation of the business and the creation
of legal documents, such as a buy/sell
agreement (the most important legal
document a business owner can have.)
When succession planning is not done or
is done improperly, it usually means the
loss of the business and therefore the loss
of your lifetime of hard work.
Don’t
procrastinate, start the process now!
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A CASE STUDY CONTINUED:
Editor’s Comment: Editor’s Comment:
There are many different methods for
valuing an interest in a company,
depending on the particular set of
circumstances involved.
It can be a
difficult process to navigate, which is why
such a job is usually performed by
professionals. The professionals at The
Center have vast experience in valuing
closely-held companies.
Contact The
Center for all of your valuation questions
and needs.
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Top Issues Facing Private Companies Trying to Sell
In 2020 the youngest Baby Boomers will turn 55. Baby
Boomers own 75% of the 6+ million private US
businesses with payroll, and will need to transition their
businesses to new owners as they retire.
Yet in a recent survey of M&A professionals, 70% said
business owners are minimally prepared – or not
prepared at all – to sell or transfer their businesses.

If you know of a business owner who’s thinking of
selling or buying a business and who might benefit from
a free, confidential, consultation with us, have them
contact me at: mertel@lmaallc.com
Mike Ertel, CBI, M&AMI, CM&AA
Managing Director, Broker
Legacy Advisors Group
813.299.7862 Direct
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Frequently Asked Questions…
Q: What is the Additional Medicare Tax?
A: Additional Medicare Tax went into effect in 2013 and applies to wages, compensation, and
self-employment income above a threshold amount received in taxable years beginning after
Dec. 31, 2012. An employer must withhold Additional Medicare Tax on wages it pays to an
employee in excess of $200,000 in a calendar year.

Q: What is the rate of the Additional Medicare Tax?
A: The rate is 0.9 percent

Q: What wages are subject to the Additional Medicare Tax?
A: All wages that are currently subject to Medicare Tax are subject to Additional Medicare Tax if
they are paid in excess of the applicable threshold for an individual’s filing status.
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