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Many affluent families want to ensure they 
preserve and pass along their wealth effectively, 
yet many make missteps along the way.  
We outline five key steps for preparing your 
legacy and creating a solid foundation for 
future generations. p8

Regions’ Perspective A Family Legacy Meeting
Your Wealth Advisor can facilitate a family legacy meeting that 
addresses key wealth-planning topics and prepares your family 
for the future. p11
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Business owners planning to keep  
their business family-owned have  
several techniques for passing it along 
tax-efficiently. p12

Legacy Stepping Up
Capital gains taxes are a larger concern for affluent families 
today. We look at one key strategy for minimizing capital gains 
in your estate. p14

Smart wealth planning isn’t just about you and your financial 
needs. It also addresses the long-term needs of your family — both 
your loved ones living today and future generations.

To help your family prepare for the future, your Regions Wealth Advisor 
can facilitate a family legacy meeting. This is a comprehensive process 
designed by Regions Private Wealth Management that covers more than 
just financials: It brings your family together to discuss shared values 
and goals and ultimately helps you create an action plan to fulfill those 
goals. Your Wealth Advisor is trained to ask the right questions and 
keep the conversation positive and constructive — something many 
families can’t achieve over the dinner table. 

This issue of Insights explores various ways to help your family 
plan better for the future. Our cover story (“5 Lessons for Creating a 
Family Legacy,” page 8) lays out key steps for ensuring your wealth is 
passed along efficiently and effectively. You can read more about the 
family legacy meeting process mentioned above in Regions’ Perspective 
(page 11). And Your Business (“Next in Line,” page 12) looks at  
tax-efficient strategies for passing along a family-owned business.

Don’t postpone key conversations and decisions that will affect 
your family’s financial future. Contact your Wealth Advisor about 
setting up a family legacy meeting, so you can feel confident you 
will have a plan in place when you need it.
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The U.S. stock market has ended the 
past six years in positive territory, leaving 
many investors wondering whether this 
bull market may be running out of steam. 
While the stock market gains of recent 
years have outpaced many previous  
bull markets, a few other periods in  
recent history have had even stronger 
and longer market runs.

When 
Bulls 
Run…
How does the stock market 

spree of recent years  

stack up against history?
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Here’s a look at the length and strength of bull-market gains since 1947:
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Who Spends More on Healthcare —  
Women or Men?

1Centers for Disease Control and Prevention, Mortality in the United States, 2012, October 2014. 2Centers for Disease Control and Prevention, Health, United States, 2012, 2013.

BOTH MEN AND WOMEN 
need to be ready for future 
healthcare costs. But if you’re 
a woman, you may need to 
be extra prepared.

Numerous studies have 
found that women spend 
significantly more on health-
care than men over their  
lifetimes. A big reason women 
spend more is longevity:  
U.S. women have a life 

expectancy of 81 while men 
have a life expectancy of 76.1 

That gives them an average 
five extra years to rack up 
medical bills. 

But there are other factors, 
too: Research indicates that 
women visit the doctor more 
frequently, especially as 
they have children, and tend 
to seek out more preventive 
care. The National Center 

for Health Statistics found 
that women made 30% more 
visits to physicians’ offices 
than men between 1995  
and 2011.2

The takeaway? Women 
need to factor the costs of 
medical and long-term care 
into their overall wealth plan-
ning. Those who don’t could 
be greatly unprepared for 
such expenses later in life. p

YOUR REGIONS WEALTH 
ADVISOR CAN HELP YOU 
ESTIMATE HOW MUCH 
YOU NEED TO HAVE 
SAVED FOR HEALTH 
AND LONG-TERM CARE 
IN RETIREMENT BASED 
ON YOUR PERSONAL 
FACTORS. HE OR SHE 
CAN ALSO HELP YOU 
EVALUATE STRATEGIES 
TO SAVE FOR THESE 
FUTURE COSTS MOST 
EFFECTIVELY.

SOURCE: KAISER FAMILY FOUNDATION (BASED ON AN ANALYSIS OF THE MEDICAL EXPENDITURE PANEL SURVEY, AGENCY FOR HEALTHCARE RESEARCH 
AND QUALITY; U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES).

W E A L T H  I N T E L L I G E N C E
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Preparing your portfolio  
for a bear market

NO ONE CAN PREDICT for certain  
if today’s bull market is indeed 
approaching its last hurrah. But either 
way, it’s important to prepare your 
portfolio for the possibility that a  
market correction or even downturn 
could be on the way.

Here are some steps your Regions Wealth Advisor can  
help you with:

REBALANCING YOUR PORTFOLIO. Ideally, you should 
review your asset allocation at least once a year to ensure 
your desired and appropriate mix of stocks, bonds and other 
assets hasn’t fallen off course. Near the end of a bull market 
is an especially good time to rebalance, because your stock 
allocation may have become severely inflated — risking large 
declines if the stock market experiences a sudden drop.

BEAR-MARKET PORTFOLIO STRATEGIES. Certain types of 
investments have outperformed in previous market downturns.  
Bonds, international and emerging-market stocks, U.S. 
“blue-chip” stocks and real estate investment trusts (REITs) 
are a few investments that may be worth considering as 
potential hedges in case of a broad stock-market decline.

It’s important to consider the effects of a potential market 
downturn on your portfolio before it happens. Talk with 
your Wealth Advisor today about setting up a meeting. p

    W I S E  I N V E S T O R  

  W O M E N  &  W E A L T H

HEALTHY  
CHANGES

$1,529  $2,135
under 19

$3,608  $2,208
35–44

$5,186  $4,706
45–54

$7,185  $7,367
55–64

$9,320  $9,329
65 and over

$3,254  $1,779
19–34

Here’s how women’s average healthcare spending 
differed from men’s in 2012, by age:
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Keeping Your 
Mind Fit

GET ADEQUATE SLEEP.  
The sleep hormone  
melatonin tends to 

decrease in the body as you get 
older, hurting quality and quantity 
of sleep. But deep sleep is critical for 

memory formation and retention. 
Adhering to a strict sleep schedule 
and making sure your bedroom is 

dark and distraction-free can make 
falling and staying asleep easier. 

Also avoid eating or drinking  
alcohol before bedtime, which  

can disrupt your quality of rest.

   G O O D  L I F E  

1Park, Denise C. of the University of Texas at Dallas, et al.,  
Psychological Science, “The Impact of Sustained 
Engagement on Cognitive Function in Older Adults,” 
Nov. 8, 2013.
2Kramer, Arthur of the University of Illinois, et al., 
Proceedings of the National Academy of Sciences 
of the United States of America, “Exercise training 
increases size of hippocampus and improves memory,” 
Jan. 30, 2011.

LEARN A NEW SKILL.  
Taking a class or teaching yourself 
a new skill that requires intense 

concentration — such as learning 
how to play a musical instrument, 

taking up digital photography 
or making quilts — has shown 

to improve memory function 
by strengthening connections 

between parts of the brain.1

ONE KEY TO A GOOD LIFE IS A HEALTHY MIND.  
Thankfully, a growing body of research shows 
that age-related mental decline and dementia  
are more preventable than once thought. It’s 
just as important to continually keep your mind 
active and perform activities that challenge 
your brain and allow you to keep learning.

EAT A HEART-HEALTHY DIET. 
Research has revealed more links 

between the heart and brain.  
Consuming foods known to lower bad 

cholesterol and keep blood pressure  
in check, such as avocados, leafy 

green vegetables, fish and  
nuts, may keep your 

 brain healthy.

WORK OUT AT LEAST THREE TIMES 
PER WEEK. A study published in 2011 
by University of Illinois researchers 
found that 45 minutes of moderate-
intensity aerobic exercise three times 
per week increased the volume of  
parts of the brain responsible for 
memory, helping to reduce  
participants’ dementia risk.2 

5 ways to maintain and improve your memory 
and brain function as you age
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PERFORM DAILY MENTAL 
EXERCISES. Like the body, the 
brain needs a regular workout. 
Experts recommend people 
regularly perform mentally 
challenging activities that 
cover a range of skills, including 
memory and language retention, 
reasoning and speed of infor-
mation processing. You can find 
a host of these types of mind-
testing games online by typing 
“mental exercises” or “brain 
exercises” into your favorite 
search engine. Even just doing 
the daily crossword or Sudoku 
puzzle may make a difference. p



C - S U I T E

6 R E G I O N S  I N S I G H T S   S U M M E R  2 0 1 5

ALL ON BOARD
Key questions to ask before you join a nonprofit’s board

DU R I NG  OR  A F T E R 
your executive career, 
you may discover a 
desire to lend your 
expertise to the board 

of a nonprofit organization. After all, 
the skills you’ve developed in the 
business world may be valuable to 
an organization.

Before you accept a board seat, 
however, it’s important to ask the 
organization — and yourself — some 
questions to ensure it’s a win-win 
for everyone. “You want to make sure 
it’s a good fit, so there are no surprises 
later on,” says Bill Newburn, Vice 
President and Wealth Advisor at  
Regions Private Wealth Management.

Some questions he recommends asking:

DOES THE ORGANIZATION’S MISSION ALIGN 
WITH YOURS?
Having passion for the organization’s mission 
and goals will make the experience all the more 
rewarding. Find out what the organization and 
its board hope to achieve in coming years. If the 
mission aligns with your values, “it will give you 
the energy you need to serve in the right way,” 
Newburn says. 

WHAT’S THE TIME COMMITMENT INVOLVED?
Ascertain in advance how many meetings you 
will need to attend and what your expected 
commitment will be outside of those meetings. 
You should only accept the position knowing 
that you can fulfill the expectations.

IS THERE LIABILITY PROTECTION IN PLACE?
Some nonprofits’ boards have found themselves 
in legal trouble due to the organization’s 
mismanagement or claims that the board did 
not uphold its fiduciary duty. Check whether 
the board provides you with Directors & Officers 
coverage or other protections in case of  
legal action.

WHAT ARE THE GOVERNANCE RULES?
Remember that governance is a big part of a board’s 
duties. Read the organization’s bylaws so that 
you are equipped to assume fiduciary duty. Also 
determine whether there is a board code of ethics 
and defined checks and balances. 

WHAT SKILLS AND ASSISTANCE CAN YOU  
BRING TO THE BOARD?
Understand why the organization wants you on its 
board. Often, a nonprofit board looks to generate  
momentum and leverage contacts within the 
community. Other times, it needs someone savvy 
with finances or marketing or wants someone from 
the private sector who can recommend efficiencies 
within the organization. “When you can marry 
someone’s skill set to a specific need, that usually is 
a very good pairing,” Newburn says.

You may also be able to help the organization be 
more financially diligent. Your Wealth Advisor can 
put you in touch with Regions Institutional Services, 
which assists nonprofits and their boards with  
accounting, asset management, investment strategies 
and other key financial needs.

Whatever you decide, remember that serving 
on a nonprofit’s board is a noble endeavor. Not only 
does it allow you to use your business skills, but it 
can help you build a legacy of goodwill. p P
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70 IS THE NEW 40
Technology and longevity researcher Sonia Arrison  
explains how improving healthcare will affect our lives

Q:  WHAT KIND OF HEALTH-
CARE BREAKTHROUGHS WILL 
HAVE THE BIGGEST IMPACT ON 
OUR LIVES IN COMING YEARS?

ARRISON: There are so many, 
because technology is advancing 
at an incredibly fast pace. Just 
today I was reading about liquid 
biopsies, which are tests that can 
detect cancer cells circulating 
in the blood. They allow people 
to find out not only if they have 
cancer, but also what kind of 
cancer they have and in what 
organs. They’re being used in 
clinical trials right now, so the 
question is when they will go 
mainstream. 

Along with better diagnostics,  
we’re seeing better imaging 
technologies, genomics, gene 
therapy, tissue engineering 
and technologies that allow 
consumers to take better 
control of their health. All of 
these could improve our life, 
and potentially extend it. For 
example, many people today 
don’t drink enough water, but 
soon wearable devices will 
be available to monitor your 
hydration and alert you when 
you should drink more.

Q:  WEARABLE DEVICES ARE 
TRENDY RIGHT NOW, BUT DO YOU 
THINK THEY’LL HAVE A LONG-TERM 
IMPACT ON OUR HEALTHCARE?

ARRISON: I do. Most people know about 
activity-monitoring wristbands, but that’s 
only the beginning. A bunch of other 
wearables are about to hit the market 
that will monitor different aspects of 
personal health and allow people to take 
more control, and more responsibility, 
over their own healthcare. For example, 
there are already apps on the market 
that use a smartphone to monitor blood 
pressure or heart rate.

Q:  HOW WILL ALL THESE  
TECHNOLOGICAL ADVANCEMENTS  
ULTIMATELY AFFECT LONGEVITY?

ARRISON: People will live longer. 
Longevity has been growing at a pretty 
steady rate of six hours a day — and 
that growth rate will keep rising. It’s 
been predicted that by 2050, we’ll have 
600,000 centenarians (up from about 
55,000 today1). But people will also be 
living much healthier lives at older ages, 
which improves quality of life.

Q:  HOW WILL THIS AFFECT  
AGING AND RETIREMENT?

ARRISON: For one, old age won’t feel so 
old anymore. The definition of retire-
ment is already changing. But I think in 
the future people will take sabbaticals 
throughout their working years in which 
they get re-educated, have children, 
travel and then return to the workforce. 
They will work to an older age, but there 
will be more breaks along the way. 

Q:  WHAT ABOUT FAMILIES AND 
HOW THEY PLAN FOR THE FUTURE?

ARRISON: Families will be much bigger 
than today, because more generations 
will be living at once. I think the record 
currently is seven generations. It will 
be more complicated, and there will be 
greater diversity within families and 
more pronounced generational divides. 
It will change how people plan for 
inheritances, because the eldest family 
members could very well live past 100. 
So you will likely see more people giving 
during their lifetime. Families will have 
to plan for greater longevity. p

WANT TO LIVE PAST 100? What would that mean  
for your health, your career and your family?

Sonia Arrison, a Northern California-based  
technology expert, researches how emerging healthcare 
innovations will affect the longevity and life patterns of 
current and future generations. Arrison, author of the book 
100 Plus, recently spoke with Insights about her research.

1U.S. Census Bureau, The Centenarian Population: 2007–2011, April 2014.
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5 LESSONS FOR 
CREATING A 

FAMILY LEGACY
How to ensure your wealth lasts  

for generations into the future

WH AT  D OE S  I T  TA K E  
to build a family legacy? 
Many affluent individuals 
and couples take basic steps 
to protect their family’s 

financial well-being. Perhaps they draft a will, 
fill out beneficiary forms on their retirement 
accounts and insurance policies, and designate 
an executor who will oversee how their assets 
are distributed once they pass away. But those 
steps — while certainly important — are only 
the beginning. Building a true legacy that 
ensures your family’s wealth serves your needs 
in the near term, while preserving it for future 
generations requires detailed planning and 
ongoing oversight and management, says 
Phillip Furlong, Vice President and Wealth 
Advisor for Regions Private Wealth Management. 

C O V E R  S T O R YC O V E R  S T O R Y
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So, how do you ensure you’re taking all the necessary 
steps to preserve your wealth and have it passed along 
according to your wishes? Here are five tips for building  
a lasting legacy:

1. KNOW YOUR OPPORTUNITIES
Many individuals and families miss out on key 

opportunities to transfer their wealth more effectively 
and tax efficiently. They should consider working with an 
advisor who can point them toward steps that will help 
reduce their estate-tax obligations or maximize their wealth 
while they’re alive.

Account titles, for example, are one commonly missed 
opportunity. Many couples jointly title all of their assets. When 
they pass away, all jointly titled assets will count toward both of 
their individual estate-tax exemptions ($5.43 million in 2015). 
However, current tax law allows each spouse to own up to the 
estate-tax exemption before incurring the tax. By strategically 
titling assets instead, couples could own as much as twice as 
many assets before incurring the estate tax.

Corporate executives and business owners also overlook 
key wealth-planning moves when they’re not careful. 
Executives with stock options, for example, will want to 
make sure they exercise those options before they expire, 
which is typically after 10 years, Furlong says. Business 
owners have many opportunities to pass their business 
along to their heirs tax efficiently, but they often need to 
start succession planning years in advance to take full 
advantage of those opportunities. (See Your Business on page 
12 to read about tax-efficient business-transfer options.)

2. REVIEW YOUR PLAN REGULARLY
Another common mistake is failing to update  

paperwork. Furlong has seen many problems arise due to 
the failure to review a form or to make simple decisions.

For example, someone may name his or her spouse as the 
beneficiary on a retirement account or life insurance policy. 
In the event that the couple gets divorced without updating 
the beneficiary designation, the assets pass along to the 
ex-spouse instead of the children or another beneficiary.

Revisit all your financial paperwork upon any major life 
event in your family — birth, death, divorce, marriage, business  
startup, job loss or new job. Even if you haven’t experienced a 
transition like this for a while, revisit paperwork every three 
to five years. Your personal financial situation or tax laws may 
have changed enough to make certain changes worthwhile.

3. CHOOSE A NON-FAMILY EXECUTOR
Many individuals and couples automatically assign 

the role of executor to their oldest child. But Furlong has 
witnessed plenty of cases in which that child would rather 
not have been given the job, for understandable reasons. 

Depending on the complexity of your estate, the executor 
role can become a full-time responsibility and may require 

“Family legacy planning is not a one-time event,” 
Furlong says. “It needs to be a living and breathing 
plan that changes as your family changes and as laws 
change. Surprises can happen that can cause a lot of 
distress if they’re not adequately prepared for.”

Too often, he says, families delay long-term 
wealth planning because conversations about 
death and inheritance are difficult to have. But 
inadequate planning and miscommunication 
can lead to huge mistakes, similar to the horror 
stories you hear about in the news: Someone passes 
away who didn’t leave adequate instructions for 
how his or her estate should be divided and the 
heirs end up in an expensive, years-long court 
battle over the assets. Or perhaps someone 
didn’t update their estate plan to reflect changes 
in their family, giving the bulk of assets to one 
heir while overlooking others. 

“�Gifting�
gives�you�an�
opportunity�
to�find�out�
the�financial�
acumen,�or�the�
potential,�of�
a�beneficiary.�
And�it�may��
give�you�a�lot��
of�joy�to�see�
how�it�benefits��
your�family�
while�you’re�
still�alive.”



considerable financial expertise, 
Furlong says. “We have clients who 
have an ownership stake in many 
different businesses. Or sometimes 
they have homes in multiple states. 
As a result, the executor must file 
taxes in all of those states.” More-
over, executors may have to go 
through probate court in multiple 
states or find real estate agents 
who can help them clean out and 
sell residences. Straightening all 
that out can take years of effort 
and saddle a family executor with 
unwanted responsibilities and  
liabilities. “It’s a tough spot to be in, 
because other heirs may question 
what you’re doing and question your 
motives,” Furlong says. “As a parent, 
the last thing I want to think about 
is my kids fighting or disagreeing.”

To prevent such discord, many 
families with complex estates  
select an institution, like Regions,  
as executor of their estate. An  
institutional executor can adhere to 
the various state rules and protocols, 
keep family members updated and 
ensure the process moves forward 
smoothly and expediently, often 
without the conflicts that arise 
when a family member oversees  
the process.

4. CUSTOMIZE YOUR PLAN 
Parents often have unique 

concerns when it comes to how 
their children will inherit wealth. 
Some children may not have a strong 
work ethic, leading to fears that 
inheriting wealth will only lower 
their motivation. Others may have 
mental health issues, substance-
abuse problems or a tendency to spend 
every dollar that comes their way. 

Because all children are different,  
it’s important that estate plans 
address the individual needs and 
potential problems associated with 
each child, Furlong says. Trusts are 
a helpful tool for dealing with such 
specific concerns. For example, a 
trust can be designed to motivate 
a beneficiary by paying out funds 

as the beneficiary earns income — 
even matching that income dollar for 
dollar. Trusts can also be used to help 
equalize estates between children 
and protect children financially after 
a remarriage, since spouses typically 
inherit all assets. “Trusts are a great 
way to achieve specific estate-planning  
goals and ensure those goals are carried  
out in the future,” Furlong adds.

5. PREPARE YOUR HEIRS
Communication is also a 

key part of ensuring your heirs 
are ready to take the reins. Some 
affluent parents may not want to 
tell their beneficiaries in advance 
about their inheritance plans, 
Furlong says. This may be due 
to modesty or the fear that the 
knowledge of a large inheritance 
may hurt their child’s motivation 
to achieve. However, offspring 
who are kept in the dark may feel 
financially helpless when their 

parent passes away. They will be 
given large and sometimes complex 
assets — real estate, investments, 
foundations, even businesses — 
with little guidance on how to 
manage them. 

Instead, heirs should at least 
be given a basic understanding of 
how to manage the family’s assets, 
so they don’t make major mistakes 
once they inherit them. A good first 
step is bringing them in to meet 
with the family’s financial advisor, 
Furlong says. They can ask questions 
about the wealth-transfer process, 
and will know whom to contact 
when their parent passes away. 

Another strategy is to let the  
beneficiary “practice” handling 
wealth. This typically is done by 
providing a financial gift and then 
coaching the child through the  
process of doing something 
constructive with it. One client 
Furlong worked with gave his adult 
child about $1 million. The child used 
some of the money to build a house 
and put the rest into a portfolio 
designed for long-term growth. 

Other parents may guide their 
offspring through the process of 
investing in a portfolio, starting a 
business or building a charitable 
foundation. Gifting may be a 
good idea from an estate-planning 
perspective because it reduces the 
size of a taxable estate, Furlong 
says, but it also has other benefits. 
“Gifting gives you an opportunity 
to find out the financial acumen, 
or the potential, of a beneficiary. 
And it may give you a lot of joy 
to see how it benefits your family 
while you’re still alive.” 

Planning the future of your 
family’s wealth is a long-term  
process that should start sooner 
rather than later. Your Regions 
Wealth Advisor can build a team  
of advisors to help you take  
advantage of opportunities to  
engage your family members in 
the legacy-building process and  
transfer your wealth smoothly. p
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kids�fighting��
or�disagreeing.”

“�As�a�parent,��
the�last�thing��
I�want�to�think�
about�is�my��
kids�fighting��
or�disagreeing.”

“�As�a�parent,��
the�last�thing��
I�want�to�think�
about�is�my��
kids�fighting��
or�disagreeing.”



S U M M E R  2 0 1 5   R E G I O N S  I N S I G H T S 11

R E G I O N S ’  P E R S P E C T I V E

BY JERRY WHITE
EAST REGIONAL EXECUTIVE 

A FAMILY LEGACY MEETING

How your 
Regions Wealth 
Advisor can 
help you build 
generational 
strength and 
clarity by 
creating a 
family plan

TRANSFERRING WEALTH 
and creating a clear,  
manageable plan for doing 
so is more involved — and 
stressful — than you may 

realize. Each family member may have 
different views on how to use and preserve  
the family’s assets, along with his or her own 
financial needs and goals. You can bridge 
these differences by speaking openly 
with your family members, discussing 
values and roles, and building a clear plan 
that everyone will embrace.

Your Wealth Advisor can help you 
build such a plan by facilitating a family  
legacy meeting. This is an organized,  
collaborative process designed by  
Regions Private Wealth Management  
in which your family discusses shared 
values and goals and then incorporates 
wealth-management strategies to  
meet these goals. 

Having your Wealth Advisor facilitate 
such a meeting can ensure that each person’s 
viewpoints are treated fairly and objectively.  
Through the advisor’s guidance, your 
family will gain insight into the often-
complex legacy-planning process, and 
you will come out with a clear agenda 
that helps your family achieve its goals.  
Here are some key steps your Wealth 
Advisor can guide you through:

WRITING A FAMILY MISSION STATEMENT.  
A family’s legacy must be guided by values 
and principles, and the best way to ensure 
that happens is to write them down. Your 
Wealth Advisor can help your family 
create a clear statement of its core financial 
values and principles. This process some-
times starts with senior family members 
who share and discuss their mission 
statement with younger generations.

COMMUNICATING VALUES  
AND INTENTIONS. Once a mission state-
ment is in place, your Wealth Advisor will 

facilitate an open dialogue around your 
family’s principles. Your advisor can help 
your family discuss questions such as: 
How do these values and goals affect how 
your family’s wealth gets transferred? 
How do they affect inheritance plans and 
philanthropy? What strengths does each 
family member have and what role will 
each person play in the legacy-planning 
process? If a family-owned business or 
real estate is involved, how will that 
affect the plans? 

CREATING A FAMILY PLAN. Once key 
topics are discussed, your Wealth  
Advisor will help you create a detailed 
and comprehensive financial plan based 
on your family’s specific needs and goals.  
A variety of legacy-planning documents —  
including wills, living wills and health-
care directives, insurance, trusts and 
power of attorney designations — can  
help you achieve your goals and transfer 
your wealth most efficiently. Your  
Wealth Advisor will bring in the right 
partners depending on the areas of 
expertise needed. 

REVIEWING AND UPDATING YOUR 
PLAN. Family legacy meetings are not 
a one-time event, but rather a series of 
ongoing conversations. Your values may 
remain nonnegotiable, but opportunities 
for acting on those values can change 
over time. Reviewing your wills, trusts 
and estate-planning documents at least 
once a year can help ensure your family’s 
plan stays current.

Don’t postpone discussing legacy matters 
with your family. The earlier you start 
planning for your family’s wealth transfer 
and legacy, the more confident you can 
feel that you’ll have a plan in place when 
you really need it. Talk with your Regions 
Wealth Advisor today about setting up a 
family legacy meeting. p
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T AXES ARE ALWAYS an important consideration when deciding 
how to transfer your wealth to the next generation. If most of 
your assets are tied up in a family-owned business, however, 
there are myriad other factors that must also be weighed, says 
Cameron Simmons, Senior Vice President of Regions Private 

Wealth Management. “Passing on your business to your children can be very com-
plicated,” Simmons says. “You need to think about not just what you want to do now, 
but also how it could impact the next generation, 10 or even 20 years down the road.” 

NEXT IN LINE
Tax-efficient strategies for 
passing your family business 
to the next generation

For example, are your 
children ready to take over, 
or will they need a few 
years of preparation while 
you continue to oversee 
the operations? How are 
you planning to fund your 
retirement? Will you need 
income from the business 
or even a lump-sum payout? 
And if one or more of your 
children don’t want to go 
into the family business, how 
can you ensure that all your 
heirs will get a fair share of 
your estate? 

There are several strategies  
that can help you pass along 
your business efficiently to 
the next generation. Here 
are four that can help you 
balance your family’s and 
your needs while making sure 
Uncle Sam doesn’t become 
the primary beneficiary of 
your life’s work.

INTRAFAMILY LOANS: 
Today’s low interest rates 
make this a great time 
to consider this option, 
Simmons says, thanks to 
the applicable federal rate 
(AFR). Every month, the 
Internal Revenue Service 
sets the minimum interest  
rates for loans made 
between family members 
that won’t be counted as 
taxable gifts. In June 2015, 
the rate for a long-term loan —  
anything over nine years — 
was 2.5%.1  So you could  
lend your children the 
money to purchase the  
business (at its fair market 
value, of course) using an 
interest-only loan for, say, 
20 years, with a balloon 
payment at the end. The 
bonus? No points or closing 
costs, with the appreciation 
in excess of the AFR passing 
tax-free to the next generation. 
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RECAPITALIZATION/ESTATE FREEZES: With this strategy, the equity 
in the business is recapitalized into two classes of stock: preferred 
and common. The owner then swaps some of his or her common 
stock for the preferred stock and transfers the rest of the common 
stock to the next generation. The value of the preferred stock is 
then “frozen” based on the value of the company at the time of the 
recapitalization. Keeping the preferred stock gives the founder an 
income stream by way of a preferred dividend and continued control 
of the company, assuming the shares come with voting rights. 
Meanwhile, the children will benefit from any future appreciation 
of the common stock.  

GIFTS: Another effective strategy is to take advantage of annual 
gift-tax exclusions to pass on portions of the business over time. 
In 2015, the exclusion is $14,000 per recipient, or $28,000 for 
married couples.2  So if both spouses are owners of a business they 
are grooming their two children to take over, they can transfer the 
equivalent of $56,000 of the business to their kids this year and 
in future years. And the annual exclusions don’t count against  
the lifetime gifting limits. 

TRUSTS: Grantor retained annuity trusts (GRATs) and grantor 
retained unitrusts (GRUTs) are irrevocable trusts that are often 
used to help shield business owners and their children from estate 
taxes. With either type of trust, the owner places the business assets 
into a trust and can then receive income payments from the trust 
over a preset period of time. At the end of the time period, or at the 
death of the grantor, the assets are passed on to the beneficiaries. 
The value of the assets is reduced by the amount of income the 
grantor received, reducing the size of the taxable estate. (Keep in 
mind that the assets placed into either type of trust are subject to 
lifetime gift tax limits.)

CHOOSING THE RIGHT PATH
Each of these strategies comes with unique benefits — and potential 
drawbacks — Simmons cautions, so it’s important for owners and 
their families to start thinking about the transfer years before 
they expect it to take place. “In fact, the best time to start thinking 
about a transfer is when you start the business, because the type 
of corporate structure you use will often determine your transfer 
options down the road,” she says.

For example, companies set up as sole proprietorships may 
have fewer options than those organized as corporations. And 
each strategy will be taxed differently. Of course, while taxes 
are always an important consideration, they shouldn’t drive the 
decision-making process. You and your family should review all 
of the implications of passing on your business. You’ll be giving 
up control of a company you may have spent a lifetime building, 
and you need to make sure you will be able to enjoy a comfortable 
financial future. p

1Internal Revenue Service, “Applicable Federal Rates (AFR) for June 2015.”
2Irs.gov, “Frequently Asked Questions on Gift Taxes.”

YOUR REGIONS 
WEALTH ADVISOR 
CAN BUILD A TEAM 
OF FAMILY BUSINESS 
SPECIALISTS 
TO HELP YOU 
FIND THE BEST 
SOLUTION TO MEET 
YOUR PERSONAL, 
FINANCIAL AND 
LEGACY GOALS.
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STEPPING UP
Why capital gains taxes have become 
more important to estate planning

W ITH THE U.S. estate-tax exemption now 
sitting at $5.43 million per individual —  
$10.86 million for married couples — some 
affluent families are turning their attention  
to another kind of tax: capital gains.

Only two in every 1,000 estates now pays the federal estate tax 
since Congress raised the individual exemption amount  
significantly in the American Taxpayer Relief Act of 2012 (ATRA), 
according to recent estimates from the Joint Committee on 
Taxation.1 Conversely, the top capital gains tax rate increased 
from 15% to 20% under ATRA and now applies to more taxpayers.

REDUCING THE IMPACT
To minimize their capital gains tax obligations, some families 
are taking advantage of “step-up” basis rules that allow them to 
adjust the cost basis of appreciated assets when they pass along 
those assets as an inheritance. The rules effectively allow heirs 
to avoid paying capital gains taxes on the appreciation of assets 
that occurred before they inherited them.

In practice, the rules encourage taxpayers to hold on to real 
estate, stock and other appreciated assets until their death rather 
than selling those assets during their lifetime, says Terisa Heine, 
a Regions Trust Advisor. “For those assets that have increased 
in value significantly, it can make sense to hold them until 
death, so you receive that step-up,” she says.

Here’s how step-up rules work: Assume that years ago you 
purchased 1,000 shares of stock at $1 a share. The value of each 
share has since jumped to $100, making the investment now worth 
$100,000. If you sell the stock while you’re alive, you would pay 
capital gains tax on $99,000 — the $100,000 sales price minus 
your $1,000 investment. At a 20% capital gains tax rate, the tax bill 
would come to almost $20,000.

However, if you keep the shares and bequeath them in your 
will, your heirs’ cost basis would “step up” to the fair market value 
at the date of death. So if they inherit the stock at $100 per share 
and later sell it at $105 per share, the capital gains tax would apply 
to only the $5 per share of appreciation.

THE SPECIFICS
Step-up rules can be used with various assets, including stocks, 
bonds, real estate and businesses. They typically don’t apply to 
assets held in retirement accounts, such as 401(k) plans or IRAs, 
Heine says. Moreover, assets placed in trusts don’t automatically 
qualify for step-up rules, but individuals can work with a trust 

advisor to structure a trust in a way 
that allows them to qualify, she adds.

The application of step-up rules 
can also vary by state. In states 
with community property laws that 
require all marital assets be divided 
equally between spouses, when 
one spouse passes away, the other 
spouse’s cost basis of any assets  
is often the fair market value on the 
date of the deceased spouse’s death.  
So, in that scenario, if a couple  
purchased a home for $100,000 that’s 
now worth $1 million, the surviving 
spouse’s basis would be $1 million.

In states without community 
property laws, generally just the 
decedent’s portion of the assets is 
stepped up. In the above example, the 
cost basis of the deceased spouse’s 
portion of the home would be stepped



CHANGES 
AHEAD?
Early in 2015, 
President Obama 
proposed capping 
the level of capital 
gains that could be 
bequeathed tax-
free at $100,000 
per person. While 
it’s unclear whether 
there’s enough 
political support in 
Congress to pass 
such legislation,  
families should 
keep an eye on it, 
Heine says. “If this 
does pass, it will 
have a huge impact 
on estate planning,”  
she adds. p
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 up to $500,000, while the basis 
on the other half would remain 
at $50,000, or half the $100,000 
initial cost, for a total basis of 
$550,000. If the surviving spouse 
sold the house, he or she would 
pay capital gains on $450,000, or 
$1 million minus $550,000.

Some states impose their 
own estate taxes, which can also 
impact the decision of whether to 
try to minimize estate taxes or 
capital gains taxes. In states with 
relatively low exemption levels, it 
often makes sense to place more 
effort on reducing the size of one’s 
estate than on lowering capital 
gains. “In these states, more 
traditional trust planning may be 
needed to avoid losing the state 
estate-tax exemption,” Heine says.

Similarly, taxpayers whose 
estates will exceed the federal  
exemption level will want to 
weigh the benefits of reducing  
the sizes of their estates, versus 
the advantages of holding on  
to assets until their death and 
leveraging the step-up rules to 
cut the capital gains tax.

Step-up rules can come into 
play in another way as well: Some 
individuals use the assets they 
own as collateral for loans when 
they need income. That way, they 
can avoid selling the assets and 
generating capital gains tax. “You 
want to protect those assets and 
not have to liquidate them,” Heine 
says. Of course, the decision to do 
this should factor in the need to 
repay the loan.

Planning for estate and capital 
gains taxes remains a complex 
endeavor. Your Regions Wealth 
Advisor can connect you with  
specialists at Regions to help  
you formulate strategies that 
work for you. 

1Joint Committee on Taxation, “History, Present Law, and 
Analysis of the Federal Wealth Transfer Tax System,” 
March 16, 2015.
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