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or most business owners, selling
F or transitioning their company

represents the culmination of
decades of hard work and the largest
financial transaction of their lifetime. Yet
many entrepreneurs fail to adequately
prepare for this pivotal moment. The
majority of business owners don’t prepare
for their exit, and lack a formal transition
plan. Exit planning isn't just about finding
a buyer, it's a comprehensive strategy to
maximize value, minimize risk, and help
safeguard your personal and financial
goals long after you've handed over the
keys.

1. Start much earlier than you think

One common critical mistakes
business owners can make is waiting
too long to begin exit planning. Ideally,
you should start planning at least three
years before you want to transition
out. This timeline allows you to address
operational weaknesses, strengthen
management teams, and position your
business attractively for potential buyers
Or successors.

The most ideal time to seek
professional advice is before the liquidity
event, with some sensible steps taken
up to 12 months prior to a sale to help
make the most of what is often a one-off
opportunity. This preparation period can
make the difference between a good exit
and a great one.

2. Know your options

Exit planning is far from one-size-fits-all.
Business owners today have numerous
pathways to transition ownership, each
with distinct advantages. Common
strategies include management buyouts,
leveraged recapitalization, Employee
Stock Ownership Plans (ESOPs), outright
sales, private equity partnerships, and
public offerings.

Owners are most likely to sell to a
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partner or third-party when seeking

full value for their company. However,
some may choose to transfer or gift the
business to a child, with options to retain
shares or draw income as an employee or
consultant to help fund retirement. The
key is selecting the strategy that aligns
with your personal, business, and financial
objectives.

3. Build a sellable business

Exit planning is fundamentally a
proactive process designed to help
confirm you have a sellable business,
maximize its value, and reduce the risks
and challenges associated with a transfer.

This requires a thorough operational
review, which examines fundamental
metrics and important documents,
organizes talent management
assessments, and conducts an in-depth
look at your business operations.

Review your business financial records
and corporate documents for accuracy,
up-to-date information and audits.
These documents form the foundation
of any transaction and will most likely

A
“Exit planning

isn't an event;
it's a journey that
requires foresight,
preparation,
and professional
guidance.”

be scrutinized by potential buyers. Work
with your financial advisor to obtain an
informal valuation and seek a second
opinion from an investment bank to
understand your company’s true market
value.

4. Prepare mentally and emotionally

Beyond spreadsheets and legal
documents lies a more personal challenge.
It is essential to mentally prepare to exit
your business both in terms of letting go
of the reins and reconciling the difference
between what you think your business is
worth and what it is worth. This emotional
preparation is often overlooked but can
significantly impact decision-making
during negotiations.

Additionally, don't just focus on what
you need financially. Consider how you
can continue to grow the business to
its greatest capacity ahead of an exit. A
thriving, growing business commands
premium valuations.

5. Consider strategic tax and wealth
planning

Business owners should carefully
consider the tax treatment of a proposed
sale. Working with financial advisors who
understand your family dynamics and

business structure can help you approach
and structure your shareholding prior to
sale and manage assets for the future.

Additionally, you need to assemble your
core advisory team. The knowledge of
an experienced team can help business
owners make sound personal planning
decisions before and after a liquidity
event. This team should include wealth
management advisors, investment banking
specialists, tax professionals, and legal
counsel all experienced in exit planning.

Exit planning isn’'t an event; it's
a journey that requires foresight,
preparation, and professional guidance.
By starting early, understanding your
options, and building the right team, you
can transform your business exit from a
stressful transition into the successful
culmination of your entrepreneurial
achievement.
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