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Successful business owners are unique in their abilities to manage many aspects of their companies, 
all towards a successful, profitable outcome. In the day-to-day battles and pursuits to advance your 
company, it is unlikely that you stop to think about its future transition. Despite the fact that you may 
not be ‘pro-actively’ thinking about the future ownership of your business and how you will participate 
in the transition of the company to the next owners, here are a few signs that may indicate that you are 
getting closer to planning for your future departure and succession to a new owner.

1. My Company is Doing Well Again but I Don’t Want to Go Through  Another Recession

Business owners who survived the financial crisis in 2008 and 2009 should be applauded. Tough 
decisions were made to stay in business as the financial and economic world around us seemed to 
collapse overnight. As market volatility has returned this year, you may be thinking about how much 
you almost lost last time and how risky your actual financial position really is. If you’d rather not have 
the majority of your wealth tied to an illiquid business, so that you once again are forced to work very 
hard to protect what you have built, then that is likely a sign that you are ready to begin thinking about 
sharing or shifting those future risks with and to another owner of your business. If you don’t know who 
that future person is or will be, the ‘exit planning process’ can help you identify and plan for that future 
owner so you sleep better at night knowing that you have a plan in place and are prepared for the next 
economic storm.

2. I Really Do Not Want to Be Working as Hard as I am Right Now

If you find yourself thinking this on a daily basis, then it is a good sign that you should be investing 
time and money into a plan to have someone else helping you run the business in the future. The 
most motivated person to help you navigate the company forward, of course, is a financial partner 
or investor – someone who has some skin in the game and will assume management and leadership 
responsibilities to lift the burdens off of your shoulders and allow you to reduce the dependency that 
your business has on you. Finding these future owners and investors is a process and thinking that 
you want to ‘slow down’ is a sign that you are ready to begin that process. Remember that boredom 
and slight fatigue today is likely to lead to burn-out and exhaustion in a year or so. Before that 
happens and your position weakens and your options diminish, consider a plan to bring in a partner 
from a position of strength. Or, alternatively, consider the outright sale of your company to fully 
liberate yourself from the burdens of the business.

Four SignS You’re readY to Plan For
Your BuSineSS tranSition (Part i)
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3. I Feel a Sense of Urgency To Take Care of My Key People So They Don’t Leave

This is a different version of the ‘I’m working too hard sign’. In this case, you as the owner are 
looking at your key managers and employees and thinking that you really need them to stay and be 
incentivized to grow the business. In most cases with company founders, this sentiment arrives at the 
same time that the owner begins to think about ‘slowing down’. And, owners who know how to protect 
themselves and their time, know that losing key people not only diminishes the value of what they
have built, but also forces the owner into the unfortunate position of needing to find, hire, train, assess, 
mentor, monitor and then incentivize a person all over again. Owners take on this challenge when they 
are growing their businesses. However, if the process of losing key people now seems painful because 
you would have to work hard to replace them or, worse yet, you would have to once again assume 
their responsibilities at the company, then it is a sign that you are ready to start planning
for future ownership of your business.

4. My Assets Are too Concentrated in My Company

This higher level of thinking is usually reached when an owner stops to take a look at the risks that 
are present in their overall financial picture. The reality is that many owners do not take money 
out of their companies because they want to have that growth capital available to them to pursue 
attractive opportunities in their businesses. This habit, over time, causes an imbalance in the owner’s 
overall financial picture because owners tend to only take from the company what they need for 
living and ‘basic’ savings. Therefore, in order to diversify your financial position, you may be thinking 
about monetizing a portion or all of your business. If this is the case for you, it is important to ask the 
question, ‘how will I get money out of this business?’.

There are really only two answers, and they both go to the future cash flows and potential for the 
company. First, you can start taking more of the current cash flow out of the company and saving it 
personally. This strategy should include a form of planning to be assured that your company plans 
and budgets can be met with the cash that you leave in the business. Or, you can begin a process 
of having someone else purchase those future cash flows through a sale of a portion of the equity 
in your company. This second option is a little difficult for private businesses because investors and 
buyers usually are not interested in a minority stake position in your business. Therefore, in order to 
diversify, you may need a private equity group partner or you may need to sell outright or merge with 
another business. A desire to diversify your wealth is a sign that you are ready to start the ‘exit planning 
process’.

Concluding Thoughts

While it can be a challenge to consider an exit because you are giving up a portion of control, all of 
the signs listed above are offered to help you think through your next steps as you advance towards a 
successful exit and transition of your company. If you think you might be ready to start thinking about 
this transition, read on as we discuss some of the major steps necessary to prepare yourself and your 
business for your exit.
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The principles outlined below can be used as a guide to assist you in preparing your personal life and 
finances by aligning your liquid and illiquid assets towards achieving your goals for your exit.

1. Setting and Measuring Personal Goals

The first step in any planning process is setting goals. Just like you choose a destination prior to setting 
on a voyage, so too must you define your goals and what you want to achieve with your exit. Think
back to when you started your business. Aside from the ability to control your own destiny, what were 
the dreams and aspirations that you valued when your future success would arrive? How did you
envision living once you had the financial freedom to choose how you spend your days?

You see, not only are the most successful exits planned in the owner’s mind well in advance of any 
transfer of ownership, this type of forward thinking is essential to reaching your envisioned milestone. 
Amidst the ongoing challenges of running your business, deep down there is a life that you were 
envisioning living once the dust settled and your business ventures were complete.

2. How would you spend your time if you’re not working in your business?

Often the threshold question when contemplating your future life is ‘how would you spend your 
time without working in your business?’. This is the question upon which all things rest because 
without this type of focus, it is unlikely that you will escape the ever-present demands of your private 
business.

As a tool to assist you in developing these goals, it is helpful to construct a calendar of events that 
you would participate in once your business exit is complete. Take detailed notes, filling in the
days on a future calendar and how you would fill them. You should visualize this occurring and act as 
if it already exits.

One helpful tool to assist in this exercise is to detail each of the expenses that are a part of your 
future lifestyle [without your business]. When you engage your mind in this direction, you begin
to form thought of your exit and let them guide your decisions within your business. This can be 
tough to do for owners who simply live and pay for their lifestyle out of their business. Remember 
that this is a critically important step, not to be overlooked due to its seeming simplicity.

Five thingS to think aBout aS You
Plan Your BuSineSS exit (Part ii)
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3. Increase your personal savings

Most owners of private businesses have very little money saved outside of the business. This is largely 
because you have successfully bet on yourself throughout your career, not trusting the volatility of 
liquid investments. But remember that personal diversification can only be achieved by increasing 
your liquidity. You cannot pay your bills with real estate equity or shares of your private business. So 
even if it means being taxed on those dollars, you ultimately have more options for your exit if you are 
personally prepared from a financial perspective.

4. Close your ‘Value Gap’

The value gap is the amount of money that you need to extract from your business, net of fees and 
taxes. Once you can measure this amount, you can look to achieve your equity extractions through a 
series of exit options scenarios to figure out which one best meets your goals.

5. Checking your insurance plans

Too often, insurance is purchased for a variety of reasons – for issues that exist as well as potential 
contingencies that need to be managed through the use of insurance. It is likely that time has removed 
many of these risks but you are continuing to hold onto those policies. Remove excess policies where 
risks no longer need to be insured. After this exercise, be certain to bolster areas that do require 
continued insurance.

Updating your buy-sell agreements

If you have partners in your business, you have likely had exposure to a buy-sell arrangement. Since 
that buy-sell was put in place and funded with insurance, many changes have likely taken place. It is
not uncommon to see ‘legacy’ policies that need updating.

Insure against estate taxes

It is common for owners to let 10 or more years pass without updating their estate planning 
documents. Conduct a review of these vital documents to protect against onerous taxes. It is a shame 
to work a lifetime only to have the wealth go to the government.
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Conclusion

Remember that your personal affairs, starting with your goals and ending with a review of your financial 
and gifting strategies, is the optimal way to begin pursuing your personal readiness for a future exit.

What’S neW at Siller & Cohen:
1St Quarter 2020

Speaking Events

• Randy Siller gave two presentations at the National Symposium for Lincoln Financial Network.  
His first presentation centered on tax planning ideas for high net worth clients. His second 
presentation discussed providing maximum support and service to clients by building and 
leveraging a strong team.

• Jeffrey Cohen also spoke at the National Symposium. He presented a case study involving a highly 
compensated executive, and shared his thoughts regarding financial planning for executives of 
large companies.

Associates of Siller and Cohen are registered representatives of Lincoln Financial Advisors. Securities offered through Lincoln 
Financial Advisors Corp., a broker/dealer. Investment advisory services offered through Sagemark Consulting, a division of Lincoln 
Financial Advisors, a registered investment advisor. Insurance offered through Lincoln affiliates and other fine companies. Siller and 
Cohen is not an affiliate of Lincoln Financial Advisors. CRN-2993955-031220


