
Exit Planning for your business

We all have planned our retirements in our minds for years.  Our travel plans, honey-do lists, catching up with family and friends, just relaxing.  Sounds like the perfect life. But, we also spent just as many years building our businesses.  It isn’t something we can just walk away from, even if you are passing it onto your children or grandchildren.  How do you connect the business to someone who will care for it and you can begin to your retirement plan?  This comes in the form of an exit plan or a succession plan.

Think about it
Whether you are selling your business or passing it onto the next generation there will be change in the dynamic of the business.  This does not mean that it has to change operations, customers, employees, or vendors. But, what does need to happen is getting prepared for the change.

Change is never an easy thing.  To employees it causes concern of employment, wages, and benefits.  To customers, it may cause concern for quality, continuity and customer service.  To vendors, it is cause for concern about continuity and payments.  To the community, it causes concern of continuity and services/product availability.  Finally, to you the owner it means finding new ways to channel your talents.

What does this really mean?  It will be a major adjustment to exit your business.  While your expertise is necessary during the transition it may not be in your best interest to stay in the business after the transition. You will need to be prepared to accept this change.  For most owners, this is the hardest point of all.  

Here are some questions to explore and think about as you formulate your exit plan:
· I am ready to begin the process of selling/leaving my business
· I am ready to relinquish daily responsibilities in my business
· I am comfortable with someone else owning my business
· I will leave the running of the business in the hands of the new leaders without regret
· I am leaving my employees, customers, vendors, and community in good hands
· I am financially stable to undertake a change in monthly income
· I have plans to occupy my time and talents after the sale
· How will I continue to contribute to the community

Each of these questions and your answers will lead to more discussions and concerns. That is ok and exactly where you need to be.  The letting go of a major portion of your life and efforts is something that should be planned very carefully.

There are many excellent resources available to us to help plan your exit strategy.  Websites like www.exitplanning.com  provide step by step methods to execute your plan.

Getting Started
To begin to process of positioning your business for an exit plan will take time and effort.  To begin:
· Update your business plan
Remember in the beginning, the business plan and the work that it required?  The business plan now becomes a key part of the exit plan for your business.  The plan will provide to the buyer the information that you build this business upon.  It also may hold financial value.


· Discuss the concept with your professional services team
The experts that you have on your team--CPA, attorney, banking professional, insurance broker, and others--have their expertise.  They will provide you will forms, concepts, ideas, and suggestions on how to make the sale happen for your business.
· Assemble your team for the exit
· Prepare for the sale
· Determine what will be included in the sale 
· Research your industry on pricing for the sale of a business similar to yours

Making a Plan
Now it is time to make the plan to exit your business.  How is this different than your business plan?  The business plan is about all aspects of your business.  While it does include your selling or leaving the business the business plan does not give the details of the exit.  The exit plan, spells out in detail the vital information:  Who, what, where, and when.
· Who
· Who is in charge of the exit plan
· Who will write up the plan
· Who is the buyer or the designated replacement
· If you are selling your business do you know who this buyer is:
· Credit score
· Their business plan
· Past experiences
· Their view on customers/customer service
· The financial abilities to sustain the business after the sale
· What
· What specifically will be included in the sale
· What is the intent for the retaining of:
· Employees
· Customers
· Vendors
· Community relationships
· Social responsibility
· Where
·  Where will the company be in one (1) year after the sale in terms of:
· Customer satisfaction
· Employee satisfaction
· Vendor satisfaction
· Financial stability
· When
· When will all of the changes take place
· When will my departure take place?  What are my options for staying during transition








More on planning
The planning of your exit is important to many stakeholders.  It should not be taken lightly and does require planning in order to complete a successful exit plan.  It is your retirement plan after all.

On their website at www.exitplanning.com there is information available to assist you with the planning.  The seven (7) steps to an exit plan include:
1.  Owner objectives which includes, departure date, value, and buyer
2. Business and professional financial resources
3. Maximizing and protecting business value
4. Ownership transfer to third parties
5. Ownership transfer to insiders
6. Business continuity
7. Personal wealth and estate planning

There are a wide variety of resources available to help you plan.  Other experts include additional information such as planning for the death of the owner, in depth estate planning, and establishing a contingency plan within the exit plan.  From the website About.com (www.wills.aboutcom) an article by Julie Garber states:
“Even with a comprehensive exit plan in place, things can go wrong. The owner could become 
disabled, a key employee could leave, or a hurricane could destroy the business.  These unexpected situations should e built into any exit plan.  Things the owner should consider as part of a 
contingency plan include buy-sell agreements, key employee incentive programs, and purchasing business, disability and life insurance.”

Contingency plans, sometimes called continuity plan or disaster recovery plans detail the methods to continue the operations of a business when a major determinant happens.   One resource, www.ready.gov offers sample templates and many other tools to help individuals and businesses to  plan for the unexpected.  Their resources are available by: http://www.ready.gov/america/_downloads/sampleplan.pdf

Books such as, Buying the right Business—At the Right Price by Brian Knight and the Association of Country Business, Upstart Publishing Company, offer step-by-step guidelines, templates, and worksheets to assist you in the sales or transfer of your business.

Making the Sale
Everything worthwhile is worth waiting for.  To make the process go smoother, do your homework:
· Understand the contracts or sales agreements
· Prepare in advance
· Request a Commitment letter or Understanding of Memorandum
· Talk to your employees, customers, vendors, community leaders and competitors to ease the transaction 

Your professional service providers will be the ones to call upon for the preparations in making the sale.  Be sure that in advance you have discussed your idea of exiting.  These professionals will offer advice and guidance to assist and your business through this transition. 







Starting Over
What will your do with the profits from the sale?  Is it time to retire or reinvest?  
· Understand the grieving process
· Plan your time
· Seek professional service team for tax payments and capital gains exposure
· Have some fun
It finally has arrived, the covenanted moment of retirement. Free time, relaxation, comfort, but now what? There is no magic here, it’s up to you!








































Checklist

There are many resources available that can help define the exact items on your checklist for the sale or transfer of your business.  Only you and your team can determine what is right for you and the transition.  Below is a list of basic information that should be included in your process.

· Set a goal date for the completion of the sell/passing of the touch
· Update the business plan
· Plan the exit strategy
· Appraise the business
· Make appointment with professional service providers
· If using a third party broker or seller, bring them into the process
· Notify staff, customers, and vendors of the impending choice
· Prepare a schedule of training for the replacement team
· If passing the business to family begin the training process to cover:
· Customer base
· Customer needs
· Employee contracts and benefits package
· Safeguard of proprietary information
· Legal obligations for recordkeeping
· Safety and security for all stakeholders
· Sales techniques
· Sales contract (some may become invalid upon sale of the business)
· Vendor contracts
· Relationship information with local agencies, municipalities, leaders
· Update or complete Standard Operating Procedures (SOP) manual
· Review entire SOP and check for accuracy
· Determine what assets and liabilities that will be included in the sale/transfer
· Find buyer or establish transfer partner
· Attorney to draft preliminary sales contract or transfer contract
· Prepare reduction of workload schedule (for transferring to next generation)
· Negotiate sales contract/transfer
· Make plans for your free time
· Set the closing date
· Reduce work schedule
· Transfer or sale complete
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