
When Selling a Business,
Failing to Plan Is Planning to
Fail

The goal of many successful entrepreneurs is to
sell their companies for top dollar—maybe in the
near future, maybe decades from now. Successful
sales not only validate owners’ skills and hard
work, but also tend to make entrepreneurs a
whole lot wealthier than ever before.

Unfortunately, many of those entrepreneurs may
be in for a rude awakening. The fact is, far too
many entrepreneurs these days—even some who
are trying to be proactive and get set up for
success down the road—are not prepared to get
the most out of selling their companies. The
reason: They haven’t taken a few key steps that
can position them for the outcomes they most
want. 

Key Takeaways:
Most entrepreneurs
who want to sell
their companies
don’t have formal
plans in place to
ensure they get top
dollar, based on our
experience.

Even business
owners who have
transition plans
usually don’t focus
on maximizing their
post-sale personal
wealth.

Don’t leave money
on the table—make
sure your planning
is comprehensive.



Looking to move on…

As a result, they risk leaving money on the table—a lot of it, potentially—and
walking away with far less wealth for themselves and their families than they
could have if they had only planned smarter.

One major step that gets overlooked is putting a formal transition plan in place
for transferring ownership of a business. A formal transition plan is carefully
designed to proactively and optimally structure a company (and its people) for
the firm’s eventual sale to new owners. Done well, a transition plan can
maximize all aspects of a transition—from the sale price to the health and
continuity of the company itself and its key people.

With that in mind, here’s a look at how to put in place a transition plan that can
empower owners to accomplish three goals:

These days, many business owners are thinking about moving on to the next
stage of their lives. In a survey of 616 self-made successful business owners, one-
third said they are looking to sell their companies within the next five years (see
Exhibit 9).

Their main reason: They anticipate getting a very good price in the current
economic environment (see Exhibit 10). Other important drivers include rising
competitive pressures, more difficulty running the business and changes in their
industry. A full one-fifth of these business owners simply want to retire.

Exit the business effectively and to their liking.
Transition the business so that it continues to
perform.
Sell the business in as tax-efficient a way as
possible on both the corporate and personal
sides.



…but set up to fail
Despite being highly motivated to sell in the near future, these business owners
generally don’t have a formal plan in place to transition their businesses from
themselves to a new owner (or owners). As seen in Exhibit 11, more than half lack
such a plan. 

If selling their company is so important to them, why do so many entrepreneurs
lack a detailed plan for making it happen? Nearly half said they simply hadn’t
gotten around to it (see Exhibit 12). A little more than one-third of the owners
reported they were not ready to focus on it. (In somewhat more encouraging
news, 18 percent said they had some pieces of a comprehensive plan in place.)



To see the importance of comprehensive transition plans, consider some of
the key steps that the 44 percent of surveyed business owners who do have
such plans in place are taking. Their actions can serve as a guide for the
majority of those entrepreneurs who want to sell but haven’t planned out
their moves.

We see that the business owners who do have plans are focused on smart,
comprehensive exit planning that entails two important areas: corporate
planning and personal wealth planning (see Exhibit 13). A strategy that
addresses both these considerations often generates the best possible
results for business owners and the highest value for their companies.

These owners may very well be setting themselves up to fail—and end up
either not being able to sell their companies or walking away from a sale
with far less wealth than they may deserve. While most of these business
owners are not approaching the sale in a systematic and thoughtful way,
even the ones who do have some pieces of a plan in place aren’t where they
need to be.

The importance of corporate and
personal wealth planning



The good news is that nearly all of the
business owners with transition plans—95.7
percent—engage in corporate exit planning
(see Exhibit 14). 

This means they are taking proactive steps
aimed at making their companies more
appealing to potential buyers—and getting
a higher sales price. Of the many steps to
take, some of the most common and
impactful are: 

1. Corporate exit planning

Ensure internal financial and reporting systems are current.
Address any problems with accounts receivable.
Ensure and document that assets, intellectual property and trademarks
are protected.
Increase, if possible, recurring revenue.
Address any outstanding tax matters.

Note: Often these and similar actions are done in partnership with
professionals such as attorneys and investment bankers. Obviously, it is in all
these parties’ interests to make the company as sale-worthy as possible.

2. Personal wealth planning

This is all about maximizing and protecting personal wealth when selling
privately held companies, taking into account preferences and
requirements. It takes all the elements of corporate exit planning and
includes a central focus on family wealth in order to achieve optimal results.

Unfortunately, here is where we see entrepreneurs falter and miss a major
opportunity. Consider that less than 10 percent are taking steps to maximize
their family’s personal wealth before the sale of their company (see Exhibit
15). 



As a result, these entrepreneurs risk
unnecessarily leaving a lot of money on
the table when they sell. Sure, they
might get a big sale price because of
the corporate planning they’ve done.
But if a lack of personal wealth planning
exposes them to taxes that quickly eat
into the sale proceeds, they can still end
up walking away with far less than they
should. 

Some proactive steps to consider taking on the personal wealth side of the
equation include: 

Review and stress test your personal wealth situation with respect to the
upcoming sale of the company to spot any risks or opportunities.
Transfer equity out of an estate to children over several years, which can
potentially be done without triggering gift taxes.
Use trusts to mitigate the impact of capital gains taxes.

Example: If the entrepreneur is philanthropic, selling the company (or a
portion of it) through a charitable trust might be an option that eliminates
some taxes. Other types of trusts can potentially limit future estate taxes. 

Important: Being proactive by planning in advance is crucial. It’s not at all
uncommon for business owners who are weeks or even days away from a
sale to start asking about estate and other taxes—at which point they
generally are told that it’s too late to do anything.

Lining up the right help

Given all the moving parts and complexities that can accompany the sale of a
business, a team of highly skilled professionals is often needed for business
owners to come away from a sale with the most after-tax wealth possible. 



You and key personnel from your company (such as your chief financial
officer)
An investment banker (also often referred to as an M&A advisor)
A corporate attorney
An accountant 
A valuation expert (who may or may not be your accountant)
A corporate tax specialist (who may or may not be your corporate attorney
or accountant)

Two key members of that team should be a wealth manager and a tax
professional. It can be a big jump going from a largely illiquid financial
situation (with all assets tied up in a business) to suddenly having a sizable
amount of liquid assets post-sale. These professionals can be instrumental in
helping former business owners manage their newly realized wealth—taking
advantage of financial opportunities, addressing financial challenges,
mitigating taxes and so on.

The team is also likely to include:

Next steps
If you’re a business owner who is approaching the sale of your business and
you already have highly capable talent lined up to help you come away with
maximum wealth, congratulations! You may very well be set up for success.

If you don’t—or if you’re not quite sure about the capabilities of your team
members and you want some guidance—consider reaching out to an elite
wealth manager* who has both the necessary capabilities and the
relationships with the types of experts needed to guide you through the
transaction.

Contact your financial professional to discuss any issues or concerns you
might have around selling your company, or preparing to sell it down the
road, and how you might maximize your wealth post-sale. 

* Disclosure: We define elite wealth managers as financial advisors with at least five years of experience who offer one or more of the
following services along with investment management: tax mitigation, business planning, wealth transfer, asset protection and
charitable giving. Typically, elite wealth managers deliver these services in conjunction with one or more specialists in a given area. 
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