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by Donald J. Black, Director

Anderson, Zeigler, Disharoon, Gallagher & Gray

After years of putting your heart 
and soul (not to mention your time 
and financial resources) into your 
business, it is � nally cruising. For the 
� rst time, you can begin to imagine 
being able to slow down – either 
a little or all together. While you 
know the business will continue to 
be successful so long as you remain 
at the helm, even the most dedicated 
captain can’t steer the boat forever. 
� e time has come to think about 
succession planning…also known as 
“what happens after me?”

Business succession planning starts 
with a series of questions, the answers 
to which will lead you in several dif-
ferent directions (some of which may 
not be what you expected). � e � rst 
and most basic question you must 
grapple with is “do I care what hap-
pens to the business when I am ready 
to move on?”

If the answer to this question is 
“no”, you have two choices when 
you are ready: sell the business, or 
shut it down. Each will require some 
planning, and advice and counsel 
from your accountant and business 
attorney to do it right. � e goal is to 
wrap up the business in a way which 
will protect you from future liability 
and give your customers and clients 
time to transition.

If, however, the answer is “yes, I do 
care”, then you also have two choices: 

sell the business when the time comes 
to someone who will care about it 
the way you do, or put that person 
(or people) in place now so that they 
can gain experience which will enable 
them to successfully run the company 
when you step down.

This leads to the obvious next 
question to ask yourself: is there a 
person (or a group of people) who 
potentially could take over the busi-
ness and successfully operate it into 
the future. � is person or people may 
be current (or former) employees, 
family members, or people you have 
met through  operating the business 
who have struck you as having what 
it takes to carry the business forward. 
Once you have identi� ed some po-
tential candidates, stop, take another 
hard look at the people you have in 
mind, and make sure that each of 
them has the ability, as well as the 
desire, to do what it takes to run your 
business well.

Assuming that at least one person 
has passed that test (the “candidate”), 
you now face a series of “if then” 
questions:

family member of yours, then is he or 
she likely to be the only person who 
expects to inherit from you?

child or expected bene� ciary, then do 
you have other assets which can be 

distributed to the other bene� ciaries, 
and the wish to “equalize” the distri-
bution of your estate? (At this point, 
estate planning advice is essential.)

set (or even if not), do you want to 
or need to receive cash or an income 
stream, or both cash and income, in 
exchange for it?

expected bene� ciary, then you only 
need to plan their education and 
seasoning in the business (if that 
hasn’t already happened) and devise a 
scheme to pass an increasing share of 
the control of, and decision making 
for, the business to the candidate. � is 
can be done either over time or upon 
certain dates or events. If you desire, 
a corresponding series of payments to 
you, either by the business or by the 
candidate can be set up as well.

of your estate, you then need to de-
cide whether you are going to leave 
the business to all of your expected 
bene� ciaries, and if so, whether you 
are going to provide a means for the 
candidate to run the business without 
interference from the others, while at 
the same time putting in place control 
mechanisms that will prevent the 
candidate from taking advantage of 
his or her co-owners.

then it is more likely that you will 
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want to receive value for transferring 
the business to them – essentially a 
sale of the business, either all at once 
or over time. � ere are various means 
to accomplish this, including the 
issuance of new stock or the sale of 
existing stock, and the use of planned 
bonuses of stock or money (which will 
then be used by the candidate to buy 
stock). Also, in some circumstances, 
it may make sense for the sale of the 
business to be accomplished through 
a seller carry back loan, so that you 
receive a down payment, and a stream 
of income from the sale. Obviously, in 
all of these scenarios, there are serious 
risks that need to be considered and 
mitigated.

In succession planning, we are 
limited only by our imagination and 
(as in most of life’s � nancial deci-
sions) by tax law. All of the possible 
options for creating a business succes-
sion plan should be reviewed by an 
experienced accountant to minimize 
and forecast the tax consequences of 
each alternative.

At Anderson Zeigler, our estate 
planning and business law depart-
ments work closely together with 
our clients to craft succession plans 
that provide for our clients’ needs, 
give the successor the best chance of 
success, and establish procedures for 
the planned, orderly transfer of the 
business. n
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