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1Realize you need a plan 

and start early.

Many business owners are 

so involved in running their 

companies that they find it 

difficult to imagine a time when 

they won’t be in charge. But even 

“nose-to-the-grindstone” types 

need to formulate a succession 

plan. If your business has some 

equity in it, you need to have a 

plan for what’s going to happen 

to it if something happens to you, 

says Steve Hoover, president of 

The Retirement Pilot in Overland 

Park. “If you start a business at 

age 35 and it’s successful by the 

time you’re 45, you should be 

engaged in business succession 

planning at that point whether or 

not you have children,” Hoover 

says. Attorney Myron Sildon of 

the Sildon Law Group in Kansas 

City says, “The earlier you start, 

the more likely you are to be 

rewarded for the effort you put 

into growing the business. Don’t 

wait until the last minute.”

Steps to Make a 
Succession Plan
Complete the necessary paperwork 
to reap the rewards of your hard work 

2  Consider the “what ifs.”

Crafting a business 

succession plan requires 

thinking about various “What 

if?” scenarios. For example, 

Hoover says, “What if I become 

disabled? Who’s going to run 

the company? How am I going 

to get paid?” Then there’s “What 

if I die? Who’s going to run it? 

How’s my family going to get 

any equity out of it? Is it just 

going to go away?” And what if 

there are partners? Hoover says 

it’s crucial for partners to work 

out an agreement on what will 

happen when one of the partners 

dies or becomes disabled. Under 

a typical scenario, they must 

decide the terms under which 

the surviving partner will buy 

out the equity interest of the 

business that goes to the spouse 

of the deceased partner. 

4 Once documents are 

drawn up, sign them.

Hoover says that all too often, 

he has seen business succession 

documents drawn up, only to be 

left unsigned by the business 

owners. “They just don’t want 

to pull the trigger and commit to 

something on their business,” he 

says. “They sometimes just can’t 

make that decision. They want to 

procrastinate. They think nothing 

is going to happen to them. Or 

they hope their son will straighten 

himself around and want to come 

into the business, and they don’t 

want to cut him out.” But Hoover 

says business owners should 

feel an obligation to plan for the 

succession of the business, for 

the benefit of family members, 

employees and customers. In 

cases where children of the owner 

work in the business, a well 

thought-out succession plan could 

help the siblings stay on good 

terms after the parent-owner is 

out of the picture. “If you decide 

you don’t want to execute it, know 

what the consequences are,” 

Hoover says. 

5Update documents 

regularly.

Business succession 

documents should be updated 

regularly to reflect changing 

conditions, such as the value 

of the company, Hoover says. 

“There could be changes in 

revenue. Maybe you want to 

change the formula on how to 

buy each other out.” Instead 

of a flat number, the owners 

may decide to base the buy-out 

formula on the company’s 

adjusted book value or a certain 

percentage of revenue, Hoover 

says. Business succession 

documents also should be 

updated whenever the business 

is impacted by a significant 

event, such as an owner bringing 

a son or daughter into the 

business. “You have to constantly 

review and amend those 

documents,” Hoover says. “They 

aren’t static. It’s an ever-evolving 

process.”  

3Weigh the  

tax consequences.

A business owner should 

consider finding a way to finance 

his or her exit from the business 

in a way that saves money on 

taxes, Sildon says. “If you can 

get the owner who’s exiting 

into a tax-deductible retirement 

program, that can be a way to 

fund a significant flow of income 

to him or her when they retire 

and is easier on the company,” 

Sildon says. In the same vein, 

Sildon says business owners 

should consider adopting an 

employee stock ownership plan, 

or ESOP, “a type of retirement 

plan that has a special ability to 

purchase stock from the owner 

on a tax-deductible basis by 

contributions to the retirement 

plan. Those contributions are 

deductible by the company.”
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