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ife is unpredictable. When it comes to the future of your business, plan for the unexpected. It
sounds simple enough, yet experts in succession planning say too many companies fail to give it
sufficient attention until it is far too late.
Formulating a succession plan is one of the most important things you can do for your business and
the risk of not creating one can be crippling. But why? What is it that gets in the way of succession planning? What steps can you take to make sure your plan actually works?
A panel of experts and thought leaders on the succession planning process — Amy Apiado, partner
with Moss Adams; Pradeep Tempalli, senior wealth advisor at Allium Financial Advisors; and Justin
Denton, partner with Tonkon Torp — got together to share their knowledge about this critical business
task. The discussion was moderated by Erica Heartquist on behalf of the Portland Business Journal.
Erica Heartquist: What are important
factors for somebody to consider
when thinking about transitioning a
business?
Pradeep Tempalli: A business
succession plan is an important part
of someone’s overall wealth plan –
including estate, gifting, retirement
and tax planning. When thinking about
transitioning your business, I think you
need to consider what stage of life you
are in but understand your succession
plan may evolve over time. The thought
of retirement is often a trigger for many
business owners to get serious about
how they will transition their business.
One major question to answer is – are
you ready to give up control of your
business? This can be very challenging
but ultimately necessary. It is not
uncommon for business owners to
have a majority of their net worth
tied up in their business. The goal
to generate liquidity for retirement
typically requires the relinquishment
of control. There is no one right way
to do it. What is most important is
taking the time to set realistic goals,
then establish a path to transition with
professional assistance.
Amy Apiado: You find a lot of clients
who have not really looked at, “What
do I need in retirement?” The majority
of their assets are illiquid and tied up

in the business, how are they going to
transition this business? Can they do it
via gift, if they’ve got kids involved in
the business? Do they need to do it via
a sale to fund their retirement? Will the
business be able to cash-flow enough
to fund the purchase price as well as
giving the continuing business enough
cash flow to operate? We always
recommend starting the process with
a personal financial plan to determine
how much cash they need out of the
transition to fund their retirement.
Justin Denton: Amy and Pradeep gave
great advice. To start the succession
planning process, owners should ask,
“Where do I want my business to be
on the day I walk out the door for the
last time? What do I want personally
for my business? What do I want for
my family? What do I want for my
employees?” Once business owners
answer those questions, they can
start planning how to transition their
businesses in a way that lines up with
those answers.
Heartquist: Do you find that people
are not as prepared as they should be?
Apiado: More often than not, they’re
not totally prepared for all aspects
of a transition and sometimes the
driving factor for that is they are not
quite ready to let go of control and see

themselves with an identity outside of
the business. But, you know, there are
some clients that are very on top of
the game, too, and have done a lot of
planning early on.
Tempalli: It is not uncommon to
be underprepared for business
succession. The focus has been
growth for so many years that the exit
strategy is often not a priority. But a
lack of succession planning can have
dire consequences when someone
is forced to transition their business
in a time of crisis. Proper preparation
allows a business owner to maximize
the value of their business and enjoy
the full life cycle of their involvement
in the business. Get a plan in place
but think of it as a living plan, one that
needs to be evaluated and modified
as conditions change so that you are
always prepared. You do not want to be
making difficult decisions when you are
under duress, or worse, unable to make
important decisions that can affect
your family’s future.
Denton: It’s common for successful
business owners to get so caught
up in the “here and now” of building
great businesses that they never step
back and ask, “What will happen to my
business if I’m not here?” And if they
don’t spend time thinking through that
question, succession planning never
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moves up high enough on the priority
list to make sure it actually happens.
Heartquist: In family owned
businesses, are there any common
pitfalls you have seen with succession
planning?
Tempalli: I’ve seen several pitfalls.
One is that some families run the
business as a personal checkbook.
Part of succession planning is
determining when you can afford
to retire and transition the business
to new management or ownership.
When we take clients through
retirement cash flow analysis and
add back in everything the company
has been paying, it can be shocking.
Another common pitfall is poor risk
management — we often see key
employees underinsured, a lack of
disability coverage, and underinsured
business risk. Those pitfalls can
typically be easily remedied. One more
concerning pitfall is not adequately
securing key talent in the company.
That may be a management team, and/
or involved family members. There are
a number of issues an experienced
team of professionals can help a
business owner steer clear of while
developing a succession plan that is
best suited to their personal situation.
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Amy has practiced public accounting since 1998. She
is the leader of the Private Clients practice for the
Oregon region of Moss Adams. She has a technical tax
background with an emphasis in partnership, individual
and corporate tax as well as extensive experience with
high net worth individuals. She has devoted a majority
of her time to providing proactive tax planning, trust
accounting, estate planning, family office and tax
preparation in multi-state environments to our high net
worth clients, executives and family owned businesses.
For the past 10 years, she has devoted a majority of
her time to the firm’s private client services practice to
provide tax planning, trust accounting, estate planning
and tax preparation in multi-state environments to our
high net worth clients, executives and family owned
businesses. In addition, Amy has worked directly with
our closely held business owners and their advisors
to provide a holistic approach to their financials
goals including personal financial planning, business
owner succession planning, retirement planning,
S-corporation distribution planning, income tax
planning and overall estate planning.
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CFO, SENIOR WEALTH ADVISOR,
ALLIUM FINANCIAL ADVISORS

PARTNER, TONKON TORP

Pradeep provides a comprehensive approach
to wealth planning including estate planning,
retirement planning, tax strategies, risk management,
business succession, charitable giving and portfolio
management.
He believes in the value of working directly with
the client’s team of professional advisors such as their
accountant and estate attorney. He is well-known
for his accessibility, thoroughness, creativity and
commitment to assisting clients with their plans of
action.
Pradeep has 13 years of experience in the financial
industry. He co-founded Allium Financial Advisors LLC
in 2016. Prior to this, he served as vice president and
senior financial planner at Umpqua Private Bank. He
earned the Chartered Financial Analyst designation.
He is also a Certified Financial Planner. Pradeep enjoys
being a member of the Finance Committee for United
Way.
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A smooth handoff can
make all the difference.
Tonkon Torp has guided clients through business transitions since 1974.

503.221.1440
tonkon.com

Justin Denton is a partner at Tonkon Torp, where
he practices general business and corporate law.
Much of his practice focuses on counseling familyowned and other closely held businesses. Justin has
significant experience working with clients who are
seeking to plan and implement business succession
strategies; form or reorganize a business entity; create
joint ventures with other businesses; arrange debt
financing; resolve company ownership disputes and
buy or sell a business.
Justin represents clients over a broad range of
industries, including seniors housing, auto dealership,
manufacturing, sports, engineering, and medical and
dental.

OPPORTUNITY
RISES IN
THE WEST
In Portland, the sun rises on endless possibility.
The region’s abundance reminds us of the value
of stewardship. That’s why our professional
advisors are committed to helping institutional
and individual clients protect their prosperity.
Diving deep, caring for details, and nurturing
close relationships, we invite you to discover
how Moss Adams can help you thrive.

RISE WITH THE WEST.

Assurance, tax, and consulting offered through Moss Adams LLP. Investment advisory services offered
through Moss Adams Wealth Advisors LLC. Investment banking offered through Moss Adams Capital LLC.
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Apiado: We see that a lot as well. That’s
one reason we recommend and often see
family-owned businesses,as they get closer
to doing their succession planning, having
an outside board so they have got outside
board members beyond the family that
are advising them. They are really looking
closely at who can help the business be
successful in the future without mom and
dad or whomever it might be.
Denton: Family-owned businesses present
unique layers of complication in the
planning process. For example, the founder
often must juggle trying to be fair to all of
his or her children in succession planning.
That is difficult, whether or not all the
children are in the business. And because
all families are messy, many times there
are emotionally charged issues that have
simmered for decades complicating the
process. Often, family businesses owners
are trying to broker peace within the family
while they are planning for transition. I
agree with Amy that bringing in trusted
outside advisors who can give objective
advice is critical to planning a family-owned
business transition.
Heartquist: What risks am I taking by not
having a business succession plan?
Tempalli: All of your hard work can be
lost due to a sudden, forced fire sale of
the business. Lack of proper planning
can financially devastate your family,
particularly if a majority of your net worth
is tied up in the business or you are the key
employee and the business fails without
your direct involvement. Another risk is
your work becomes a burden — proper
transition planning can keep you from
feeling chained to the business. You have
worked too hard for your business to fail
due to a lack of succession planning.
Denton: Succession in any business is
going to happen at some point. It’s just a
fact of life. At some point, the business will
either be shut down, sold, or transitioned
to another generation. Succession
planning allows the owner to decide what’s
important to him or her, and then plan
how to unfold that future. The risk of not
planning is that the owner loses the ability
to control how, when and where the ship
will anchor before its next voyage.
Apiado: From an estate planning
standpoint, if estate planning hasn’t been
started and the business owner passes
away with that business as part of their
estate — and let’s say it’s a highly valuable
business — if none of that planning has
happened, then you can run into trouble
where the business can’t afford to fund the
estate taxes being generated on the value
of the business. Oftentimes, the business
is the largest asset in the estate and if that
business can’t afford the associated estate
taxes, then you have a real problem. We try
to help our clients avoid that. Sometimes
there are clients that are not willing to give
up any control or make any changes prior
to death, getting them into a situation
where it’s all of a sudden an emergency.
This is one of the reasons it is so important
to start succession and estate planning
early on.
Tempalli: You’d be surprised to see how
many people don’t have basic estate
planning documents in place. Sometimes
they jump to the next layer of advanced
planning without a will or a trust, no
medical directives, no power of attorney.
These things must be in place and in
coordination with your succession plan.
Heartquist: Do you think tax reform will
have an impact on succession planning?
Apiado: I think it will. And, going back
to that last comment on estate planning,
sometimes that’s what spurs some of our
clients to actually get started on their

succession planning is thinking about
what their estate plan is and should they
be making some gifts now, lowering their
estate and their ownership within the
business? Sometimes that is what spurs
it and with the change in tax reform and
the estate tax exemption being quite high
at this point in time, I think that may slow
down certain business owners’ sense
of urgency on starting their succession
planning.
Tempalli: Tax law changes often. It’s
important to evaluate your estate planning
in light of tax reform — which in turn may
imply changes to your succession plan.
Ultimately what is important for most
business owners is that their retirement
and gifting goals are met through their
succession and estate planning in an
efficient manner.
Apiado: Another important consideration
is step-up in basis. If you have low basis
in your assets and in particular in your
business assets, and if you pass away with
those assets in your estate, they get a step
up in basis where if you do some transfers
via gifting during lifetime, then you have
a carry-over basis and so the income tax
considerations have to be weighed as well.
That’s very important under tax reform.
Heartquist: What often gets in the way of
successful business succession planning?
Denton: A lot of times, it’s a control issue.
Founders often have a hard time handing
the reigns over to someone else. Also,
priorities get in the way of planning for
business succession. We all make time
for what’s important to us. And when
you’re in the middle of building a business,
succession planning doesn’t seem as
important as the business crises sitting
on your desk. But I’ve seen young clients
who are busy building great businesses
be diagnosed with terminal illness. All of
a sudden, succession planning becomes
very important to them. If we step back and
remember that life throws curveballs — that
we don’t know what’s going to happen
tomorrow — we might make business
succession planning a higher priority.
Tempalli: Control issues often get in the
way of succession planning. Building a
successful business that will transcend
your involvement requires not only proper
planning but a commitment to release
control, to trust in your next generation
of leadership. Planning for your transition
is one of those things that many business
owners don’t address until they start
thinking about retirement. This is risky. We
help make this process less intimidating
by integrating succession planning into a
client’s total wealth planning process. By
using our online wealth management tool,
Trellis, we are able run real time “what if”
scenarios. What if you died tomorrow?
What do you think you could sell the
business for? What’s the tax impact going
to be? Can your family maintain their same
standard of living? Running scenarios
with the client as we discuss options has a
material impact on their urgency to get a
plan of action in place.
Apiado: I’ve seen that fairness issue really
slow clients down from making a decision
because they know that one of their
children is really the right successor for the
business. But then what do they do with
their other children that either do not have
the right skillset or are not involved in the
business at all? What assets do they give? If
you aren’t giving equal ownership of each
asset, what if some assets appreciate more
than others? You can’t plan around this
completely, but you try to help them find
solutions that will seem fair to all the family
members.
Heartquist: What are some things to ask
yourself when thinking about succession
planning? Is there enough liquidity in the
event of premature death or disability…etc?

Is your estate plan coordinated with your
business succession planning documents?

around the table together working towards
a common goal.

Denton: It’s critical at the front end of
succession planning to build your team
and keep them all informed as the process
unfolds. As a lawyer, I can’t do it by myself.
Accountants can’t do it by themselves and
neither can financial advisors. But when
the team works together with the business
owner, they can provide all the options and
help the owner make informed decisions.
To your last question, I occasionally
see clients who are planning with their
business attorney and accountant, but not
coordinating with their estate planning
attorney. That can result in a great
succession plan on the business side that
creates an expensive, entangled mess in
the owner’s estate plan.

Heartquist: Where should you begin? For
some, it could seem like an intimidating
process when you talk about it in the big
picture.

Tempalli: Do I have my financial house in
order? Do I know exactly what will happen
should something unexpected happen
to me or the business? Can I retire when I
want? In Trellis, we gather all of the client’s
data to create a living balance sheet. We
evaluate estate structure, run cash-flow
scenarios and discuss risk management.
We then call a “State of the Union” meeting
with the client’s CPA, attorney, trustees if
appropriate, and anyone else that should
be involved. We work as a team with our
clients’ advisors. By bringing everyone
together we can evaluate and discuss the
same data and work in concert for the
benefit of our mutual client.
Apiado: I could not agree more. The team
approach is what is going to be the most
successful to any client when dealing with
their succession plan because as Justin
said, there are so many different aspects
and all of the advisors bring something
different to the table. You are going to get
it right when you have everybody sitting

Apiado: We usually sit down with our
client first to determine their goals and to
get them thinking about all the different
questions they need to be asking. “What
are your goals? When do you plan to retire?
Who is involved in the business right now?
Do you see a future succession within your
leadership or do we need to look outside?
Are you thinking about a family transition?
Are you thinking about an outside sale?”
So really just sitting down first and thinking
about where that client is at and once you
know that, you can really move through the
next steps.
Denton: Most business owners have
thought about big-picture succession
goals. But when an owner brings all his
or her advisors together and starts the
planning conversation, the advisors will ask
questions that the business owner hasn’t
thought about. So I think the first step is
either calling your financial advisor, your
accountant or your lawyer and saying, “I’d
like to start a conversation about business
succession.” Engage the team, start the
conversation, and then your team can help
push the planning forward.
Tempalli: Building a living balance sheet
is an important first step. Then introduce
your team of advisors to one another
to begin the process of developing a
comprehensive, integrated succession
and estate plan. An action plan should
result with one team member overseeing
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the entire process to ensure nothing slips
through the cracks. The last thing you
want is to create a trust then not fund it,
to identify insurance needs but not follow
through with actually getting the policies
in place, to have a succession plan without
executing your buy/sell agreement. Involve
the next generation of your company’s
leadership in your succession planning if
possible. It helps to understand what will
incent them to buy into your future plans.
Denton: Many times family business
succession planning focuses on
transitioning to the next generation. But
sometimes no family member is qualified
or wants to take over the business. The
answer may be selling the company to a
third party. If that’s part of the succession
plan, it’s important to start looking at the
company under a microscope — the way a
buyer would examine the business. There’s
usually a lot of legal and accounting
cleanup needed to prepare a closely-held
business for sale. If you don’t start that
cleanup process early enough, you’re
going to end up with fewer suitors and
likely a lower price. But if the planning
and cleanup happens early in the process,
then you can position the business to
attract top dollar on the market.
Tempalli: Exactly. You work hard to
build your business. But making the
necessary changes to maximize the
value of the business can be difficult.
Just remember, those changes can
significantly impact your net worth, and
maybe more importantly, when and how
you retire. Cash flow projections and whatif scenarios can make this reality more
tangible and ignite a different attitude
towards change and consideration of
different succession planning options.
Apiado: If they’re looking to transition
the business to current employees, it
is important to confirm the employees
also want that because the owner
doesn’t always have a handle on what
the employees’ goals are. In some cases,
their advisors might step in and conduct
interviews with those employees to
determine, “What are their goals? Do
they want to be an owner? Are they
comfortable with how they would finance
that purchase from the owner? When is
their retirement?”
I’ve had

one situation where the owner thought
all along that his general manager was
going to be his successor but in reality the
general manager was planning to retire in
five years so that was never a long-term
solution.
Heartquist: When is life insurance an
appropriate tool to use in business
succession planning?
Denton: If there two or more business
owners — even if they are all family —
they should have a written agreement
that addresses what happens if life
circumstances change. For example, what
if one owner dies? Often, the solution is
that the company or remaining owners
must buy out the owner who died. If the
owners don’t plan how to cash flow that
purchase, the death of an owner can put
the business at risk. There are several
ways to deal with that payment issue. For
example, the payout can be extended over
several years so the business can cash
flow the obligation without jeopardizing its
financial health. That may be great for the
company, but not so great for the family of
the deceased owner. A term life insurance
policy often solves the cash flow problem
because the insurance proceeds can fund
all or part of the buyout without hurting
the business.
Tempalli: Life insurance and disability
insurance are important risk management
tools for your family’s financial security
and the security of ongoing operations of
your company. There is a big difference
between term and variable or whole
life insurance. Too often I find myself
unwinding cost prohibitive insurance
solutions because the business owner
did not fully understand what they were
buying. This happens when insurance
is sold without a full understanding of
the client’s total financial picture and
succession plan. Typically, term insurance
is sufficient for most succession planning
needs whereas permanent policies are
more often used for estate planning
purposes.
Apiado: To add onto what Justin said, I’ve
seen it used also with a second marriage.
If they don’t want the spouse to inherit
the business, life insurance will be used
to fund a buy out of the decedent’s
portion of the business so that his or her
spouse does not become an owner of that
business.
Heartquist: Who should
be on my business
succession
planning
team?

Tempalli: An attorney, CPA and financial
planner for sure. A financial/wealth planner
who can run detailed cash flows and
scenario models, understands your estate
structure and personal financial goals will
help inform the other key members of your
team.
Apiado: If it is a family succession plan,
have the family members that will be
taking over the business be involved as
well. That way, you get their buy-in up front
and everybody is on the same page. Or,
key members of management if it is not
family.
Tempalli: Succession planning can be
a sensitive topic for employees. If four
people show up at your office with suits
on, employees might ask, “What’s going on
here, are they selling the company?” Try to
have your succession planning meetings
offsite.
Heartquist: When should business
succession planning happen? At what
point?
Denton: Succession planning should start
as soon as you care what would happen
to the business if you were not there. That
may not be in the first six months because
you don’t know if the business is going to
work. But if you care what will happen to
the business when you’re gone, you should
start the planning process.
Tempalli: We did all the business
succession planning up front when we
incorporated our firm, Allium Financial
Advisors. You have to have those scenarios
of, “Who’s going to buy what if you’re
disabled, deceased or retired?” It helps to
make those decisions early on. They can
always be amended as things change.
Review your succession plan including
your risk management solutions to ensure
they are realistic and will be effective. As
soon as you know your business is viable
and there is value in it, I think you should
start thinking about succession planning.
Apiado: At a minimum, they need to
understand what would happen to the
business should something happen to
them, they become disabled, they pass
away unexpectedly. That may or may not
spur them to do something differently but
often they are surprised by the outcome of
the “what if” scenario.
Denton: That’s a great point Pradeep.
When owners are organizing a business,
it is critical to bake into the organization
documents at least a basic succession
plan. Otherwise, something can happen
on day two of the business that triggers a
dispute among owners because they didn’t
address the issue in their organization
documents. If the business is an LLC, that
document is an operating agreement or
limited liability company agreement. If the
business is a corporation, that document is
a shareholders agreement.
Tempalli: You may not know all the
answers today and it could change in
five years but having something in place
provides security for everyone.
Denton: That’s a pitfall that I often see.
Clients will say, “I’ve done my succession
planning, and it’s in the drawer.” But 15
years down the road, if the succession
plan doesn’t reflect life changes that
have occurred, somebody is going to be
surprised when the plan is pulled out of
the drawer. And sometimes, when the plan
is finally dusted off, it’s too late to fix the
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problems.
Apiado: That is so common. A client
creates their living trust but never retitles
their assets in the name of the trust. That
is an important step that is often not
followed through on. You see that more
often than not. They go through the whole
process to get the legal documents done
but then the step of actually going to the
bank and getting the checking accounts
retitled as an example never happens.
Heartquist: Once I have a business
succession plan, what steps can I take to
make sure the plan actually works?
Apiado: You have to model it. Lots of time
and effort are put into determining the
best plan for the transition but then you
have to model it to see if it will actually
work. Most importantly you have to make
sure that the cash flow is going to work
for whatever your plan is going to be,
whether it’s an outside sale or if it is a
family transition. Making sure the details
will support the overall transition plan. That
is why having everybody at the table is so
important.
Denton: And after you’ve made sure the
plan will work, it’s all wasted effort unless
the plan is actually put it into place. That
could mean retitling assets, drawing up a
new shareholders agreement or entering
into other contracts required to make the
plan effective.
Tempalli: Make sure your documents
are signed too. A very simple thing but
a common mistake which can be costly
– I’ve witnessed the consequences. We
collect all of our clients’ documents – it
might seem excessive but I’ve found
mistakes and missing signatures.
Apiado: Business succession planning
is so important and I think there are a
lot of reasons why people hesitate to
take that step. It is human nature to not
want to think about their death or their
disability but it’s essential to start those
conversations early and really understand
and be involved up front in making those
decisions as to what might happen.
Because if you don’t, there can be some
big disasters.
Tempalli: Succession planning is a
team effort. One professional can’t do
everything. I can’t draft legal documents,
I can’t do taxes. But I can run cash flow,
evaluate risk, identify what needs to be
done, provide potential solutions and
ensure each step in the action plan is
executed. Everybody needs to be at
the table and your team needs to all be
rowing in the same direction to do what’s
in your best interest. Ultimately, it’s about
taking care of your family, right? So if your
largest asset is your business, wouldn’t you
want to maximize its value and ensure its
viability?
Denton: If owners do not plan their
business’ succession, there are default
laws that govern what happens to their
ownership and their business when
transition hits. Default rules often lead
to surprising results. They rarely bring
results the owner would have planned for.
In short, succession planning gives the
business owner control. Not complete
control, because life happens and the
best laid plans can be laid to waste.
But planning lets the owner answer the
question, “What do I want to happen to my
business after I’m gone?”
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