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It can take years or
even decades to build
a successful business.
Yet, when the time comes to sell a company or transfer it to the next generation, the
tendency is to move quickly, pushing the transaction through to accelerate the next
phase of life.
Understandable, but inadvisable.
As a business owner, you should proceed slowly and judiciously, taking the time to
ensure that you not only scrutinize the deal, but also your family’s financial structure
and your own personal objectives — well in advance of any ownership change.
In fact, whether a third-generation business or start-up, it is never too soon to
prepare. Thinking ahead means coming out ahead in the long run. There are several
practical steps you can take throughout an enterprise’s lifecycle to ensure success
when a transfer finally occurs.
This ebook will walk you through the basics of business transition planning — from
years before sale to post-transaction.

The Business Lifecycle
CONSIDERATIONS FOR EVERY PHASE
Make the Most of What You Have
! Evaluate your personal wealth
! Frame your end-game goals early

Plan Ahead for Transition Success
! Define how much you need and
how much is enough

Realize Your Goals
for Life and Family

! Prepare your family for the money
! Prepare for successful
business transition

! Optimize your transaction’s value

Liquidity Event ! Confirm your objectives and
strategy

! Revise, implement and monitor
your plan

Early Years
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The Early Years: Making the
Most of What You Have

The early stages of business growth provide an ideal time to survey the big
picture and clearly define your goals, both business and personal.
During these initial stages, significant energy is spent growing the business, yet
the personal side of wealth is often neglected. While a deep understanding of the
business, including its strengths and weakness, is essential, it is critical to establish a
plan that encompasses both the personal and business side of wealth to help drive
long-term success.
The first step in building a comprehensive plan is to evaluate your personal wealth in
order to make the most of it. The plan should be structured to maximize retirement
benefits and other investments. It should also incorporate lifestyle components
such as adequate insurance coverage, a will and testament, and comprehensive
projections for income and expenses. In addition, both sides of the balance sheet
should be taken into account — assets as well as liabilities — with debt and liquidity
structured as eﬃciently as possible.
For example, mortgages and retirement plans should work in your favor, not against
you, in both the short and long-term. So, depending on your needs, obligations like
debts and mortgages might be structured to minimize current capital outlays or
maximize tomorrow’s wealth.
Debt also may be used constructively to enhance a portfolio, particularly in low interest
or high tax environments. For instance, you might pay a tax bill with borrowed funds
rather than liquidating part of a portfolio, and thus avoid the associated capital gains and
diminished return potential associated with selling investments.
Wealth advisors can play a valuable role in helping determine end-game goals and
develop early-stage strategies for continued success. Therefore, it is important to
seek advisor involvement when the game first begins. A good advisor can review
your existing retirement, lending, liquidity, and banking circumstances and make
recommendations. He or she can also assist with borrowing strategies, cash
management, and countless other wealth management services. What’s more,
the advisor’s guidance will directly align with your overall vision, providing a solid
foundation for business growth.
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The Early Years

EVALUATE YOUR PERSONAL WEALTH
! Assess investments and other assets
! Review and maximize retirement plan benefits
! Review overall investment plan for risks and opportunities
! Assess liquidity and cash needs
! Evaluate borrowing needs and opportunities to ensure best use of debt
! Establish income and expense projections
! Ensure insurance coverage matches personal liability needs
! Create a plan to protect your family
FRAME YOUR END-GAME GOALS EARLY
! Ask big questions about long-term personal and business expectations
! Engage advisors to ensure shared understanding and vision
! Identify long-term implications for your business structure and strategy

Pre-Transaction Planning:
Laying the Groundwork for
Transition Success

The middle years of business growth offer a prime opportunity for
deeper thinking and planning. At this point, owners often have a
clearer idea of direction and can become more tactical in preparing
for an eventual transition.
To begin, you must determine whether the business will be transferred to
family members or sold outright. The decision will be dictated by your personal
circumstances. In fact, personal considerations and objectives are often the driving
force behind the “why,” “when,” and “how” of a business transfer or sale. Therefore,
personal goals must be considered carefully when defining goals for the business.
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Important personal factors to weigh include your age and health, the competency of
the successor, and the proceeds needed to fund your lifestyle. Correspondingly, the
business factors include the present valuation of the enterprise, the capital required for
maintenance, and the current market opportunity — to highlight just a few.

Making the right transition decision is not easy. As noted above, it helps tremendously to
engage a team of advisors early in the process. These advisors will not only work together
to optimize a deal’s structure, but will also provide valuable council for important
decisions. Additionally, they’ll help you and your families understand what to expect and
guide you toward achieving personal and professional satisfaction.
Who should be included in this advisory team? In general, a business valuation expert,
investment banker, lending specialist, corporate accountant, personal accountant,
corporate attorney, trust and estate attorney, and wealth manager.

Pre-Transaction

DEFINE HOW MUCH YOU NEED AND HOW MUCH IS ENOUGH
1 Establish targets for lifestyle and wealth transfer goals
1 Assess your personal balance sheet
1 Revisit and refine realistic future income and expense projections
PREPARE YOUR FAMILY FOR THE MONEY
PREPARE FOR SUCCESSFUL BUSINESS TRANSITION
1 Build your team
1 Determine key issues and goals — what’s right for you and when
1 Ready your business across all dimensions — financial, administrative,
management, marketing, legal, etc.
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Once the transition decision has been made, the business owner should further
clarify his or her long-term personal goals, particularly those related to life beyond
the business transfer. How much money will be needed to maintain the expected
lifestyle in the coming years? What are the high and low ends of the acceptable
range? How much should be transferred to the next generation?
In determining the “right” amount, it is crucial to make allowances for factors such
as future inflation, investment return assumptions, taxes, and health care expenses.
In addition, costs previously covered by the business — such as travel expenses,
memberships and insurance — will now become out-of-pocket expenses and should
thus be factored into expense projections.

LINKING GOALS AND STRATEGIES
Once you have articulated your personal and professional goals, the right strategies
can be assigned to each. This can help you determine what is needed to sustain your
lifestyle and meet future wealth transfer needs. For example, lifestyle monies might
be safeguarded in lower risk investments while wealth transfer assets are invested in
riskier securities with the potential of higher returns over the long run. Being more
explicit about the way strategies link to goals can help you remain confident that
your strategies are right for you — in any market environment.
While it is necessary to take the proper steps to safeguard your wealth, it is equally
critical to prepare your family for the money. Owners and advisors can help you
articulate the roles that family members are likely to play before, during, and
after the business transition. They can also help you educate your family and set
expectations prior to the transfer.
Finally, every transition plan should be built and managed with the expectation
that it must continually adapt to changing circumstances. To remain up to date,
plans need to continually account for shifts in tax laws, growth forecasts, inflation,
expenses, family situations, and countless other influences. In the context of so
many variables, ongoing vigilance and agility both are crucial to eﬀective wealth
management — and to a successful business transition.
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Post-Transaction Planning:
Realizing Your Goals for Life
and Family

Once a business has been sold or transferred, your focus shifts to the
realization of life and family goals. These goals might include spending
more time with a spouse, aiding the next generation, or starting another
business venture. Therefore, it is imperative to optimize the value of the
business transaction itself. In a sense, it as if you are now the CEO of your
own wealth management company.
Optimization is particularly relevant where taxes are concerned. Tax-smart
strategies can mean the difference between making a transition and making
the most of a transition. For instance, funds may be borrowed or escrowed to
address short-term cash needs. Or losses might be used to offset gains in order
to minimize taxes.

After years of keeping assets tied up in the business, you will suddenly be faced
with managing a significant amount of cash. The transition from active business
executive to “personal wealth management CEO” can be a diﬃcult one. A clear
investment strategy — and a thorough understanding of how money is being
invested — can go a long way toward alleviating this discomfort.

ENSURING LONG-TERM SUCCESS
Family dynamics are another major component of the post-transition period. It is
important to assess family issues and educate the next generation. One helpful
tactic is to create a mission statement that expresses your family’s shared values
and details the plans for your wealth. This can be invaluable in fostering a common
vision and extending a your legacy.
The continual confirmation of objectives and strategy is equally beneficial. As
mentioned earlier, many factors can aﬀect financial success over time. It is critical
to regularly revise, adjust, and enhance the post-transition plan to promote ongoing
eﬀectiveness, helping ensure success long after your lifetime.
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Post-Transaction

OPTIMIZE YOUR TRANSACTION’S VALUE
! Employ tax-smart thinking and strategies
CONFIRM YOUR OBJECTIVES AND STRATEGY
! Reevaluate life goals and interests after business sale
! Revisit assumptions
REVISE, IMPLEMENT AND MONITOR YOUR PLAN
! Plan and plan to keep on planning
! Fully realize your lifetime and wealth transfer goals

The Advantages of Planning
Early and Often

When running a business, it’s almost impossible for an owner to focus on
anything but the here and now. Yet, the day will very likely come when you sell
or transfer the business to others. By planning early and often, you can make
the transition not only seamless, but also successful. The key is to develop
a thoughtful, flexible plan with the help of advisors who recognize your
objectives and understand all stages of the business lifecycle.

This guidance will enable you to readily identify the right transition opportunity,
thoroughly prepare your family for the transfer, and confidently manage the
final business transaction in a way that makes life rewarding — both financially
and personally.
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BNY Mellon Wealth Management has helped countless owners at every stage of the
business lifecycle. We welcome the opportunity to apply our experience on your behalf.
For more information, contact Tony Rogers at tony.rogers@bnymellon.com or
973-593-3205.
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material come with investment risks, including loss of value and/or loss of anticipated income. Past performance does
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