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William E. Hesch, Esq., CPA, PFS

William E. Hesch CPAs, LLC & William E. Hesch Law Pirm, LLC
3047 Madison Road, Suite 201, Cincinnati, Chio 45202

 billhesch@williamhesch.com
Office 513-731-6612
heschepa.com & heschlaw.com

Top 10 Succession Planning Mistakes

Failute to communicate with family members
in business and key employees to find out what
future role they want in the business.

Action Step:

YES

NO  N/A

-
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Exhibit A P. 8-9
Exhibit A P. 6-7

Failure to idenitfy key responsibilities for all key
persons and for person who will become
President upon the Ownet's death or disability.
Action Step:

YES

NO  N/A

| l

Exhibit AP. 1-2
Exhibit A P. 10
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William E. Hesch, Esq., CPA, PFS

William E. Hesch CPAs, LLC & William E. Hesch Law Firm, LLC

3047 Madison Road, Suite 201, Cincinnati, Ohio 45202
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Office 513-731-6612
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YES NO  N/A

Failure to put legal documents in place to allow I

|

key persons to take over new responsibilities
and designate who will be the President if
Owner/ President dies or becomes disabled.
Action Step:

Exhibit A P. 4-5

YES NO  N/A

Failure to provide development training for key |

I l

|

persons to take on new roles and responsibilities
if Owner/President dies or becomes disabled.
Action Step:

Exhibit A P. 2
Exhibit AP. 10
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Failure of Owner/President to communicate with
key persons the projects/problems currently
working on so that key persons know what to do
if Owner/President unexpectedly dies or
becomes disabled.

Action Step:

YES NO  N/A

| [ ]

Exhibit A P. 1-4

Failure of Owner/President to lead key persons
in preparing a Business Plan for coming year as
well as identify long term goals for Business.
Action Step:

YES NO  N/A

| |

|

Exhibit A P. 10-15




William E. Hesch, Esq., CPA, PFS

William E. Hesch CPAs, LLC & William E. Hesch Law Firm, LLC
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YES NO  N/A

Failure of Business Owner to make sure Business 1

! |

|

can continue its current level of profitability if
Owner/President dies or becomes disabled.
Action Step:

Exhibit A P. 1-5
Exhibit A P. 14-15

YES NO  N/A

I

Failure to plan to minimize the tax consequences |
arising from change of ownership arising from
Owner/ President's death or disability.

Action Step:

Exhibit A P. 4-5
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William E. Hesch, Esq., CPA, P¥S
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Failure to identify changes in Organizational Chart
if Owner or key persons die or become disabled

or in future years if Owner/President plans to
reduce hours working in business.

Action Step:

YES NO N/A

Exhibit A P, 14

Tailure to plan for the Business Owners financial
security which may be dependent upon financial
success of his successor.

Action Step:

YES NO  N/A

—

Exhibit A P. 4-5
Exhibit AP.7
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Business Owner/Key Person Disability Checklist
(Car Accident / Surgery)

William E. Hesch, Esq., CPA, PES
3047 Madison Road, Suite 205
Cincinnati, Ohio 45209
Office 513-731-6601
www . heschlaw . com

Name each key person:

What are each key person's responsibilities?

A)

B)

<)

D)

Daily

Weekly

Monthly

Annually

Strategic Planning/Responsibilities for next year. What changes need

to be planned for next year?
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2) Listing of Open Projects - Update monthly for each key person.

A) What projects are currently pending - next week/month?

B) What projects are to be done after next month?

3)
Are key employees trained and fully informed to take over responsibilities being
assigned? If not, what steps to take to get them trained and fully informed?

Pg.aop 15



4) What do I need to do over next 60 days?

A) Organize my client projects. Update monthly.

Current - this month.

Near Future - over next three months.

B) Outline my daily/weekly/monthly key responsibilities.
1. How pay bills/payroll,
2. How billing is managed monthly.
3. List monthly activities to monitor/update or revise

periodically. Marketing/New Client Set Up/Sales

4. Annual - Review insurance and my CPA/Law License.

Pﬁ.%o‘PIE



5)

©)

Who to handle all emails and calls directed to me? Coordinate with
office manager.

Who responsible for telling our clients/friends what happended to Bill
and what message to send out to clients and friends.

Is legal structure in place to facilitate transfer of legal authority to run company
to successor?

B)

D)

LLC - Member Managed or Manager Managed with Operating
Agreement

Corporation - Officers - President/Vice President

Sole Proprietor - Durable Power of Attorney

Partnership - Partnership Agreement

Py thof 1



6)

8)

9)

10)

Buy - Sell Agreement

A) Does disability trigger buy-out of disabled owner's ownership interest
in business?

Review need/ affordability of disability insurance.

If disability would be long term in nature, need to evaluate hiring person or
persons to handle replacing key person temporarily.

Where are all financial records kept and how to get access to paid invoices /
billings / collections over past few months.

Bottom Line - Plan for the Worst and Expect the Best

Py



1)

Secrets for a Successful Business Succession Plan

Communication is the #1 Key Factor for a Successful Succession Plan.

Why?

A) Business Owners need to plan their succession and proper
planning require proper communication.

B) Business Owners need to put their road map together for their
succession plan.
Would you travel across country without a road map?

)] See Article and related attachments to use in getting succession

plan started.
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Business Succession Planning

Business Owners Need to Plan:

1)

Determine where the Company will be in 5-10 years and how it will get
there (establish some goals and high-level work plans).

Prepare a current organization chart.
Determine key employees.
Determine where those key employees will be in the next 5-10 years.

Identify weaknesses in the current and future organization charts and
develop a plan to address those weaknesses.

Determine job descriptions, career paths, evaluation process and
measures for current and future management.

Determine if there is a need for:

A) Estate Planning
B) Personal Financial/Retirement Planning
Q) Business Planning

The Resulting Benefits:

Ly

2)

3)
4)
5)

6)

Improve Company organization, direction, planning and management.

Improved communication within the Company between Owners and
Key Employees.

Company personnel know where they are and where they are going.
Increased knowledge of future plans for business and personnel.
Closer bond between current and futute company management.

Business Plan with increased profitability,
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A recent sjudy found that only 30% of
family-owned businesses survive the sec-
ond generation. Many business advisers
believe this statistic reflects the fact that
most family business owners have not
taken the time to plan for suecession.

In most family-owned businesses. the
owner wants the childen to 1ake over the
business. However, both owners and
children must leap many hurdles before
they can achieve their common goal.

Typical probleras for the childten -~
include competition, compensation, per- .
sonal family problems. 4nd pareni-child

: mlauonshlp_s thar carry dver into the
business. Problems for owners involve
allegations of favoritism/nepotism, the
retention of key non-farpily employacs
and the selling of the suckessor team's
management style 1o the owmer and the
employees.

Commumcauon is the kcy factor in the
successfui m‘sc}{uuon of thesé problems
and dcvdopmcnt of a sound management
-succession plan. The planning process
must be strictured to facilitate improved
communication among atl parties.

 'The chioices #nd opticns available to
the business ower; his family and other.
kfy management péople are usually very

. cléar, However, conduciing an objective-
discussion on these miatiers can be very-

- difficult, The busmoss owmner, his famdy

and nog- farm.ly management must openly
* . .and honestly disciids their difforent per-
spectives dnd, with the hclp of an cxperi-

_enced; tnbiased consultant; devélop a
- plan of dgtion which allosds mnput from
all pr—.\xﬂcs

p]
- +
.

Business ovmers maust not give up 0on- -
trol of the decision-making process ta their
family and key management. The pwner
nwc!s 10 retain the witimats decision-mak-
ing authority, but at the same time listen to
family merbers and advisots and wc1gh
all opr.‘mons In the: final analysis, the suc-
cessors” points of view must be cons1dcrnci
in some parts of the plan.

. The first step In managerment succes-

sion planning ideatifiss which family
members, if any, desire to become presi-
dent of-the company or move into other
key management positions. The purposs
of this process is to identify where family
mernbers are within the organizational
chart, what n:sp-Onsﬂanmes they currently
have, and what they sec as their future
roles in the company.

This process alsb needs to consider
whero the company will be in the next

five to 10 yeirs, and whar fainily mem-

bers hope to have ac]ncvcd individually
and coliectively within this thmeé frame.
The family miist focus on the overall

‘organizational chart, identifying other

kéy cmployees and their positons. In’
additipn, the family needs to fotus on the
retirement of the owner a.ud other key
nen-famnily members and dctcnnmc how
the organizational chart will be restruc-
tured afteT thelr retirément, )
C}ncc the family, members. have idend: -
fed where they fit into the- orga_rnzatmn
its time 'to 1dcnt:fy what changes; if any,

“mrmst be made in the near Eumrc with’
" réspectio non-fargily managcmcnt- Key

non-family managnmcnt RIS, addiess

‘the same questions that were raigedrwith

the family mcnbcvs Itis mecranvc Ihat

oy b ——— £




non-family management identify where
they fit into the family’s succession plan.

Most family businesses were built by
an entreprenenr. Often the entrepreneur’s
leadership style is suitable for a small
business, but not in a larger business with
a rofe COlTlplEX. management siructure.
A more structured management style is
usually required for the new management
team to be effective as a team. Tvpically,
the business owner will be uncomfortable
with a more structured management
style. In order to properly develop their
individnal management skills, the man-
agement team needs management and
leadership training progratus. Business
owners should make this training a prior-
ity for key employees.

After the management team has been
identified, it should prepare a business
plan. Typically, family business owners
have operated the company without a
formal business plan. Thus, most owners
need the assistance of an outside consul-
tant to assist in establishing a strategic
business plan that covers the next one-,
two- and three-year periods.

The family business owner and his
family usuaily want to minimize the
estate taxes associated with the family
business, The business is usually the
most-appreciating asset in the owner's
estate, and in many cases is also the
largest asset-in the estate. The business
may be the sole source of the owner's
financial security and retirement funds,
Therefore, estate and retirement planning
issues are critical to the management stc-
cession planning process.

After the company has identified the
future managerment team and developed its
strategic business plan, the estate planner
can recommend alteimatives that will mini-
mize the estate tax burden and wansfer the
business to future management. (New
opporturities for business owners to save
estate taxes have resulted from the new tax
law passed in October 1990.)

Family business owners stiould con-
sider what parts of the business planning
process identified above are relevant to
their situation. The alternatives are clear,
but the choices are tough. The business
owner almost always needs a facilitator
to organize the process and mediate the
discussions. The facilitator may also be
helpful in developing management into a
management tea,

As each family-owned business situa-
tion is unique, many altemnative solutions
are possible. &

William E. Hesch is a tax partner for the
accounting and consulting firm Deloitte
& Touche,



Business Succession Planning

Describe your cutrent position in the company, What duties/
responsibilities would you want to have:

A) If you died or became disabled?

B) In 3-b years from now?

Q) In 10 years from now? :

D) What steps would you need to take in order to sssume new

duties/ responsibilities over the next 3, 5, 10 years?
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2)

A)

Business Succession Planning

Identify which employees would be considered key employees
in the business today.

If that key employee died, became disabled or retired, what
plans should be made now to find their replacement?

%.HGQIS



A)

B)

Business Succession Planning

Identify key weaknesses that currently exist in the operations/
management of the company.

Identify what steps the company should take to correct/improve
upon those weaknesses,
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4) A)

Business Succession Planning

Identify the major problems that you believe the company
currently faces, short term and long term problems.

What steps should the company take currently to face those
problems?

What strategic long term initiatives should the company take
to address its long term problems?

Pq.lﬁ%o?@



Business Succession Planning
Describe the current organizational Chart,

A) If Owner died or became disabled, how would you
restructure/ change the organizational chart and management
of the company?

B) If Owner died, retired or became disabled in 10 years, how
would you want the organizational chart and management of
the company to be structured?

Pﬂ.)Lf‘OQ@



6) A)

B)

Business Succession Planning

What three recommendations would you make to improve the
profitability of the company?

What three recommendations would you make to improve the
profitability of the company over the next 3-5 years?
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