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SVALL BUSI NESS OMNER NEEDS ANALYZER
| NTRODUCTI ON

EXIT PLAN

a. What is an exit plan that will allow you to | eave
your business the way you want and how do you
create such a plan?

b. There are nmany types of businesses and busi ness
owners, as a result, each business owner’s exit
plan will vary; yet alnost all exit plans contain
comon el enent s.

c. Discover howto mnimze tax consequences to you,
to the business and to the new owner upon
transfer of your ownership.

d. Discover how to structure the transaction to
guarantee that you receive the nonies due to you.

EXIT PLAN QU Z FOR BUSI NESS OMNERS

a. Do you know your primary planning objectives
in | eaving the business, such as:

1. Your departure date (retirenent)?

2. The inconme you need fromthe sale of your
busi ness to achieve financial security?



3. To whom do you want to | eave your business?

4. Do you know how nuch your business is
wort h?

5. Do you know how to increase the val ue of
your ownership interest through enhanci ng
t he nost val uabl e asset of the conpany —
t he enpl oyees?

6. Do you know the best way to sell your
business to a third party which nmaxi m zes
your cash, mnimzes your tax liability and
reduces your risk?

7. Do you know how to transfer your business
to famly nenbers, co-owners or enpl oyees
whi |l e paying the | east possible taxes and
enj oyi ng nmaxi mum fi nanci al security?

8. Have you inplenented all necessary steps to
i nsure that the business continues if you
don’t?

9. Have you provided for your famly’s
security and continuity if you die or
becone i ncapacitated?

CREATI NG AND PRESERVI NG VALUE

a.

Most busi ness owners are so dedi cated to neking
noney that they have little or no tine to spend on
creating and preserving value for their business

Even so, it is tinme you find the tine to begin work
on your exit plan

EXCHANG NG OANERSHI P FOR MONEY

a.

b.

I nevitably, every business owner will sooner or
| ater | eave the busi ness

Yet few owners think about that event as they build
and run their businesses

In no other event is the need for planning so
obvi ous and the | ack of planning so evident



d.

One of the follow ng scenarios will occur:

1. You wll transfer ownership of the business
during your lifetinme because you want to
retire. Wthout planning, you may well have
to liquidate; but with planning, you will be
able to sell the business to a third party, to
key enpl oyees or co-owners, or to famly
menbers — all at mnimal tax rates

2. You will die or becone disabled and the
business will have to be |iquidated unless
busi ness continuity arrangenents have been
pl anned and docunent ed

MEETI NG PERSONAL AND FAM LY NEEDS

a.

You likely have no avail able market to which you
can sell your business

You need an exit plan should you unexpectedly die
or becone di sabl ed

Your business and famly nust continue even if you
don’t. Business continuity planning, estate

pl anni ng and personal wealth accunul ati on, al
reviewed annually, are critically inportant

A business continuity plan provides the neans for
dovetailing ownership interests (such as death,
retirenment) and val uation and provisions for
paynent

Wt hout financial security and i ndependence, you
will never be able to | eave your business

Estat e pl anni ng provi des the nechanisns to continue
the business and your famly's lifestyle should you
depart fromthe business unexpectedly

GOALS FOR BUSI NESS OMNERS ONLY

a.

You have to decide how you want to | eave your
busi ness and how that is to be achi eved



I NI TI AL

a.

C.

The rest of the planning process and all tax
pl anning and inplenentation is dedicated to
reachi ng the objectives you establish

OMNER- BASED DEPARTURE OBJECTI VES CHECKLI ST
Fi nancial Exit Objectives

1. Leaving the business in style nmeans, for ne,

havi ng $ of annual after-tax
income for the rest of ny (and ny spouse’s)
lifetime

Personal Exit Cbjectives

1. | plan to work until

2. At that date | will no | onger be an enpl oyee
of the conpany, although I nay want a | arge
portion of ny retirenent incone streamto cone
fromthe business

| Intend To Transfer The Busi ness To:

1. The following child or children (Yes or No).
If yes, who?

2. The follow ng key enpl oyees (Yes or No). If
yes, who?

3. My co-owners (Yes or No)

4. A third party, known or unknown (Yes or No)



5. | intend to pursue the followi ng activities
after | |eave ny business:

SUCCESSFUL BUSI NESS PLANNI NG
a. Use experts (CPA, Valuation Firm
Fi nanci al Advi sor, Busi ness Successi on
Attorney, etc.)

b. Plan for the transition with your
experts

c. Anticipate taxes and how to pay them
d. Plan your own retirenent
QUESTI ONNAI RE
TYPE OF YOUR BUSI NESS
{ } Ofice Professional
{ } Retail
{ } Service
{ } Wolesale

{ } Oher

NAVE OF BUSI NESS

TYPE OF OMNERSHI P
{ } Sole Proprietorship
{ } Partnership

{ } S-Corporation



{ } C Corporation

{ } Limted Liability Conpany; elected tax
stat us

DO YOU HAVE EMPLOYEES?

{ } No
{ } 1to5
{ } 6 1to 10

{ } 11 to 15
{ } 16 to 25
{ } 26 to 50
{ } 51to 99
{ } 100+
'S YOUR BUSI NESS REQUI RED TO BE BONDED?
{ } Yes
{ } No

| F YOU WERE TO BUY YOUR BUSI NESS TODAY, VWHAT WOULD YQU PAY
FOR I T?

$

HAS A FORVAL EVALUATI ON BEEN COVPLETED FOR THE VALUE OF
YOUR BUSI NESS?

{ } Yes

{ } No



DO YOU OMN OR LEASE THE BUI LDI NG FROM VWHI CH YOUR BUSI NESS
OPERATES?

{ } Om

{ } Lease

WHAT WOULD YQU LI KE TO SEE HAPPEN TO YOUR BUSI NESS WHEN YQU
RETI RE, BECOVE DI SABLED OR DI E?

You have four options:

1. Transfer of ownership to your children or other
famly nmenbers by gift, sale or inheritance

{ } Yes; if yes, which?

(gift, sale, etc.)
{ } No

2. Sell your ownership interest in the business to
ot her co-owners or enployees. Especially with
smal | er busi nesses, a comon retirenment plan
technique is to have a younger and active person or
persons buy into your business while you are stil
active. Upon your retirenent, the younger

person(s) w |l purchase your remaining business
I nt er est

{ } Yes

{ } No

3. Sell your ownership interest in the business to a
third party — this option becones necessary because
you failed to create a market for your ownership
interest by sale to your famly, co-owners or
enpl oyees. This option often becones a bargain
sale for the buyer — and is the only alternative to
| i qui dation; on the other hand a sale to a third

party:

a. Results in cash to the owner



b. Mnimzes financial risk at your exit fromthe
busi ness

c. Elimnates famly succession issues

d. Allows for a speedier exit fromthe business;
you nmay need to contact a business broker or
an i nvestment banker

e. 20% of businesses are for sale, but only one
out of four actually sells

{ } Yes
{ } No

4. Liquidate your business — sell the assets, collect
out standi ng accounts, pay the bills, and keep what
is left, if anything. This is a VERY BAD CHO CE i f
your business is a service business. Liquidation
shoul d be used only as a last resort. Don't even
consider this

{ } Yes
{ } No
| f you do chose liquidation, what sources of incone

woul d your dependents have avail able while the
busi ness was bei ng |iqui dated?

WHO W LL ACTUALLY RUN THE BUSI NES AFTER YOU LEAVE?

DO YOU HAVE AN ESTATE PLAN THAT W LL TRANSFER YOUR BUSI NESS
| NTEREST?

{ } Yes

{ } No



DO YOU HAVE A VWRI TTEN BUY- SELL AGREEMENT?

{ } Yes; if yes, howis it funded?

{ } No
ARE THERE ANY “KEY” EMPLOYEES OR CO OANERS WHOSE DEATH,
Dl SABI LI TY OR RETI REMENT WOULD HAVE AN ADVERSE | MPACT ON
YOUR BUSI NESS?

{ } Yes

{ } No
| F ELI G BLE, WOULD YQU BE | NTERESTED I N USI NG BUSI NESS
DOLLARS TO PAY FOR CERTAI N | NSURANCE COSTS FOR YOU OR YOUR
KEY EMPLOYEES?

{ } Yes

{ } No

| F YES, WOULD YOU BE MORE | NTERESTED I N THE
BUSI NESS:

{ } Receiving its dollars back when the
enpl oyee | eaves the business?

{ } Receiving an inconme tax deduction?

DO YOU CURRENTLY OFFER A DEFERRED COMPENSATI ON, STAY BONUS
OR SALARY CONTI NUATI ON PLAN FOR THE KEY EMPLOYEES OF YOUR
BUSI NESS?

{ } Yes

{ } No
CREATI NG VALUE I N YOUR BUSI NESS THROUGH THE KEY EMPLOYEES

When you ask yourself, “What is the nost effective way

to create and build value in ny business?’, the correct

answer is: “Finding, keeping and notivating key enpl oyees.”




There are several inportant reasons:

1

Properly notivated by a profit-based incentive
pl an, key enpl oyees do increase the value of your
busi ness

Key enpl oyees often becone potentia
pur chaser s/ owners when you decide to retire or nove
on to anot her venture

If you decide to sell to a third party (or gift the
busi ness to your children), the continued existence
of a stable, notivated managenent team w ||

I ncrease the purchase price

The future of your business is in |arge nmeasure tied

into how securely the key enployees are tied to your

business. This is so whether you transfer your business to

a child who is not quite ready to run the business, whether

you sel

to your key enpl oyees, or whether you sell the

busi ness to an outside party.

DCES YOUR BUSI NESS CURRENTLY HAVE A QUALI FI ED RETI REMENT

PLAN?

{ } Yes
{ } No

| F YES, WHAT TYPE OF PLAN DCES YOUR BUSI NESS
CURRENTLY HAVE?

{ } Sinplified Enpl oyee Pension Plan (SEP)
{ } SIMPLE IRA Pl an

{ } 401(k) plan

{ } Keogh Plan

{ } Profit-Sharing Plan

10



{ } Defined Benefit Plan

DCES YOUR BUSI NESS CURRENTLY OFFER LI FE | NSURANCE TO YOUR
EMPLOYEES?

{ } Yes
{ } No

DCES YOUR BUSI NESS CURRENTLY OFFER HEALTH | NSURANCE TO YOUR
EMPLOYEES?

{ } Yes
{ } No

DCES YOUR BUSI NESS CURRENTLY OFFER DI SABI LI TY | NSURANCE TO
YOUR EMPLOYEES?

{ } Yes

{ } No
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