A STRATE GY SP OTLIGHT

Importance of Business
Continuation Planning
Unfortunately, there are many ways in which a business can be disrupted;
such disruptions can cost the business more money than they want or can
afford. The end result could mean lost revenues and extra expenses due to
the disruption which ultimately reduces the overall profits. A well-developed
and maintained business continuation plan outlines the steps necessary
for a company to operate in the wake of a sudden change.
Planning helps address basic concerns,
such as management in the event of a death,
retirement, disability, and/or incapacity.
Also, continuation plans reveal backup strategies
for more complex scenarios like lawsuits, human
error, viruses, mergers and acquisitions, labor
disputes, or distribution matters.

KEY POINTS
1 | “One size fits all” planning doesn’t
work well.
2 | Business continuation plans are
critical to all types of companies.
3 | Proper planning insures the
company will continue.
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The ability of an organization to recover from
an event is directly related to the degree of
planning that has taken place before the event
occurred. Without a plan, the sad reality is that a
business which experiences an episode could go
out of business within a few years of the event.

Therefore, business continuity plans are critical
to the continuous operation of all types of
businesses. In today’s technology world, such
planning becomes extremely vital as companies
become increasingly reliant on technology to
do business. As companies place more emphasis
on technology in order to better address their
customers they can become less organized and/
or focused on maintaining information which
can be lost as a consequence of a disaster.
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Taxation

The Bottom Line

When dealing with business continuation a
proper plan will address the value of a business
interest for both the fair market value of the sale
and estate purposes. Specifically, the fair market
value is the hypothetical price that a willing
buyer would pay and that a willing seller would
accept when neither is under any compulsion to
buy or sell and both have reasonable knowledge
of the relevant facts. Therefore, an advantage
of a business continuation plan is the ability to
help set or predetermine the potential estate
tax values of a business interest and to not leave
an estate open to the long, expensive, and often
losing process of trying to prove a lower value
against a higher assessment by the IRS.

A business plan is a company’s
safety net! The plan enables
companies to respond and/
or adapt to potential disasters
without crippling the business
operation as a whole. The
goal is to establish policies
and procedures appropriate
to the company in order to
help companies address
emergencies that lessen
the overall operation of the
companies. As the percentages
show, failure to plan accordingly
can be a costly endeavor for
both the business and family.
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