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A PERSONAL NOTE FROM VINCENT

| want to be honest with you about why | wrote this guide.

Over the years at Prometis Partners, | have had the privilege of sitting across the table
from some genuinely remarkable business owners. People who have built companies from
nothing. Who have sacrificed, adapted, persisted, and created something that supports
families, serves customers, and leaves a real mark on their communities.

And yet, time and again, | have watched those same owners arrive at the moment of
transition without a plan. Not because they were not intelligent. Not because they did not
care. But because no one had ever sat them down and walked them clearly through what
that transition would actually involve and what it would cost them if they were not
prepared.

That is the gap this guide is written to close.

The families who succeed in transition are not the ones with the largest
businesses. They are the ones who planned, and who planned early.

| am writing this guide for the business owner who has poured everything into building
something great and who deserves to exit on their own terms, with their wealth protected,
their family intact, and a clear vision of what comes next.

This guide will not give you all the answers. No single guide can. But it will give you
something | believe is more valuable: the right questions to start asking, and a clear
understanding of why the planning process cannot wait.

Read it carefully. Sit with the questions it raises. Share it with the people who matter most
in your business and your family. And when you are ready to take the next step, | am here
for that conversation.

e

Vincent Mastrovito
Founder, Prometis Partners
prometispartners.com
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INTRODUCTION
Understanding Why
This Is Different

Every business goes through some form of transition. Ownership changes. Leadership shifts.
Companies are sold, merged, or handed to the next generation.

But family business transition is in a category of its own.

In a family business, the lines between the boardroom and the living room are blurred. Business
conversations happen at the dinner table. Roles within the company are often shaped by
relationships that predate the business itself. And decisions that would be purely commercial
in any other context become deeply personal when the stakeholders share a last name.

The Scale of What We Are Talking About
Family businesses are not a niche category. According to research across North America:

Fact Context

(0) | 1I\/—
Z\C/\)/ng % of all businesses are family Family business is the dominant form of enterprise
Only 30% survive the second Most transitions fail, not from lack of value, but lack of
generation planning
Fewer than 12% reach the third o T ;
generation Each transition multiplies complexity
Avg. business owner age is rising Transition pressure is building across the economy

These are not just statistics. Each one represents a business, a family, a legacy and in most
cases, a significant amount of personal wealth that may never be fully realized.

Why Most Transitions Fall Short
Transitions fail or significantly underperform for a predictable set of reasons. They rarely come

down to the quality of the business itself.

They come down to preparation. Or more accurately, the absence of it.
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The most common reasons family business transitions go wrong:
e No documented plan for ownership transfer
¢ Next generation not prepared for leadership
e Conflict between family members about the future of the business
e Business too dependent on the current owner to sustain value
e Owners are surprised by what the business is actually worth
e Wealth not structured for efficient transfer
¢ No shared understanding of roles, expectations, or governance

This guide will walk you through each of these risk areas, not to overwhelm you, but to ensure
you understand exactly what successful transition planning involves.

Planning is not a single event. It is a process. And the earlier that process begins, the
more options you will have.



The Family Business: Built
Differently, Valued Differently

Before you can plan a successful transmon you must first understand what makes your
business different and why that difference matters enormously when it comes to value and
exit.

More Than a Company

Ask most business owners what their company is worth and they will give you a number. It
might be a rough estimate. It might be based on what a competitor sold for. It might be a figure
they have carried in their head for years without ever formally testing it.

What that number rarely reflects is the full picture.

Family businesses are often built across two balance sheets: the financial one and the
relational one. On the financial side, you have assets, revenue, profitability, and debt. On the
relational side, you have customer loyalty built through personal relationships, institutional
knowledge held by family members, reputation tied to a family name, and a culture shaped by
decades of shared values.

Both of these matter to value. And both require careful attention when a transition is
considered.

The Three Circles of a Family Business

One of the most useful frameworks for understanding family business was developed by
researchers at Harvard and has since been used by advisors around the world. It is known as
the Three-Circle Model.

The model describes three overlapping systems that exist simultaneously in every family
business:

The Family System
o1 Governed by emotion, loyalty, love, and long-established patterns of behavior. Here, decisions are
made based on relationships and history.

The Business System
02 Governed by profitability, performance, and strategic goals. Here, decisions are made based on
what is best for the enterprise.

The Ownership System
03 Governed by rights, responsibilities, and the distribution of value. Here, decisions are made based
on legal structures and financial interest.



Every individual connected to a family business sits somewhere in or at the intersection of
these three circles. And the tension between these systems is at the root of most family
business challenges.

A parent who is also a business owner and the majority shareholder occupies all three circles at
once. A sibling who works in the business but does not hold equity sits between the family and
business circles. An outside investor with a stake but no family connection sits in the
ownership circle alone.

' Understanding where each family member sits within these three systems is one
of the most important first steps in any transition planning process

What Makes Your Business Valuable

Valuation is both a science and an art. At its core, a business is worth what a willing buyer will
pay a willing seller. But arriving at that figure requires understanding the specific drivers that
create or destroy value in privately held companies.

At Prometis Partners, we work with what we call the Seven Drivers of Business Value. In the
context of family businesses, these drivers carry additional weight because family involvement
can be both a source of strength and a source of risk.

Value Driver Family Business Consideration

|s growth tied to relationships that leave with

Growth trajectory the owner?

Revenue predictability J,[A\rLeStc?ontracts in place, or built on personal

Do customers do business with the company

Customer concentration or with the farnily?

Can the business run without the founder?
HEREEmEE CIEET Without family?

Are business and personal finances clearly

Financial hygiene separated?

Operational systems ﬁézgsrgcesses documented or held in people's

How dependent is the business on the current

Owner independence owner's time?



None of these are insurmountable challenges. Each one can be addressed with the right
planning and time. But they cannot be addressed overnight and they cannot be addressed at
the moment of transition.

The time to build business value is not when you decide to exit. It is years before that
moment arrives.

A Question Worth Sitting With
Before moving to the next chapter, we invite you to reflect on this:

Reflection: What Is Your Business Built On?

e |fyou stepped away tomorrow, who would your customers call?

e Which relationships in your business belong to the company and which belong to you
personally?

e Could your business be operated effectively by someone who does not share your last
name?

e |sthe value of your business protected in systems and structures or does it live in your
head?

There are no right or wrong answers here. These questions are not meant to alarm you. They
are meant to help you see your business clearly, because that clarity is the foundation of
everything that follows.



The Hidden Architecture:
Family Dynamics in Business

The most sophisticated exit strategy in the world can be undone by a conversation that should
have happened years earlier. Understanding family dynamics is not a soft skill. It is a core
competency of successful transition planning.

The Conversations Nobody Has

In most family businesses, there are conversations that simply never happen. Not because the
people involved are unwilling to have them, but because they do not know how to begin, or
because they fear what the conversation might surface.

These unspoken conversations tend to cluster around a few predictable themes:

Common Unspoken Conversations in Family Businesses
e Who will take over when the founder steps back?
e Are the next generation truly ready and do they actually want the responsibility?
* How is ownership going to be divided, and does everyone agree that it is fair?
e What does the founder's retirement actually look like will they really let go?
e How do we treat family members who are not involved in the business?
e What happens if siblings who own the business together fundamentally disagree?

The longer these conversations are deferred, the more complex they become and the higher
the stakes when they are eventually forced into the open, often by a crisis.

Four Dynamics That Shape Every Family Transition

Across the family businesses we have studied and worked with, four core dynamics
consistently determine whether transitions succeed or fail.

Dynamic 1. The Founder's Identity
For most founders, the business is not something they own. It is something they are. Their
identity, their relationships, their daily purpose, and often their sense of self-worth are
inextricably linked to the company.

This is understandable, and it creates a profound challenge in transition. Because stepping
back from the business can feel, at a psychological level, like stepping back from life itself.



Founders who have not resolved this identity question before a transition begins often find
themselves unconsciously sabotaging the process second-guessing decisions, maintaining
control in ways that undermine successors, or simply being unable to commit to a departure
date.

The most common reason transitions stall has nothing to do with finance or strategy.
It has everything to do with a founder who is not yet ready to leave.

Dynamic 2: Next Generation Readiness

Readiness is not simply a matter of age or talent. A next-generation leader may be highly
capable in their role and still be unprepared to step into ownership and leadership
simultaneously.

True readiness involves three things: the skills to lead, the credibility to lead, and the desire to
lead. All three must be present, and all three must be developed, not assumed.

In many family businesses, the next generation has grown up watching the current owner
lead. They may have strong intuitions about the business. But intuition is not the same as
capability at scale, and goodwill from employees is not the same as earned authority.

Questions to Assess Next Generation Readiness
e Has the next generation led people outside the family context?
e Do they have credibility with non-family employees, customers, and suppliers?
e Have they made significant decisions with real consequences and learned from them?
e Do they genuinely want to lead this business, or do they feel obligated?
e Have they had any formal leadership or business education?
e Has adevelopment plan been put in place and followed?

Dynamic 3: Sibling and Stakeholder Dynamics

Few things are more complicated in a family business than the relationship between siblings
who are co-owners or co-leaders. These are relationships shaped by decades of history that
predates the business entirely and all of that history enters the boardroom.

Birth order, perceived parental favoritism, different levels of contribution to the business,
different financial needs, different visions for the future; these are all forces that can fracture
sibling relationships precisely when alignment is most needed.

And the complexity multiplies as the family grows. When in-laws become involved, when
cousins have competing interests, when some family members work in the business and
others do not, the potential for conflict scales with the family tree.

& Research consistently shows that family conflict, not market conditions or
financial performance, is the number one reason family business transitions fail to
reach their potential.



Dynamic 4: The Governance Gap

Most family businesses operate without any formal governance structure. There is no family
constitution. No defined decision-making protocol. No family council. No shareholder
agreement that reflects the current reality of the business.

This is not unusual; it is the norm. In the early stages of a family business, informal governance
works because everyone is working in close proximity, communication is constant, and the
founder's authority is unquestioned.

But as the business grows, as family grows, and as transition approaches, the absence of
formal governance becomes a serious liability. Disputes that could have been resolved by a
clear policy instead become personal conflicts. Decisions that should be straightforward
become battlegrounds.

A family governance structure is not a sign of distrust. It is a sign of respect for the
business, for family, and for the future.

The Emotional Stages of Transition

Transition is not just a legal or financial process. It is an emotional one. For most family
business owners and their families, a transition triggers a range of emotions that can
be difficult to anticipate and even more difficult to navigate without support.

Emotional Stage What It Often Looks Like

"I'm not going anywhere for years” even when transition is

Denial
imminent
Anxiety Uncertainty about identity, purpose, and financial security
Grief A genuine sense of loss, even when the transition is positive
Control Difficulty delegating, micromanaging successors, withdrawing
decisions
Conflict Family tensions surfacing that were previously suppressed
Acceptance The beginning of genuine readiness to plan and commit
Pittelastten The exciting possibility of a new chapter personally and for the

business



Recognizing these stages, in yourself and in your family, is not a sign of weakness. It is a sign
of self-awareness. And self-awareness is the foundation of good planning.

A Framework for Family Conversations

One of the most valuable things a family business can do, at any stage of development, is
create a structured space for important conversations. Not reactive conversations triggered
by crisis, but proactive conversations guided by a clear agenda and a skilled facilitator.

The questions below are not meant to be answered in one sitting. They are starting points for
an ongoing process of communication that should begin long before any transition is formally
planned.

Starting Points for Family Business Conversations

What is our shared vision for the future of this business?

What role, if any, does each family member want in the business long-term?
How will we make decisions when we disagree?

How do we define fairness when it comes to ownership and compensation?
What are the non-negotiables for each person in this family?

What does a successful transition look like to each of us individually?

These conversations are not always easy. But they are always worth having. And the earlier
they begin, the more options the family has when transition becomes a reality.



What 'Transition' Actually
Means

Owners often speak about transition as a single event, a handshake, a signature, a closing
date. The reality is far more nuanced. Understanding what transition truly involves is the first
step toward planning one successfully.

Transition Is Not an Event. It Is a Process.

The legal moment of ownership transfer is the culmination of a process that, in well-planned
transitions, has been underway for years. It is the final chapter of a story, not the story itself.
That process involves the gradual transfer of four distinct but interconnected things:

Ownership Transfer
o1 The legal and financial transfer of equity and control. Includes shareholder
agreements, valuations, purchase mechanisms, and tax structures.

Leadership Transfer
02 The transfer of decision-making authority, relationships, and accountability.
Includes successor development, mentoring, and role redefinition.

Knowledge Transfer
03 The transfer of institutional knowledge, customer relationships, supplier
relationships, and cultural know-how. Often the most overlooked dimension.

Identity Transfer

The current owner's personal transition, from operator to advisor, from advisor to
retiree, or to whatever the next chapter holds. Often the most emotionally
complex.

04

A successful transition requires all four of these to happen in a coordinated, thoughtful way.
Missing any one of them creates significant risk, to the business, to the family, and to the
financial outcome.

The Three Paths of Family Business Transition
Not all transitions are the same. Family business owners typically face one of three distinct
paths, each with its own set of considerations, trade-offs, and requirements.



Transition Path What It Involves

Transfer to family members or existing
management. Preserves legacy but requires
extensive preparation of successors and
careful structuring of ownership.

Internal Succession

Sale to a strategic buyer, private equity, or
individual. Typically maximizes financial return
but ends family ownership. Requires the
business to be buyer-ready.

External Sale

Partial sale or recapitalization, retaining some
family ownership while bringing in external
capital or management. Can preserve
involvement while realising value.

Hybrid Approach

There is no universally correct path. The right choice depends on the goals of the owner, the
readiness of the next generation, the financial needs of the family, and the strategic position of
the business.

What is universal, however, is this: the best path for any given family is almost always the one
chosen proactively, with clear information, enough time, and the right advisors, rather than the
one chosen reactively under pressure.

Every transition path requires preparation. The path you choose determines what
preparation looks like, not whether it is necessary.

The Timeline Question
How long does a well-planned family business transition take?

The honest answer is: longer than most owners expect.
A meaningful transition, one that protects business value, prepares successors, structures
ownership efficiently, and achieves the owner’s personal and financial goals, typically requires a

planning horizon of three to seven years.

This is not because the process is slow. It is because the elements of a successful transition
cannot be rushed:



Why Transition Planning Takes Time
e Successor development cannot be compressed; it takes years of progressive
responsibility
e Business systems and processes need time to be documented and embedded
e Owner dependency needs to be systematically reduced before a sale or transfer
e Tax and legal structures need to be implemented, and held, for planning to be effective
e Family alignment on the transition path requires multiple conversations over time
e Business value can be significantly enhanced, but not overnight

Owners who begin their planning early have choices. Owners who begin their planning late
often find that those choices have been made for them by timing, by circumstance, or by the
market.

& The most common regret we hear from business owners who have been through
a transition: 'l wish | had started planning sooner.’

Business Readiness vs. Owner Readiness

One of the most important distinctions in transition planning is the difference between the
business being ready and the owner being ready. These are two separate conditions and both
must be met for a transition to succeed.

Key Questions

Can the business operate independently of the owner?
Business Readiness Are systems, financials, and management in place? Is
there a clear value proposition for a buyer or successor?

Has the owner resolved their identity outside the
Owner Readiness business? Do they have clarity on their financial needs
post-exit? Do they have a vision for their next chapter?

Is there alignment among family members on the
Family Readiness transition path? Have governance structures been
established? Have succession roles been agreed?

Is the owner's wealth sufficiently diversified? Are post-
Financial Readiness exit cash flow needs projected? Is the tax structure
optimised for the chosen transition path?

Many transitions stall because one of these dimensions has been neglected. A business that is
ready to transfer but whose owner is not ready to leave will not move forward. An owner who is
ready to exit but whose business is not buyer-ready will either sell for less than it is worth or
not sell at all.



The Costof NoPlan

Most business owners understand, in principle, that planning matters. Fewer truly understand
the concrete, measurable cost of failing to plan for transition. This chapter is about that cost.

It Happens More Than You Think

Business owners, almost by definition, are optimists. They have to be. Building a business from
the ground up requires the belief that things will work out, that hard work, determination, and
good decisions will prevail.

That same optimism can be a liability when it comes to planning for transition. Because it is
easy to believe that things will simply work out. That when the time comes, it will all fall into
place. That the business is strong enough that any competent advisor can make it work.

The evidence tells a different story.
What Happens When Transition Is Not Planned

e Businesses sell for 20 to 40% below their potential value when not positioned
correctly

e |nternal successions fail at a high rate when successors have not been systematically
prepared

e Forced sales, driven by health events, partner disputes, or market shifts, almost always
result in poor outcomes

e Family conflict that emerges mid-transition is far more costly and painful than conflict
addressed in planning

e Tax inefficiencies created by poor structure can cost families hundreds of thousands,
or millions, of dollars

e Owners who exit without a clear next chapter report significantly lower wellbeing and
life satisfaction

Four Scenarios That Play Out Without a Plan
These are not hypothetical. They are patterns that play out in family businesses everywhere,
every year.

Scenario 1: The Health Event

The founder suffers a serious health event, a heart attack, a stroke, a diagnosis. Suddenly, the
business that was going to be passed on “eventually” must be transferred immediately. There
iS no succession plan. There is no prepared successor. The family is in crisis, and the business is
atrisk.

The outcome: a forced sale, often at a significant discount, in a timeframe that does not allow
for proper preparation or negotiation. Alternatively, a family member steps in unprepared, and
the business slowly declines under the weight of a role they were not ready for.



Scenario 2: The Silent Conflict

Two siblings have been running the business together for fifteen years. On the surface,
everything appears functional. Beneath the surface, one sibling has been quietly building
resentment, over compensation, over recognition, over direction. When transition comes up,
those grievances surface, not as a conversation, but as a demand. The business is paralyzed.
The family is fractured. A resolution that a structured conversation years earlier could have
prevented.

Scenario 3: The Loyal Successor

The founder's eldest child has worked in the business for twenty years. They are deeply loyal,
deeply committed, and deeply loved by long-term employees. When the founder hands over
the reins, everyone assumes it will be a smooth transition. But the next-generation leader has
never made a strategic decision without the founder's input. They have never managed a crisis
alone. They have never had to make a call that employees disagreed with and stand behind it.
Within eighteen months, key people have left. A major customer relationship has deteriorated.
The business is struggling in ways that were entirely predictable, but not planned for.

Scenario 4: The Missed Window

The business is performing brilliantly. Market conditions are strong. A strategic buyer has
expressed interest. The owner's advisor quietly suggests this may be the optimal moment to
explore a sale. The owner is not ready. They need more time to think. They are not sure what
comes after. The moment passes. Three years later, the market has shifted, the business has
plateaued, and the buyer has acquired a competitor instead. The sale happens eventually, but
at a significantly lower multiple than was achievable.

The cost of no plan is not just financial. It is relational, emotional, and often
irreversible. Planning preserves choices. The absence of planning eliminates them.

The Wealth Preservation Question
For most family business owners, the business represents the largest single asset in their
personal balance sheet. In many cases, it represents the vast majority of their total wealth.

This concentration of wealth in a single illiquid asset creates risk that is invisible during the
growth phase of a business, and becomes acutely visible at the moment of transition.

Without a deliberate plan for wealth preservation, business owners can find themselves in a
position where a business that looked extremely valuable on paper produces a far smaller
post-tax, post-transition outcome than anticipated.



Wealth Risks That Emerge Without Planning

Capital gains tax on sale proceeds that has not been structured or mitigated
Business value that has not been transferred into protected personal assets

No income replacement strategy for the years immediately following exit

Estate planning that has not been updated to reflect the reality of the business value
Personal guarantees that complicate the transition or create unexpected liabilities

A lifestyle that requires an income the post-exit portfolio cannot sustain

These are not problems that arise from bad luck. They are predictable, avoidable risks, if they
are addressed with enough time.



The Five Stages of Family
Transition Readiness

Where are you in the transition readiness journey? Understanding your current stage is the
essential first step in building a plan that is right for you and your family.

At Prometis Partners, we use a framework called the Five Stages of Family Transition
Readiness. It is not a judgement of how well you have run your business. It is a diagnhostic tool, a
way of seeing clearly where you are today and understanding what needs to happen next.

Unconscious: 'l haven't really thought about it'

Transition feels distant or abstract. There is no formal plan, no timeline, and the
o1 topic is largely avoided. The business is strong, and the owner is focused on

running it. This is the right stage to begin education, before urgency forces poor

decisions.

Aware: 'l know I should be thinking about this'

The owner understands that transition planning is important. There may have
02 been some initial conversations with advisors. But awareness has not yet been

translated into a structured plan or committed action. The key here is moving

from intention to engagement.

Preparing: 'We are working on it'

The owner has begun the planning process. Advisors are engaged. Some family
03 conversations have happened. Successor development may be underway.

Business improvements are being made. This is the most productive stage, where

planning is most likely to create meaningful value.

Executing: 'The transition is in motion'

A plan is in place and is being implemented. Ownership is being formally
04 transferred, or the sale process is underway. Leadership is transitioning. This

stage requires strong coordination across legal, financial, family, and operational

dimensions simultaneously.

Transitioned: 'The next chapter has begun'’

The formal transition is complete. The owner is navigating their new identity. The
05 successor or new owner is in place. The focus shifts to integration, wealth

management, and personal purpose. Even here, good planning is required to

ensure the transition holds.



Most of the business owners we work with at Prometis Partners are at Stage 1 or Stage 2. They
have built something remarkable. And they are beginning to understand that protecting that
achievement requires a different kind of thinking than building it did.

The best time to begin transition planning is five to ten years before you intend to
exit. The second-best time is today.

Assessing Your Own Readiness
Below is a simplified version of the readiness diagnhostic we use at Prometis Partners.
Be honest with yourself as you consider each question.

Question to Consider

Business Independence Could your business operate effectively for 90 days without you?

Do you know, with confidence, what your business is currently

Valuation Knowledge worth?

Is there an identified and prepared successor, or a clear external

Successor Clarity
sale strategy?

el Allrat Does your family have a shared understanding of the transition

plan?

Are there formal structures in place for decision-making and
Governance , ,

dispute resolution?
Wealth Planning Is your personal wealth structured for the post-transition phase?

Do you have a clear vision of who you are and what you do after the

Personal Readiness :
business?

If you found yourself hesitating on several of these questions, you are not alone. Most
business owners do. But those hesitations are precisely where planning begins.



Your Next Step

This guide has been designed to open doors, not close them. To raise questions, not answer all
of them. To give you a clearer picture of the journey ahead, and to make the case, clearly and
honestly, that the planning for that journey must begin now,

What You Now Know
Having worked through this guide, you have a foundation that most family business owners
lack. You understand:

e Why family businesses are uniquely complex, and why that complexity requires deliberate,
structured planning

¢ How the three systems of family, business, and ownership interact and how that interaction
shapes every transition

e What drives business value and why value must be built before transition, not discovered
during it

e How family dynamics, founder identity, and governance gaps can determine whether a
transition succeeds or fails

e What transition actually involves, and why it is a process measured in years, not months

e The very real cost of planning too late, financially, relationally, and personally

e Where you are in the five stages of transition readiness, and what needs to happen next

That knowledge is valuable. But knowledge without action is just information.

What This Guide Cannot Do

This guide cannot tell you which transition path is right for your family. It cannot calculate the
value of your business, structure your ownership for tax efficiency, develop your successor, or
resolve the family dynamics that may be sitting beneath the surface.

Those things require something more than a guide. They require a structured process, a team
of experienced advisors, and a platform designed to support exactly the kind of thinking and
planning your business deserves.

That is what Prometis Partners exists to provide.

Clarity does not come from reading. It comes from a structured process, honest
reflection, and the right guidance. That is what we are here to offer.



How Prometis Partners Supports Your Transition Journey
Prometis Partners is a nationally recognized succession and exit planning firm based in
Michigan. We have been helping families successfully transition for 18 years.

The Next Step Is a Conversation
We do not ask you to make any decisions today. We ask only for the conversation.

A conversation about where you are in your transition journey. About what you are hoping to
achieve. About what is working in your business, and what is not yet where it needs to be.
About your family, your goals, and your vision for what comes next.

From that conversation, we can help you understand what your planning journey should look
like, and what it will take to protect everything you have built.

& The families who act on this guide, who take the next step while they still have
time and options, are the ones who look back on their transition with pride. The
families who wait are the ones who wish they had not.

Ready to begin your planning journey?
Contact Vincent Mastrovito directly at Vincent@prometispartners.com to request
your private advisory conversation.

rometis
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