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Exit Ramp Ahead—Planning for Transition
Joyce Krech, Training & Operations Coordinator
JMU Small Business Development Center
A lot has been written about the need for good business planning – both for a start-up venture and for a growing and changing business. Planning how you will exit or transition out of your business can be just as important. You may choose to close an existing business for many reasons – profitability, change of personal goals or lifestyle, or to move on to a more exciting business opportunity. You might merge your business with another, effectively ending one enterprise and giving birth to a new one simultaneously.  

Whatever the reason, exiting a business is a process directly related to the complexity of the business and the circumstances underlying the decision to get out. The process can take from one week for a home-based sole proprietorship to several years for a large corporation with legal or financial issues to settle. This column focuses on the small business and here are some steps to consider in the process: 
Agreement and Authorization from Owners: A sole proprietor can make the decision and effectively carry it out on her own. When more than one owner is involved, the company bylaws or partnership agreements will outline the rules for dissolution and serve to settle issues. Since these documents should have been created at the start of the company, a smooth exit plan is already in place when it is needed. 

Engage professionals: Your legal counsel and CPA can contribute to a smooth process and improve the outcome. With their help, you should do a thorough review of the business and identify any problem areas. Determine the condition of the firm’s records and resolve any irregularities. Prepare a list of assets and perform a physical inventory, which will be used to establish the value of the business, manage disposition of assets, and becomes the basis for tax calculations and tax returns. If you are selling, merging, or making succession plans, a business broker or valuation expert can assist you to make an objective determination. 
Release announcements: Inform your customers, vendors and suppliers, employees, creditors, and contractors if their interests are affected by the changes. The notices should designate an official point of contact for questions or inquiries. If the business is changing hands, use the occasion to create positive publicity for the new venture. 
Conclude or transfer contract obligations. You may require approval from contracting parties and need to negotiate final terms. Leases, insurance contracts, and benefit plans may need to be reviewed and addressed. 
If any operational processes or products are going to change, consider how they will affect sales, cash flow, or human resource needs. Will the net value of the business change? What is the status of accounts payable or other debt obligations?  Prepare financial statements & tax returns to establish the implications for assets, gains, and losses conveyed to the new owners. 
Prepare information returns. Generally, you will need to inform each of the registration, taxing, and licensing agencies contacted to start the business. Update bank accounts and other signatory authority.  
Planning for any business change is crucial. The processes, timing of events, and tasks must be tailored to the type and complexity of the business. Each case is unique because reasons for dissolution or change differ, and problems that exist or develop are unique to the circumstances. 

The process for getting out of business successfully requires the same amount of planning as going into business. While it should be easier, it is likely to be less enjoyable and more stressful. The best advice is to think about the future during the start-up stages to ensure that complications and problems that could affect dissolution and net value do not develop into roadblocks. 
For free business assistance with any aspect of operating your business, contact the Shenandoah Valley Small Business Development Center, with offices in Harrisonburg (540-568-3227) and Weyers Cave (540-234-9261 x 2246), or visit our website at www.jmu.edu/sbdcenter. 
