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Business succession planning is an important process aimed at securing the future of a
company in the absence of its current owner(s). The goal is to ensure the continuity of the
business and safeguard the interests of the owner’s family. Whether voluntary or involuntary,
every business will eventually go through a transition of ownership. Through proactive
planning, business owners can minimize disruption and help ensure the most favorable
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Business Succession: Planning a Seamless Transition

outcome for all stakeholders involved.

Types of Business Transitions

Business ownership transitions can be categorized as partial or total transfers and may be
voluntary or involuntary. Understanding the available options can help owners choose the

strategy that best aligns with their personal and business goals.

> Voluntary TransFers:

o

Partial Sale/Transfer:

Employee Stock Ownership Plan (ESOP)
Outside Investors

Sales to Insiders or Relatives

Gifting Programs

Buy-Sell Agreements

o Total Sale/Transfer

Merger/Cash Out

Going Public

Stock-For-Stock Exchange with a Public Company
Stock Cash Sale to a Public Company

Installment Sale to Relatives/Insiders
ESOP/Management Buyout

Liquidation

> Involuntary Transfers:

O O O O O O

Divorce

Forced Restructuring
Shareholder Disputes
Bankruptcy
Liquidation
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Defining Succession Goals

When starting the succession planning process, owners should carefully define their goals and
establish a timeline for the transition. Key questions to consider include:

>

>
>
>

Is the primary objective to maximize financial returns or preserve the company’s legacy?
How long does the owner wish to remain involved in the business post-transition?
Is the owner willing to finance part of the sale or wait to collect payments over time?

Are there family members or key employees who should be part of the succession plan?

Common Succession Strategies

The succession process offers various strategies depending on the owner’s goals and
circumstances. Common approaches include:

>

Selling to a third party: This may involve selling to another company, private equity, or an
individual buyer.

Selling to existing owners: For businesses with multiple owners, one or more owners may
buy out the others.

Introducing a new owner: This could involve gradually transitioning ownership to a new
partner.

Selling to Family members: Transitioning the business to one or more family members.
Employee Stock Ownership Plans (ESOPs): Establishing an ESOP allows employees to
gradually acquire ownership in the company.

Taking the company public: Some businesses may opt for an initial public offering (IPO)

as a way of transitioning ownership.
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Comparison of Business Transition Options
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The following table outlines various business succession options based on different goals:

Goal Lifetime Gifts Bequest Lifetime Estate Sale Buy-Sell
Sales Agreement
Guarantees
Sell Business Not Not Possible, Not Possible, Not Sale Upon
Interest Applicable Appropriate Guaranteed Guaranteed Specific
Conditions
C-I;mri?gfgﬁratsoa Control Control via Not Not Not
Gift Timing/Size Estate Plan Appropriate Appropriate Appropriate
Can Be
Sell Business Combined Not ‘Cc‘mtrol Sale Not Can Ggarantee
. . . Timing, Not Option for
to Children with Other Appropriate G d Guaranteed Child
Goals uarantee ilaren
Minimize Can Reduce Not Possible, Not Not Not
Estate Value Estate Value Appropriate Guaranteed Appropriate Appropriate

Considerations for Co-Owners

For businesses with multiple owners, the following points are essential:

>

YV V V V

Considerations For Sole Owners

Is there a buy-sell agreement in place?

Has the succession plan been communicated to senior management?

Could the death of an owner impact financing or jeopardize business continuity?

Are plans in place to handle both lifetime transitions and post-mortem scenarios?

Is there business continuity insurance in place?

For businesses with a single owner, additional considerations include:

>
>

Is there a written plan for the business in case of unexpected events?

Is there a designated individual to run the business and manage finances if the owner is

incapacitated?

Could the owner's death, divorce, or disability impact financing or disrupt business

operations?

Is there a strategy in place to retain critical employees if the owner can no longer manage

the business?
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Impact on Financial Independence

It's important to incorporate business succession into both business strategy and personal
financial planning. Owners should consider how various succession strategies will affect their
financial independence. Key considerations include:

» How much liquidity is required to sustain lifestyle and retirement?
> Is the family adequately protected in the event of the owner’s disability or death before
retirement?

Conclusion

Business succession planning is a complex but essential process that requires careful
consideration of both personal and professional objectives. With the right planning and
guidance, business owners can help ensure the smooth transition of ownership while
preserving both the value and legacy of their company.

Important Disclosure: The information contained in this whitepaper is intended to be general in nature
and for informational purposes only. It should not be considered as investment advice or as a
recommendation of any particular tax or investment strategy or product. Moreover, this whitepaper is
not a solicitation or an offer to provide any specific tax, estate planning or financial planning service.
Please consult with qualified tax, legal and/or financial professionals for advice specific to your
situation before engaging in any business succession planning strategies.




