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[bookmark: _Toc224291848]Every Business Needs a Succession Plan
Many business operators prepare Succession or Exit Plans regularly so they are in a position to react promptly to any opportunity to change direction in their business.

While succession planning can apply to shareholders, key management personnel and all team members, this article will concentrate on the key owner/CEO within the business.

There are many succession issues relating to a business:
· Are members of the family involved in the business?
· Do any of the family members have aspirations to manage and own a significant amount of the business? 
· Does the family member have enough money or borrowing capacity to be able to buy out the shareholding held by the current owner?
· Does the current shareholder have sufficient funds not to require a prompt payout but to self- finance their successor?
· [image: Effective Succession Planning Tips for ...]Is the potential new key shareholder acceptable to all other shareholders and the management team?
· Are all the secrets and agreements that have been entered into recorded in writing or are they in “the head” of the current key shareholder/CEO?
· Has all of the business intellectual property been recorded and protected by Patents or Trade Secret Agreements?
· In the event of a change of the key person within the business, will this trigger any changes from key suppliers or bankers in their attitude towards the business?
· Has any consideration been given to the company attempting to raise capital as a Crowd Sourced Funding Equity Raising Company so as to fund (or partly fund) the retiring key shareholders/CEO by paying out loan accounts?
· Does the business have a Family Charter or Constitution?  This can be particularly relevant where a number of members of the family are not employed or directly involved within the business.

There are many other issues relative to succession planning in a business.  Would you like to know more about succession planning?  If so, please contact the accountant in our organisation with whom you normally deal with for a preliminary discussion.

[bookmark: _Toc224291849]Getting A Business Ready For Sale
Most businesses will require a complete review of a number of key factors, which will contribute towards the achievement of a satisfactory sales value resulting from the sale of a business.  Key items:
· Are any changes required to improve team members performance and attitude?
· Customers – are they happy?  Are there more products or services customers could purchase?
· Supplies – Do key suppliers contribute support, which is reflected in the performance of the business?
· Management – is the management team functioning at an appropriate level ?  Will the management team be able to drive the business’ performance, if the current owner is no longer involved?
· What type of financial data is available?  Are sales dissected into component sales for each business unit within the business and are gross profit percentages and gross profit contribution figures determined for each sales component?
· What is the labour turnover percentage?
· [image: How to prepare your business for sale ...]How does the businesses financial performance compare with industry benchmarks particularly top 20% benchmarks?
· What is the “unique selling proposition” of the business?
· If the business is offering credit terms, how effective is the Debtors’ Management System? 
· What are the current Debtors’ Days Outstanding?
· What were the Debtors’ Days Outstanding as at the previous 30 June?
· Has all intellectual property, owned by the business, been appropriately documented and have any ownership disputes been resolved with appropriate documentation?
· Will key team members remain with the business, if the sale was negotiated?
· If key team members decided to leave, could a new owner effectively operate the business, especially in the short term?
· Have you considered offering a team member retention bonus to retain key people for a period of time after the sale, so an assurance can be given to a purchaser that, at least for a period of time (say 12 months), the key people will remain in the business?
· As part of getting the business “house in order” to maximise the sales value, a review of the following items is advisable:
· The systems operating in the business – could improvements be made?
· Can steps be taken to eliminate unnecessary expenses and wastage?
· Are all sales been appropriately recorded in the business’ books of account?
· Does the database of customers show names, addresses, contact details and a record of previous purchases?
· Are the business’ intellectual property records current?
· Have team members signed Intellectual Property Agreements?  Are these filed correctly?
· Does the business premises present a pleasing aspect to a potential buyer?
· Do the team members require additional training so the potential buyer may be favourably impressed?
· Have you reviewed your business’ Key Performance Indicators against industry’s best practice?

If you are contemplating selling your business, our suggestion is that you have a conversation with the person in our organisation with whom you normally deal to review a range of issues that could contribute to a satisfactory sales process.

[bookmark: _Toc224291850]Thinking About Starting A Business
Before resigning from your current employment, we suggest that you contact our firm for an appointment with an accountant who will guide you through a Due Diligence Review to illustrate to you whether you are ready and able to operate a business of your own.

The Due Diligence Review will review a range of matters including:
· Have you contacted suppliers to enquire whether they will offer you credit terms?
· If so, on what basis will the credit terms be offered?
· If you are happy with what has been offered, we suggest that you ask the supplier to confirm their willingness to supply product to you and their credit terms in writing.
· You need to undertake a review of your competitors – are you confident that you can compete against these other businesses.  It is a good idea to prepare a “Strengths, Weaknesses, Opportunities and Threats (SWOT) Analysis”.  In this analysis you are trying to identify some very important information about your competitors so that you can decide whether you believe you can compete against them and to list your opportunities to guide you in competing with these other firms.
· Is there an established market for the products or services that you are going to be producing or selling?
· What research have you conducted relative to the pricing that the proposed customers will accept?
· Have you thought about credit sales?  Have you been able to ascertain what percentage of sales made by your competitors are made on a credit sales basis?
· Do you understand the operations of a Debtors’ Management System?
· What credit terms are you proposing to offer to your customers?
· Are you planning to employ team members in your business?
· If so, how many team members are you proposing to employ and what will be the job descriptions and your payroll obligations?
· Do you understand that from 1 July 2026 superannuation has to be paid at the same time that wages are paid?
· If you are employing other people, have you determined a labour manning document to identify who is going to perform various duties within the business?  This is important because otherwise you will have to undertake tasks that potentially could have been allocated to team members.
· It’s a good idea for you to prepare a Strategy Document highlighting all aspects of the proposed business and how you intend to operate the business and discuss this document with your accountant.
· Cash flow control is very important within a business and for that reason we suggest you prepare a Budget and Cash Flow Forecast for the first 12 months which we will review and make suggestions on any additional information to be included which we could then draft for you.

When you have completed the review of the various information we will discuss with you the services that we can offer you on an ongoing basis to assist your venture into business ownership.

Please discuss any questions or concerns with the accountant in our organisation you are dealing with or if you don’t know anyone in our organisation, please talk to our receptionist who will arrange for you to have a discussion with one of our accountants.

[bookmark: _Toc224291851]Do Your Customers Recommend Your Business?
· Do your customers say “WOW”?
· Do they recommend your business to their friends and associates?
· Do you acknowledge long-term clients for their continuous supportive of your business?
· Do you send letters/emails to new clients thanking them for their patronage?
· Do you encourage customers to give you referrals to their friends and associates?
· Do you ask clients for testimonials which you can post onto your website?
· Do you give guarantees?  Do your team members understand how to process guarantees?
· Do you discuss with your team members the “lifetime value of a customer”?
· Are your team members familiar with the strategies that you have implemented relative to the processes of scaling up a “customer” to a “client” and then to an “advocate”?
· Do you utilise a Customer Relationship Management System (CRM)?
· If you have a CRM, are you using the system to maximise your communications with prospects and also your customers?
· Do you understand the demographics of your customers?
· Do you have procedures in place for handling customer’s complaints?
· Do you offer events or ongoing training/familiarisation to your clients?
· Have you developed information videos and webinars that are available from a secure section of your website for your customers to access?
· Do you prepare a regular newsletter/video alerting your customers to recent developments within your business and your industry?

We can assist you in reviewing the services that your businesses offers to your customers.  Please contact the accountant in our organisation that you are dealing with.

[bookmark: _Toc224291852]Have You Developed Risk Management Strategies?
All businesses operate in an ever-changing world, where different risks can affect the performance and, in some instances, the survival of the business.  Some of the risks that may affect your business could be categorised as follows:
· Commercial Risks – risks associated with the market and the sustainability of the business.
· Compliance/Legal Risks – relates to compliance with legal requirements and other regulations posed by governments or local government councils.
· Environmental Risks – includes consideration of environmental issues that might affect the business, including: – weather temperatures, cyclones, storms, floods, tsunamis, droughts and other environmental risk, including incorrect disposal of products.
· External Risks – risks over which the business has very little control, but to which some consideration should be given, such as:
· wars such as the war in Iran and the Middle East at present; or
· global financial upheaval, e.g.:
· global financial crisis
· political uncertainty in countries
· Russia’s invasion of Ukraine
· Financial Risks – this is a very large risk area, including cash flow, debtors and stock.
· Fixed Asset Risks – damage, deterioration or obsoleteness of plant, equipment for buildings
· Staff Disputes – interpersonal or structural
· Operational Risks – including
· [image: Greatest Risk ...]Immune occasions
· Email
· Website
· Electricity failures
· Fraud 
· Misrepresentation
· Organisational Risks – including:
· Key management leaving the organisation
· Death or disability of senior management personnel
· Workforce unrest; or
· Workplace bullying, sexual harassment, discrimination, claims
· Reputation Risks – including unprofessional conduct
· Research/Intellectual Property Risks – incorrect documentation of who owns particular inventions
· Safety Risks – safety issues affecting team members, customers and visitors to your premises.
Have security pre-start checks been undertaken on vehicles, trains and conveyor systems?
· Security Risks – such as:
· Armed Robbery
· Brawls
· Theft And Pilferage
· Stakeholder Risks – change of directors, shareholders, management team and key suppliers.
· Technology Risks – continual improvements in technology to your business, keeping up-to-date – understanding and implementing where appropriate AI.
· Corporate Governance Risks – directors and management understanding their responsibilities under the legislation.

Businesses need to firstly identify the risks which relate to their business, then develop strategies to minimise the risk, or have preprepared sieges in place, if a particular risk emerges.

If you would like to have a discussion with us relative to risk management within your business, please do not hesitate to contact us.

	[bookmark: _30j0zll]An Important Message
While every effort has been made to provide valuable, useful information in this publication, this firm and any related suppliers or associated companies accept no responsibility or any form of liability from reliance upon or use of its contents.  Any suggestions should be considered carefully within your own particular circumstances, as they are intended as general information only.
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