CHAPTER FOUR

Ways to Cover the Risk
There are a number of things that can go wrong where
business ownership is concerned. Stephen Covey, in his book
titled, The Seven Habits of Highly Effective People (1989 Free
Press), stated one of the habits is to always start with the end in
mind. When it comes to ownership matters, keeping the end in
mind is precisely what owners, whether family or non-family
owners, should do. After all, every person’s ownership of a business
comes to an end; it’s just a matter of how and when.
There are two types of exits that should be catered for, planned
exits and unplanned exits. The planned exits are easier to
organise, as time is on the side of the owners. They can
determine things in an orderly fashion, get advice, and arrive
at an agreement. Planned exits assume there will be a buyer
of their shares at the right time for the right price. If internal
succession can be organised then the exit of an owner is made
easier, as the buyer is aware of the business and the price may
be easier to negotiate. Selling to someone in the industry is also
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CHAPTER NINE

Show Me the Money
In previous chapters, I’ve talked about three potential sources of
money for some of the major risks businesses face. These include
borrowing to replace destroyed assets from personal investments
or from general insurance companies should there be general
insurance in place. However, there is another viable source of
funding that I have hinted at previously, but not mentioned. This
chapter will cover the matter in detail.
The biggest risk to any small to medium enterprise is its reliance on
the owner(s) and/or key employees to continue to stay in business.
The inability of these people to continue to do their jobs, either
temporarily or permanently, due to accident, injury, illness and or
death means the viability of the business will suffer.
The inability of the owner(s) and/or key employees to contribute
at all or at the same level after an incident will mean revenue
falls along with profitability. Unless a replacement for the owner/
key employee can be found, and even if the business had general
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CHAPTER THIRTEEN

The Estate Plan
Estate planning is not simply drawing up a will and putting in place
powers of attorney (more about powers of attorney later); it is all
about ascertaining what assets you hold at the moment, and whether
they are in personal names or, more importantly, via entities. Due
to the threat of legal liability and creditors, business owners generally don’t have any assets in their own name. Assets are also held by
their spouses and/or business entities. The owners generally hold
debt. This ensures that if they are sued successfully or bankrupted,
their creditors won’t get any money because the owner doesn’t have
any in their personal name.
This typical structure makes comprehensive estate planning compulsory. If assets are held via entities, then the owner usually
controls these entities, and this control needs to be passed on via
the will. When control passes to their beneficiaries, they are then in
control of the assets the owner once controlled.
If the owner operates a private company, their will would pass the
shares in the company, and therefore its assets, to their spouse
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