
Crain’s: When should business 
owners begin succession 
planning, and how often 
should plans be reviewed?

Anthony Tomaro: Ideally, 
succession planning should begin 
a minimum of five years before the 
owner wants to exit the business. The 
actual number will depend on a variety 
of factors, including who you plan 
to sell to—your children, employees, 
strategic buyers or financial buyers. 
If you’re bringing the next generation 
of your family into the business, for 
example, you may need more than five 
years to get them ready for success.

Regardless of the buyer, I always 
recommend that owners start 
thinking about succession planning 
as soon as their business becomes 
successful—and review the plan at 
least every two years. Having the 
plan in place will prepare you in the 
event of a sudden selling opportunity 
or a major shift in your industry. 

Early preparation will allow you to 
capitalize on any situation that arises.

Abby Parsonnet: Succession 
planning is a complex endeavor 
that involves, among other things, 
time-consuming processes of 
business valuation, negotiation, 
funding arrangements and finding 
and designating successors or future 
owners to run the business after a 
business owner leaves. So, it is never 
too early to start the planning process.

While some business owners start 
to plan about five years before 
retirement, unexpected life events, 
which can happen at any moment, 
are also a key reason that business 
owners should start planning early 
and review the plan periodically to 
keep it current.

Crain’s: What are some signs 
that it may be the right time 
to sell a business or transition 
to new leadership?
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SUCCESSION PLANNING FOR A 
LONG-LASTING BUSINESS
A shocking number of U.S. businesses lack a 

detailed, written succession plan. When you 
look at family businesses and companies 

with annual revenues below $50 million, the absence 
in planning becomes especially pronounced. In its 
2019 US Family Business Survey, PwC Private Company 
Services found that only 18% of family businesses said 
they have an effective plan. 

This is particularly troubling considering that 
succession plans govern far more than scheduled 
exits. They can also serve companies as a powerful 
tool for navigating unforeseen transitions. The social 
and economic fallout from the coronavirus pandemic 
only underscores the need for businesses to account 
for force majeure events in planning for their future. 

Even when it comes to companies with exit plans 
in place, PwC’s data suggests that business owners 
should do more to prepare. Only about 30% of 
family businesses survive the transition to the second 
generation of leadership, according to the Family 
Business Institute.

To find out more about when and how business owners 
should start building succession plans, Crain’s Content 
Studio turned to two experts in the field:

• Abby Parsonnet, regional president for the New York 
metropolitan area at Webster Bank.
• Anthony Tomaro, CPA, partner and consulting 
services leader at Grassi Advisors and Accountants.
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What happens to your business next can be hard to plan when 
you’re dealing with everything happening now. But our team of 
Succession Planning experts will help you tackle it now, on whatever 
timeline works best for you. Get in touch to get ahead of the future.

Abby Parsonnet 
212-806-4543
aparsonnet@websterbank.com
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Succession Planning. 
At your pace.
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Parsonnet: Although it can be 
difficult to find the right time to sell a 
business, there are indeed signs that 
can indicate when that right time may 
be, including:

The market. Be ready to seize the 
opportunity when market forces are 
most favorable and liquidity allows for 
maximum valuation.

The ability to maximize tax benefits. 
Taxes tend to be a key driver in 
deciding exactly when to sell or 
transfer a business. So, choose a time 
when tax rates or changing tax laws 
make it most advantageous to do so.

Your health. If you are stressed, have 
suffered a prolonged illness or no 
longer enjoy running your business, it 
may be the right time to exit.

Your desires. If your plan involves 
passing the business down to your 
heirs and keeping the business in your 
family, you need to make the tough 
decision early as to whether they have 
what it takes to run the business. If a 
cold, hard look suggests that they just 
aren’t qualified to run the business, 
you need to decide whether your heirs 
will be employees or the business will 
be more of an investment, operated by 
professional management. Regardless, 
training your management team and 
potentially establishing a board to 
ensure your family’s investment is 
protected are key action items.  

Diversification. When business 
owners’ personal holdings are highly 
concentrated in their business, 
monetizing some or all of that equity 
to diversify investments could be a 
wise move.

Additional considerations: Equity can 
be a powerful retention and hiring tool 
for key employees. The need to develop 
management succession can, in part, be 
solved by creating liquidity in company 
stock. This goal can be accomplished 

through an employee stock ownership 
plan (ESOP) transaction.

Tomaro: This is a very personal 
question that a business owner 
needs to ponder, and it’s certainly 
not an easy one. Every owner will 
arrive at their answer for different 
reasons. When I sit with my clients 
for our quarterly advisory meeting, 
I always bring this concept up by 
asking some simple questions, 
such as: How is the business doing? 

What is your competition up to? 
Are you working harder without 
seeing any rewards? How is your 
management team performing based 
on the goals we have set? What’s 
going on in your industry? If your 
industry is consolidating, are you 
a consolidator or not? Have you 
grown as much as you can with your 
current infrastructure, or do you need 
help strategically or financially? The 
answers to these questions and many 
others will lead the business owner to 
a path of clarity and, ultimately, to the 
right answers.

Crain’s: What are the 
hallmarks of an effective 
succession plan?

Tomaro: The first ingredient in an 
effective succession plan is complete 
buy-in from upper management. The 
best succession plans are driven from 
the top: the CEO has to believe in it 
and create a culture that forces each 
executive to have a continual plan to 
reach their goals, measure their success 
and train the people beneath them.

An effective succession plan is also 
multileveled: while there is one main 
successor to lead the company, there 
should be a plan in place for multiple 
people to be trained and prepared to 
move up and accept a greater level of 
responsibility. A CFO, COO and VP of 
sales and marketing, for example, will all 
support the successor’s responsibilities. 
The succession plan should detail all of 
the potential candidates’ experience and 
a course of action to advance them into 
their new positions. 

Parsonnet: Succession planning is 
different for every business. However, 
an effective plan includes:
• An exit strategy that allows for a 
smooth transfer of leadership and is 
based on the owner’s clear objectives.
• Advice from an experienced 
team of advisers—i.e., lawyers, 
accountants, wealth managers, tax 

professionals, insurance experts—who 
work together to help design and 
implement the plan.
• Valuations that are based on realistic 
projections.
• A strong management team in place 
that can fulfill critical roles and form 
a strategy that can guide the business 
into the future.
• Ample time. Unfortunately, many 
business owners wait until the 
unexpected happens to start planning. 
And by then it is too late. 

Crain’s: The current economic 
climate has lowered the 
value of many businesses. 
What exit strategies are 
particularly effective in this 
environment?
 
Parsonnet: Estate planning is 
increasingly popular, with the 
inclusion of gifting ownership of the 
business from one generation to the 
next. This type of transition protects 
the value of the business by lowering 
your cost basis. 

Tomaro: In a crisis, affected 
companies need to become creative 
in reshaping their business models. 
Strategic changes can be made 
to minimize loss in value, and 
the investment in these changes 
should yield a significant return on 
investment if you have at least one 
to two years before your exit. The 
most dramatic results I’ve seen in this 
area are when companies go digital 
and make their processes far more 
efficient. I have seen a huge increase 
in requests for our organizational 
assessments, as businesses become 
increasingly more motivated to find 
cost savings wherever they can. 
Assessments of the efficiency of your 
operations, people and systems will 
yield opportunities to improve your 
bottom line.

If time is of the essence or you’re 
already in the middle of negotiating 
a sale and your valuation is not what 
you want it to be, you may be able to 
structure an aggressive earnout with 
the buyer to make up for some of the 
lost value as of the day of sale.

Crain’s: What are the pros 
and cons of transitioning 
ownership to employees 
through an ESOP?

Tomaro: An ESOP is a powerful 
employee retention tool that can 
make people feel connected to the 
long-term success of the business. 
In industries dealing with labor 
shortages, like construction and 
manufacturing, ownership can be an 
invaluable motivator for key team 
players. An ESOP also works well 
when an owner wants to transition 
ownership but remain active in the 
company. While an owner cannot 
participate in the ESOP, the retained 
culture and infrastructure could 
create an environment where he 
or she could seamlessly retain a 
leadership role.

Owners can also realize significant 
tax savings by deferring taxation on 
the gain of the sale under IRS Code 
Section 1042.  

The buyers also benefit from the 
very low risk of ESOPs. Employees 
do not use any of their personal 
funds to purchase the business, so 
they can never lose more than they 

put in. They are also not taxed on 
any company contributions made to 
the ESOP until they withdraw the 
value of their shares upon leaving the 
organization, and even then, they can 
roll the funds into another retirement 
plan to continue the tax-deferral 
benefits.

On the flip side, ESOPs are a more 
costly option, and owners should 
understand the expenses associated 
with this succession plan. Much 
of these added costs is due to the 
additional players involved in the 
transaction. Typically, there is an 
ESOP consultant, attorneys, a trustee, 
a valuation professional and a third-
party administrator.

Parsonnet: The positives include 
the following: ESOPs help owners 
retain operating control no matter 
how large a share is ESOP-owned. 
They allow owners to repay debt with 
tax-deductible or tax-free dollars, 
enabling the seller to maximize a 
cash-out through higher leverage. 
ESOPs enable the seller to sell shares 
to a ready buyer in stages over time. 
They can also serve as an employee-
retention/hiring tool in the form of 
nonpublic stock.

On the negative side, transaction costs 
can be burdensome. Parties should 
anticipate the fees associated with 
advisers needed to lead negotiations, 
and manage the process in a timely 
manner. Living up to the fiduciary 
responsibilities of being a trustee 
can be costly, and requires diligence, 
prudence and skill. Successors must 
be willing to protect the assets of 
the trust for beneficiaries, such as 
the stock representing a retirement 
benefit for employees. 

Crain’s: What qualities should 
business owners look for in a 
successor, and where should 
they look?

Parsonnet: Excellent technical 
and leadership skills may be obvious 
qualities to look for in a successor, 
but a candidate who is a good 
cultural fit is equally important. 
Business owners should also look 
for someone who is aligned with 
them strategically, as well as on the 
timeframe for the succession and 
expectations. Business owners should 
look for someone who will serve 
as a steward of the family’s assets 
moving forward. This is particularly 
important if a sale is not involved.

Tomaro: Your successor could 
be anyone from your children or 
employees to a strategic or financial 
buyer. But the right candidate should 
be able to meet a few important 
criteria. The first is upholding the 
culture you’ve created at your firm. 
Culture is a big part of what makes 
a company successful and you 
don’t want your “baby” that you’ve 

raised since birth to lose its essential 
qualities after you’re gone. 

The second consideration is based on 
how much involvement, if any, you 
want to have in the business after you 
transition it. Your choice of a buyer 
or successor will affect your level 
of involvement. Ask yourself: “Do 
I have unfinished goals that I want 
to achieve in this company, and can 
those goals be achieved under this 
successor?”

A successor may be right in front 
of your eyes—a child, other family 
member or someone from your 
senior management team. Or it could 
be where you least expect it, such 
as a competitor. Your competition 
certainly knows enough about the 
industry to keep your business 
successful, and you would be 
surprised how much they already 
know about you!

Another option you can consider, 
although it comes with a cost, is 
investment bankers. They’re very well 
connected, can strategically qualify 
a buyer and confirm they have the 
funds to close the deal.

Crain’s: What is the role of a 
company’s board of directors 
in succession planning?

Tomaro: While many small, 
midsize and family-owned 
businesses do not have a board of 
directors, it does not mean they 
shouldn’t—especially if they are 
contemplating a business sale in 
the next three to five years. In some 
businesses, the board of directors 
is made up of family members 
who are not involved in running 
the business but certainly have 
a vested interest. The role of the 
board of directors can be invaluable. 
They can use their own business 
experience to advise management 
in major decisions; they can share 
lessons learned from their successes 
and failures to guide the company 
through new experiences. And 
for a company that’s looking to 
sell, a good board will be well 
connected and can bring some key 
relationships or potential buyers 
to the table to make the process as 
smooth and trouble-free as possible. 
The board can also be instrumental 
in identifying the successor 
and other C-suite executives to 
successfully lead the business in its 
new chapter.

Parsonnet: The board of directors 
should serve as a sounding board 
for strategic decisions during 
succession planning. They should be 
active participants throughout the 
process and be involved in assessing 
ownership options, analyzing 
risks and holding current owners 
accountable for both managing the 
process and ensuring successors 

are positioned for success. Another 
important role is to provide oversight 
to safeguard the best interests of 
the owners, whether those owners 
are part of an ESOP or not actively 
involved in the business. The board 
should also ensure that the equity 
value of the business is maximized 
during the sale.

Crain’s: Who else, within the 
company, should be involved 
in decision-making?

Parsonnet: Succession planning 
requires the involvement of many 
team members across the business 
to design and implement a plan, 
including finance, legal, tax and 
human resources. 

Tomaro: If the company has a 
board of directors, they should be the 
first ones brought in on any major 
decision.  Your trusted advisers, such 
as your accountants, wealth manager 
and attorneys, should certainly 
be involved before a decision is 
even made to sell or transition the 
company. 

I’ve seen many business owners 
choose to keep their management in 
the dark when they are exploring a 
sale or transition of the company. This 
plan often backfires. Remember, the 
key members of your management 
team have been an integral part of 
your success and will be the main 
players to keep the business running 
smoothly after you’re gone. They 
should be brought into the process 
as early as possible for the valuable 
insights they can provide into the 
company.

Crain’s: With a third-party 
sale, how should owners 
determine a sale price?

Tomaro: To make sure you are 
getting the most value out of your 
business and setting your sale up 
for success, you should work with 
a certified valuation specialist 
who is experienced in business 
valuations. Such a professional will 
analyze the economic, industry and 
competitive environment in which 
your business operates and evaluate 
your company’s financial strengths 
and position in the marketplace. 
Along with issuing an opinion on 

the business’s value based on these 
findings, the valuation expert will 
provide a supporting report to 
present to potential buyers.

Parsonnet: The process of selling a 
business to a third party can benefit 
from the support of an investment 
banker with industry expertise. An 
investment banker will value the 
business using various methodologies 
including market comparables and 
discounted cash flow, which is based 
on the projection of the business’s 

future cash flows. Unique attributes, 
patents and trademarks, brands and 
licenses, competitive advantages and 
barriers to entry will all factor into  
the valuation.

Crain’s: What unique 
challenges do New York 
business owners face when 
exit planning?

Parsonnet: Tax efficiency, given 
the high tax jurisdiction, is a key 
challenge for New York business 
owners to navigate as they prepare to 
exit their business.

Tomaro: A major goal of 
succession planning is to structure 
the transaction and implement 
strategies to minimize the tax 
bill when it comes time for the 
owner to exit and realize gains. 
Businesses in New York City are 
at a disadvantage in this area 
because they are not only located 
in a high-tax state, but they also 
get taxed heavily on the city level. 
This situation requires even more 
creativity, planning and consulting 
with your business advisers to 
prepare to exit the business with as 
much money in your pocket  
as possible.

The opinions and views in this article 
are those of the author, and are not 
intended to provide specific advice or 
recommendations for any individual. 
Please consult professional advisors with 
regards to your individual situation. All 
loans are subject to credit approval.

“SUCCESSION PLANNING REQUIRES THE 
INVOLVEMENT OF MANY TEAM MEMBERS 
ACROSS THE BUSINESS TO DESIGN AND 
IMPLEMENT A PLAN, INCLUDING FINANCE, 
LEGAL, TAX AND HUMAN RESOURCES. “
-ABBY E. PARSONNET, REGIONAL PRESIDENT, 

  METRO NEW YORK

“THE FIRST INGREDIENT IN AN EFFECTIVE 
SUCCESSION PLAN IS COMPLETE BUY-IN 
FROM UPPER MANAGEMENT.”
- ANTHONY TOMARO, CPA, PARTNER, GRASSI ADVISORS  

  AND ACCOUNTANTS

SUCCESSION PLANNING FOR A LONG-LASTING BUSINESS
Abby Parsonnet is Regional President for Metro New 
York.  She joined Webster in August 2013 to lead 
the expansion of Webster’s middle market banking 
activity and community affairs into the New York 
metropolitan area. Her middle market team focuses 
on delivering commercial banking services to clients in the Metro New York area, which 
encompasses Westchester and Rockland Counties, Long Island, Northern New Jersey and 

the five boroughs of New York City.

Living up to the communities she serves, Abby is a board member of Big Brothers Big Sisters of NYC.  
Previously she was an officer and founding member of Delivering Good.  Abby is a member of the Fashion 
Service Network; she is a past recipient of the Partners in Kindness award from Sephardic Bikur Holim, Ort 
America’s Accounting, Banking and Attorney’s Community Achievement Award and was honored by Big 
Brothers Big Sisters of NYC Accountants and Bankers chapter.
 
Abby earned her bachelor’s degree from Brandeis University and her MBA from Boston University. She also 
earned a Certificate in Financial Planning from the New York University School of Continuing Education.

Anthony Tomaro has been providing accounting 
and management consulting services for over 
30 years. Most of his career has been in public 
accounting, consulting and guiding companies 
in different industries at different stages of their 
lifecycle—whether in start-up or expansion mode.

Anthony is Grassi’s Consulting Services Leader and directs the growth of the consulting practice by 
developing new services and is also intimately involved in helping clients assess their operations in 
order to increase efficiency and profitability. He has spent significant time assisting private equity firms 
with investments by providing financial due diligence, quality of earnings analysis and operational 
improvements insights prior to them making investments. During his career, Anthony has held different 
positions in the C Suite working with private equity groups to run and re-align some of their portfolio 
companies for a sale. Anthony also has extensive experience working with publicly traded companies 
and has consulted on Initial Public Offerings projects along with Specified Purpose Acquisition Companies 
(SPACs) and reverse mergers transactions.

Anthony earned his bachelor’s in business administration from Adelphi University. He is a member of the 
American Institute of Certified Public Accountants (AICPA) and the New York State Society of Certified 
Public Accountants (NYSSCPA).
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