
16   Nevada Lawyer     February 2016

Successful men and women who own their own 
business often view themselves as indispensible. 

They work hard day and night in order to make 
their businesses prosper and grow. They seldom 
give much thought to the fact that they will one 
day exit the business. But exit they will — one 

way or the other. One exit door is death, and for 
the sake of their family and their employees, they’d 
better give that reality some thought. Of course, in 
the back of their minds, they’d usually like to sell 
the business for a handsome price, but when age 

begins to take its toll, they may belatedly discover 
that they should have been making firm plans years 

earlier. That lack of planning may end up costing 
them and their families a lot of money.

The predominant belief 
of many business owners is 
that a large corporation will 
swoop into town, purchase their 
business and write them a nice, 
fat check. While this does in 
fact occur from time to time, 
most business owners have 
to be more innovative when 
it comes time to exit. Some 
owners want their employees 
or their children to take over 
ownership, but in such events, 
how is the owner paid? How 
will the business be managed? 
Other businesses, particularly 
those involving professional 
services, like law firms, are not 
easily sold or transferred.  

An owner’s choices are 
finite. Generally speaking, an 
owner can:  
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aspect of the business, but he never took 
into consideration his own vulnerability. 
When Joe hurt his back after turning 
60, there was no one to step into his 
shoes and run the company. As he 
tried desperately to find a buyer, new 
leads and prospects dried up. When Joe 
passed away unexpectedly, additional 
legal problems arose. Joe had never 
approved an additional signatory on the 
company bank account nor designated 
a successor trustee under a living trust. 
The entire business came to a halt until 
we went to court and had an executor 
appointed for Joe’s estate. By then, the 
business had suffered tremendously. His 
family had no choice but to liquidate the 
company’s assets for a mere $800,000; 
the family lost more than $19 million. 
It was a dissatisfying end to a long and 
successful career.  

From Joe’s perspective, he had no 
alternatives. But, in truth, his problems 

(and his family’s inherited problems), 
were due to the fact that he had never 
planned an effective exit strategy.

What can an owner do in order 
to avoid Joe’s pitfalls? Here are a few  
options to consider:

1. Empower Family 
Members/Key Employees 
to Take Over the 
Business  

 This requires a commitment to 
training and a willingness to 
relinquish responsibility for critical 
aspects of the operation. But with 
the right training and classes, 
family members or key employees 
can develop the skills and 
knowledge necessary to maintain 
the business well into the future. As 
these folks assume more and more 
responsibility, the owner can slow 
down and enjoy semi-retirement.

2. Pre-Plan a Buyout 

 Many business owners don’t 
consider selling to family or 
employees because such individuals 
do not appear to have the money 
required to buy the business. 
However, creative solutions are 
available that do not require the 
entire purchase price up front. 
With some pre-planning, even 
employees can manage to purchase 
the company. For example, an 
owner can sell a portion of the 
stock to his key employees, execute 
a buy-sell agreement and arrange 
for the company to purchase a life 
insurance policy on the owner’s 
life. Then, should the owner die, 
the business receives the insurance 
proceeds, which are then utilized to 
purchase the balance of the owner’s 
stock. The owner’s family will 

1. Continue to work as always; 

2. Bring in partners and continue 
with a reduced workload 
(possibly in a consultant 
capacity);  

3. Sell the business to family;  

4. Sell the business to employees;  

5. Sell to a third party; or  

6. Liquidate and sell the company’s 
assets. 

Unfortunately, alternative number 
six, liquidation, is the default position 
for an owner who has not developed any 
exit strategy. Our firm recently probated 
“Joe’s” estate. During his career, Joe 
built up a successful construction 
company worth $20 million. Joe was 
always proud to be in charge of every 
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receive cash 
representing 

the full value of 
the owner’s interest 

in the company, and the 
key employees will wind up 

with the company. An owner can 
also choose to sell the business and 
receive payments from the future 
profits of the company.

  

3. Sell When the Company is 
Strong and Prosperous  

 If there is no one to take over the 
business, and the owner wishes to sell 
to a third party, s/he should not wait 
until a personal calamity strikes. The 
key to successfully selling a business 
is to sell when the company is strong 
and prosperous.  

4. Set Up a Living Trust  

 With a trust, probate can be 
avoided and a successor trustee can 

take immediate control over the 
deceased’s financial and business 
affairs. Trusts allow assets to be 
passed directly to family members 
without the delay, expense and  
public disclosure of probate. 

 

5. Take the time to plan 
your exit strategy now!

 
Joe was a bright guy — a hard-
working, successful businessman. 
But he failed to plan an exit strategy. 
Fate determined how he would 
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exit his business and what 
his family would receive. 
Consequently, everyone 
around him, his family and his 
key employees, lost out. This 
type of tragedy can be avoided 
with the appropriate foresight 
and preplanning.  
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