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Forecasters astimata

that over tha naxt ten
years, at least one-third
af all busingss owners wall
transfer cwnership; this
tranalatos into $4.6 trilkon
of personal weath,
Anather statistic shows that generally,

75 percent of a busingss owner's waalth

s mttributable to the business tself,

Heowvewar, most busingss owners don't
progcinedy devefop an axt plan = onky 15
percent by one estimate. For the other BS
percant, an involumary event may likely
trigaer a business sale or trans'er - like

cew of the “Dismal Ds: Death, Disabitty,
Divorca, Declining marke?, Debt overcad o
Cissenting ownee.”

So, how would 8 business owner go
about developing an exit plan? Visualze

a baseball fistd, The home téam is the
business owner, family and employess;
the opposition s the emotional barriers to
face, the lack of management depth and
the exposura 1o income and fransfer taxes.
The exit planning process s ke running
tha basas.”

Home plate - Goals are identified.
Authors [ike Stephen Covey would say;
“Begin with the end in mind.” So, begin

B home base by dentitying the busingss
LTINS poals surrounding exiting the
business. It's nat ony who or haw 1o
transter cwmership, and what the cwner wil
do after leaving the business; it's finding the
purpose behind it all. How will the cwner
teal after 1he sale or transfer? From the
mind's eye, what will that look Lke? When
the gwner can describe his or har purpose
pehind the goal at the fealing lavel, tha truih
behind that goal is revealed and emotional
bariers begin to fall, After al, home s
where tha hoart is.

First base - Where are wo now?
Financial securdty upon retirement Is often
one of the business owner's biggest
concerns. i's imperative to know the
business cwner's personal resources 1oday
and what rescurnces are projected for the
future, Also, t's finding out the needs of
cther home team members, If 75 percent of
a busineas owner's wealth is ted up in tha
busiress, ard financial secunty is iImpertant,
it's critical to krow what tha business is
worth, Thers can be mara than one vius
for a business: and, value differs from price,
The saying I3: you daterming value and
negatiata price,

i

Second base - Where do we want

to bo? Aside from seling out through

a punc offering, there are generally six
options of eithor sadling or transfernng
business ownership: 1) third-party buyer,

2) management, 3) ather awnens, 4) family,
&) employes stock ownership plan (ESOF)
or 6) voluntary tiqudation, Purposes behind
each option, might ba thesae: asalatoa
third-party to maximize the price; seling

to management 1o reward them for prior
senvice; seling 1o other owners ansing out
of & buy/sell agreement; a gift of anarship
to family members to maintain the family
business legacy, seling ta an ESCP 1o

motsale and retain empioyees; or, an
ordesty |quidation becomes the mast
prudent opton,

Third base - How do we get there? Hera
arg sorma examples of ownership transfer
strateglas: to maximize the price paid by a
third-party buyer, sell tha business under

a controlled auction amongst competing
strateglc buyers: in a managament buy out,
51808 tha buy-in Dy selfng minority interests
aver time ot afordable prices; hase the
cwners executo o buy/sell agreemant
wihich defines tha triggering events and the
pricing and funding mechansms; make
ifetime gifts of minorty ownership interosts
to famity members; have the company
pre-fund an ESCP over two to five years,
bormowing the remaining purchase peice
from & bank: or, hire a professenal auction
compary to iquidite 1ha companys
remaning assats.

Back at home plate - Goals are met.
The bases have been run and the goals met
for the home team, Business awners wha
dan't gat in the game run the risk of turning
over the decision of exiting the business to
a "Diamal D." Proactively developing an exit
pEan greis the business owner the freadam
to decide when, why and how business
ownership will ba soid or transferad. YWhen
oone whh a purpose, the process can be

@ rawarding Ife axperienca for the antire
home team,

Darrell can ba reachad at
darne@arne-co.com. @
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