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Our purpose in the exercise of exit planning is to create 
transferable value for the business owner. We accomplish 
this by accelerating enterprise value within the business, and 
helping entrepreneurs reach their personal objectives.

We have had the privilege of 
working with dozens of business 
owners in transition. Most 
entrepreneurs have their heads 
down;  focused on growing their 
business, serving their customers 
and managing their team. 
They know there will be an exit 
someday, but don’t think very 
much about what life will look like 
on the other side. 

Some business owners have faced 
a rude awaking. During an exit 
they may:

• Face unforeseen tax 
consequences

• Create chaos that devalues 
the business

• Damage relationships because 
of inequities they create for 
their employees or family

• Face a letdown, or even 
depression after the dust 
settles

Building economic value is a 
marathon, followed by a hundred-
meter dash in the form of a 
liquidity event. Often, business 
owners will leave money on 
the table because they are 
not prepared for a transaction 
cycle that is very different from 
anything they have faced before. 
Key decisions in the last three to 
four years can improve post-tax 
outcomes by 50% or more. 

Assessment

Business 
Valuation Strategic 

Planning

Execution Tax 
Mitigation

Compliance

Family

Business

Employees

Wealth

GOAL SETTING

EVALUATION

BUSINESS VALUE 
CREATION

TAX AND LEGAL 
ISSUES

LIFE & FINANCIAL 
PLANNING

SELL OR STAY 
DECISION











EXIT PLANNING 
MODEL



3

Multiples for private U.S. 
companies (which typically 
trade at a multiple of Earnings 
before Interest, Depreciation and 
Amortization) set an all-time 
high in 2017. With increases in 
GNP of about 2%, our economy is 
growing at a tepid pace. Strategic 
buyers, who often pay the highest 
multiples, are finding it cheaper to 
buy than to build. Their inability to 
grow provides motivation to “roll 
up” industries and buy quality 
companies. 

Of the 12 million privately held 
businesses in the U.S., more than 
half are owned by Baby Boomers. 
70% are expected to change 
hands in the next 20 years. As 
sellers crowd the market, less 
competitive companies will realize 
lower valuations. 

Should tax reform be passed 
(including potential lower 
capital gains taxes), there will 
be a window where billions of 
dollars of enterprise value are 
liquidated. 

Entrepreneurs often look 
forward to a liquidity event as a 
culmination of their life’s work. 
After their transaction, they 
feel a letdown (some are even 
depressed). They are no longer 
the decision maker that others 
are reliant upon, and can lack 
direction and purpose. They come 
to realize they cannot earn a 
return on assets that is even close 
to what they earned as a business 
owner. Once one has achieved his 
or her lifelong dream, it is hard 
to reset with a new vision and 
purpose.
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Why think about this now? What you can do 
to prepare 

In order to fully prepare 
for an exit, you should:

• Assign a 
quarterback, 
responsible for 
coordinating your 
exit planning 
activities

• Start several years 
before your target 
exit date

• Surround yourself 
with a team of 
advisors who 
can protect your 
interests (and your 
assets)

• Have a formal, 
written strategic 
plan

• Handcuff key staff 
members who 
will assist you in 
optimizing value

• Have a solid life plan 
which quantifies 
your financial 
goals and ensures 
transferability of 
wealth
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Every business needs to frame its 
ideal future and communicate it 
to the management team. Within 
strategic planning, we typically 
achieve the following outcomes:

• Clarify management’s 
strategic objectives

• Establish a clear path for 
growth

• Unify the management team 
around a common vision

• Set clear goals for 
management, to which they 
can be held accountable

• Improve business 
development results

• Prioritize investments, such as 
the implementation of an ERP 
or opening a new office

• Create a foundation for key 
performance indicators

• Promote fact-based decision 
making 

• Build infrastructure, including 
human capital, improved 
processes and technology

• Provide a foundation for 
departmental and individual 
goal setting and incentive 
plans 

The goal of strategic planning is 
to increase enterprise value. As 

part of the process, we will assess 
the gaps that constrain building of 
full value.

Let’s assume the average multiple 
in your industry for a company 
your size is 7x. The Max Value 
Analysis generates a list of “gaps” 
that will constrain your ability to 
reach full value. For example, if 
your score was 75/100 potential 
lost value would be roughly 1.75 
turns. 

On a $10 Million transaction, that 
would = $2.5M (or a quarter of 
the company’s value).

Building your Strategic Plan
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Total Score 76/100 
Industry Multiple <$500M: 8x 

Multiple Discounted: 6.88 (Multiple of 8 x Index .76) 
Value Lost: $4.7 Million 

 

Benchmarks 
 Company >100M $50-$100M <$50 M 
Revenue 100% 100% 100% 100% 
Gross Margin 40% 38% 39% 37% 
Selling Expenses 15% 13% 14% 16% 
Operating Expenses 15% 13% 14% 15% 
Net Profit 10% 12% 11% 6% 

 

 Volume where economies 
are achieved 

ENTERPRISE MAX VALUE ANALYSIS 
(EXAMPLE)
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It is critical that any business 
owner considering a liquidity 
event also considers their “life on 
the other side.” The entrepreneur 
should create a set of personal 
goals in the form of a vision for 
their future. This may include 
spending time with family, 
traveling, or creating a legacy 
through philanthropy or forming a 
foundation. Business owners who 
have a life plan are far more likely 
to achieve personal fulfillment and 
realization. 

It is also critical to chart out 
a financial plan that includes 
projections for every year until 
death. Good estate planning 
reduces both financial risk and 

the pain created for family when 
financial affairs are not in order. 
A good financial planner will 
optimize wealth through capital 
appreciation, risk mitigation and 
tax avoidance strategies. They are 
worth their weight in gold. 

Variables business owners should 
be aware of in the financial 
planning process:

• Healthcare costs are ramping 
up much faster than inflation. 
Many retirees are reliant on 
Medicare, and are ill-prepared 
for the true cost of healthcare.

• Inflation (which has been 
extremely low over the last 
decade) erodes the value of 
savings.

• Many investors are ill-prepared 
for unexpected life events, 
such as disability or death of a 
spouse.

We can help.  From our unique 
vantage point as strategic 
planning experts, we have 
had exclusive purview into 
companies in transition. We can 
be the “quarterback” for the 
entrepreneur; and can assist 
in creating the right team of 
advisors, and establish maximum 
enterprise value within the 
business. 

As quarterback, we can guide a 
team and create a process that 
achieves the end goal of creating 
transferable value.

Building your life plan

Financial Planning 

FOR THE BUSINESS
• Cash Flow Projections
• Audit Requirements
• Reporting
• Partnership Agreements

FOR THE ENTREPRENEUR
• Financial Planning
• Risk Avoidance
• Tax Mitigation
• Retirement Planning
• Estate Planning
• Asset Management
• Bookkeeping, Personal 

Financial Issues

FOR OTHERS
• Succession Planning
• Tax Mitigation
• ESOP/MBO
• Other
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• Tax strategies that could 
reduce or limit your tax 
liability need to be planned at 
least two years in advance. 

• Revenue, or EBITDA 
assumptions could be 
invalidated if a company’s 
reporting is not in the proper 
form. It could take 18 months 
to ensure the optimum 
controls are in place.

• Value creation takes time. 
For example, one of the most 
important variables will be 
the transferability of the 
management team. It could 
take 2-3 years to evaluate 
talent and hire the right 
people. 

• There is a multiplier effect 
to valuation.  An increase in 
one turn, and 20% increase 
in EBITDA can increase a 
company’s value by 40% or 
more.

The time to act is now Don’t leave money 
on the table. 

Be intentional about 
maximizing your 
enterprise value today, 
so you are in the 
position to seize the 
opportunities ahead.  

CONTACT US
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