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Moving Forward: How to Plan Right for
Succession
Incredibly, three in �ve small businesses do not have a business succession plan in
place, according to a Nationwide Small Business Survey. Of those, 47% don’t have a
succession plan because they don’t think it’s necessary, while 14% don’t have a ...
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Succession planning isn’t just for retiring entrepreneurs. In fact, more and more
people are delaying retirement, according to a recent Gallup Poll. The poll shows 74%
of working Americans plan to work past retirement age, with 11% expecting to work
full time and 63% expecting to work part time. But even if retirement isn’t on the
near horizon for you, having a succession plan in place is a smart idea.

Incredibly, three in �ve small businesses do not have a business succession plan in
place, according to a Nationwide Small Business Survey. Of those, 47% don’t have a
succession plan because they don’t think it’s necessary, while 14% don’t have a plan
because they’re not willing to give up their businesses. Other reasons for going
without a succession plan include not knowing when to create a plan (11%), not
having time to develop a plan (11%) and being confused by government regulations
(8%). 

What will happen to your business when you are no longer at the helm? Do the
people who are next in line know your vision for your business? (Do you even know
who your successors will be?)

Here’s how to develop a succession plan to keep your CPA �rm thriving for years to
come.

Succession Plan 101

1. Choosing your successor. Do you have a family member in mind as your
successor? According to The Family Firm Institute, only about 30% of family-
owned businesses survive into the second generation, 12% make it into the third

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

https://www.cpapracticeadvisor.com/contributor/nellie-akalp
https://news.gallup.com/poll/210044/employed-adults-plan-work-past-retirement-age.aspx
http://www.prnewswire.com/news-releases/nationwide-survey-finds-majority-of-business-owners-dont-have-a-succession-plan-300403316.html
https://www.familybusinessinstitute.com/consulting/succession-planning/
mailto:info@cpapracticeadvisor.com
https://www.cpapracticeadvisor.com/


generation, and only about 3% last into the fourth generation and beyond. Family
business succession planning can make help your �rm beat those odds.

If you are not choosing a family member to take over, quell any foreseeable
arguments by keeping the lines of communication open with all staffers. Your
reasons for not passing the business down to someone in your family might be
obvious, but if you are concerned this could cause problems in the family or the
business, hiring an outside business consultant to help with succession planning is a
good idea.

Whether your chosen successor is a family member or not, you should:

Discuss the opportunity with them extensively to make sure they are enthusiastic
and ready to take on the job.
Gradually educate them about all aspects of the business so they learn the ins and
outs of all operations.
Stretch their skill levels, give them more responsibilities and more management
duties so workers are comfortable with taking orders from someone other than
yourself.
Make sure all your key players know the plan for succession, so the choice isn’t a
surprise to anyone.

2. Make it legal. The form of your business affects your succession plan. If you have
shareholders or partners, your succession plan may need to include a buy/sell
agreement that allows your successor to buy out other partners’ and shareholders’
shares of the company, or you may need to transfer to your successor through a
shareholders’ agreement. Other options include an exit plan that allows for
shareholders to buy out your shares, or gifting part or all of the business to your
successor.  Congress recently increased the lifetime gift exemption to $10 million
adjusted annually for in�ation. You might owe taxes on monies exceeding the
exemption, but once you no longer own the business, it’s no longer part of your
estate, and future pro�ts won’t subject your estate to additional taxes.

Alternatively, you may decide to help your successor buy the business by providing
�nancing assistance. Then, you’d receive regular income from the loan principal and
interest for the life of the loan. However you decide to hand the business over to a
successor, make sure you go over the details with your attorney so there are no
unanswered questions after you leave.
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3. Disability concerns. You never know when a long-term disability could prevent
you from running your business until it happens, but you can prepare—just in
case. Your succession plan should include steps to be taken in case of severe illness,
a family crisis or even a serious accident. The person you designate to handle your
duties for an extended absence doesn’t have to be your permanent successor when
you leave your business, but this is a good time to �nd out if the person you have in
mind can handle the job.

A succession plan should not be a company secret. Be open about building a backup
bench and let employees know you are creating legal documents so the business can
keep growing even when you’re not at the helm. The more employees know about
your intentions, the more they’ll trust you and your successors to provide a long-
term successful working environment.

 ——-
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