10.2 Handing over
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If your business is a family business, you may have a strong
preference to pass it on to your children—particularly if you
inherited it from your parents. If your children have grown up in
and around the business, they may also be keen to take it over
when the time is right. But family succession is not always a done
deal, and timely succession planning is very important.

30% of family businesses survive into the second generation, and
only 13% into the third generation. An Australian study
undertaken by RMIT in 2003 found that the average age of family
business owners was 56 years, 68% of owners intended to retire
over the next 10 years, 82% of owners regard succession and
retirement planning as important, 32% of owners wanted their
business to remain a family business—yet only 25% had sought
professional succession planning advice, and only 24% had a
written plan.

Many business owners put off succession planning because they
are too busy, or because they do not want to think about leaving
the business, retiring or dying. But these are facts of life, and the
sooner you face up to them honestly, the better.

Are your children right?

Don'’t assume your children are the right people to take over the
business. They may not have the aptitude or skills to take the
business forward. Be warned: their view of their own capabilities
may differ from your view.

Worse still, your children may have competing ambitions. If
several siblings all want to be the managing director, expect
trouble. The situation can get even more complicated where
extended family and non-family members are involved.

Alternatively, your children may not have a passion for the
business, and may see it simply as a source of income and wealth
to be harvested. The business is unlikely to prosper in this
environment, and you might be better to sell the business as a
going concern to somebody who will develop it, and leave the
capital value to your children. Another option is to install a
professional management team and external directors, and allow
your children access to the dividend stream, but not day to day
management.

Your children may not even want to take over the business. They
may have seen how hard you have worked, and decided that level
of commitment was not for them. They may be more interested in
pursuing a career in some other field.

It is important to talk things through with your children well
before the question of succession arises so that you know what
they are thinking, and they know what your preferences are.
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The most important things

The most important thing that must be protected during
generational change is your relationship with your partner and
your children. As important as money is, it will never give you the
same level of joy and satisfaction as your family relationships.
Preserve your personal health and your significant relationships
before everything else.

But the next most important thing to protect is undoubtedly the
business itself. This is, after all, the reason for the succession
process. It is a key asset to preserve. Ensure that it gets your full
attention during succession planning and the succession
transition. Put systems in place to ensure that the changeover is
seamless for your suppliers and customers. Let them know well in
advance so that they expect the handover as a natural evolution
of the business, and understand that they same business values
will continue when you have moved on.

It is also wise to transition business management to a
professional footing well before succession. Consider formalising
job titles, formalising and documenting your business philosophy
and business systems, and appointing an external advisory board
or non-executive directors.

FoodBiz



A succession plan

A succession plan should

> gpell out how you, as the retiring owner, will be compensated
financially for your many years of hard work in developing and
operating the business

> nominate the next principal, and ensure that person gains
control of the business in a fair and equitable way

> decide what happens with other share holdings—will other
family members be allowed to retain shares and leave them, in
turn, to their legatees, or will they be required to sell back to
the principal at a fair price?

\

spell out how the company and its shares will be valued

\

document any agreed values or guidelines by which the
business will be run

Getting assistance

Generational change is a difficult time, and to help you plan
thoroughly, prepare well, and transition smoothly, you may like to
get professional assistance. Lawyers and financial planners in
particular have established models for succession planning, and
can integrate this with retirement and estate planning.
Accountants and business consultants can assist with financial
planning, and an accountant or valuer might be helpful if a sale
or transfer value needs to be placed on the business.

FoodBiz www.safoodcentre.com




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


