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Succession planning:
The essentials
for manufacturers

Experts share their smart strategies for a smooth transition.

Things you should know: This information is general in nature and has been prepared without taking your objectives, needs and overall financial situation into account.

For this reason, you should consider the appropriateness of the information to your own circumstances and, if necessary, seek appropriate professional advice.




Succession Planning

Next-gen plans for a
new manufacturing era

From skills audits to smart advice, succession

planning essentially starts early.

The global pandemic has brought the need
for planning into sharp focus. One of the
most valuable plans for business owners?
The exit strategy.

At the best of times, a clear succession
plan can help drive growth, optimise
your tax structure and set the stage
for a comfortable retirement.

“One of the first questions
| ask new clients is:
‘What's your end game'?”

John Spender, Director,
Business Advisory, William Buck

But during COVID-19 the often-
unpredictable dynamism of the
economic environment has highlighted
the need for businesses to plan for
amyriad of possibilities.

Among them, transitioning out of a
business has become particularly salient,
due to the high numbers of manufacturing
entities projected to soon change hands.

While some businesses have certainly
struggled because of the impacts of the
pandemic, others have prospered, leaving
them with ample cash to invest for growth
or to secure their supply chains - and
there's already evidence of a strong surge
in M&A activity.

2 MANUFACTURING FACTSHEET

Couple this with the fact that a significant
demographic shift is taking place -

most Australian business owners are
currently aged between 45 and 59 years,
which means a substantial number of
manufacturing businesses will undergo

a change in leadership, ownership,
management, or all three, in the not-too-
distant future - and the need for smart
succession planning becomes a priority
that should be front and centre of every
business strategy.

John Spender, Director, Business Advisory,
at accounting and advisory firm William
Buck, says it's never too early to start
planning for succession. “One of the

first questions | ask new clients is,

‘What's your end game'?”

The sooner you start planning, the
more control you'll have of the process.
So, what are your options?

DIVERSE
OPPORTUNITIES

All businesses can

benefit from diversity of
experience in leadership
roles. Do you have the
right mix in place to
promote future success?
Manufacturing is still a
male-dominated industry
with women comprising
justunder 30 per cent of
the workforce, but with the
highest value-add roles
existing outside production,
this looks set to change.

“Think about all the steps
in the manufacturing
value chain - research
and development, design,
logistics, production,
distribution, sales and
service,” says Jens
Goennemann, Managing
Director, Advanced
Manufacturing Growth
Centre (AMGC).

“Are these jobs blokey?
Quite the opposite.
Manufacturing has
enormous opportunities
for all genders.

“As to the question of
succession, you do not
have a succession
problem if your industry
is made highly attractive
to everyone.”


https://lmip.gov.au/default.aspx?LMIP/GainInsights/IndustryInformation/Manufacturing
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FAMILY SUCCESSION:
KEY STEPS IN TRANSITION

What are the main considerations
to ensure a smooth transition?

When building a business, many
manufacturers are also building a legacy -
an asset to hand to the next generation.
However, a recent report from KPMG
shows that, while 67 per cent of all
Australian businesses are family
businesses, less than 15 per cent

have a documented transition plan

for their senior leader.

Who will take the reins?

Spender recommends undergoing a skills
audit to gauge the strengths in your current
business structure and identify gaps.

“What are the key skills required to lead

your business? And do those skills currently
exist in your family? Do you need to bring

in an outsider to a leadership role in the
business? Does the next generation

even want to work in the busines?

These are all important conversations

to have with family.”

What is your role?

Will transition be immediate or

gradual over an agreed timeframe? How
much influence will you maintain in the
business? “You need to set some clear
boundaries as to what the succession
plan means for control,” says Spender.

Training your successor

A formal training program may be required,
or a gradual transfer of responsibilities may
include working closely with your successor
to bring them up through the ranks.

Rebecca Hegarty, Principal/Director and
Head of Commercial Advice at Coleman
Greig Lawyers says some business owners
prefer their successor to work outside the
family business before taking the reins.

“| have a client who wouldn't allow his
daughter to work in the family business
until she'd gained experience working
elsewhere,” she says. “She ended up
joining the family business and bringing
some very valuable skills that she had
gained outside.”
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Transferring ownership

Transferring control of your business to
family members may involve changing
share structures or transferring assets
via the creation of trusts or other
entities. It's wise to seek advice from
your accountant, lawyer and bank.

“"We can assist someone wanting to
acquire a manufacturing business, or
gain an equity stake,” says Matthew Kelly,
Head of Manufacturing and Wholesale
NSW at St.George Bank.

“Given the knowledge we'd have of that
business, we can make a seamless
transition for the incoming owners or
partners - and that certainly includes
family members. We can fund them to
pay out mum and dad, whether that's
in stages with an earn out, or funding
apayoutinone go.”

“You do not have a
succession problem

if your industry is
made highly attractive
to everyone”

Jens Goennemann,
Managing Director, AMGC

Seeking guidance and support

Succession planning can be an
emotional experience for families.

“My recommendation for families is to
engage a third party to help steer the
conversation toward the best outcome
for everybody,” says Kelly.

“We've seen some wonderful examples of

that happening, and we're able to leverage

our experience of this and put clients in
contact with right people.”

RESOURCES

Family Business Australia
and Australian Small
Business and Family
Enterprise Ombudsman's
office have created An
Introductory Guide to
Family Business Succession

Planning that provides

a step-by-step guide to
passing the family business
on to the next generation.

See page 5 for more
help at hand.


https://assets.kpmg/content/dam/kpmg/au/pdf/2021/family-business-survey-2021-report.pdf
https://www.familybusiness.org.au/documents/item/2162
https://www.familybusiness.org.au/documents/item/2162
https://www.familybusiness.org.au/documents/item/2162
https://www.familybusiness.org.au/documents/item/2162
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TRADE SALES: POST-COVID Choose your moment SHIFTING EMPHASIS
OPPORTUNITIES EMERGING FOR EMPLOYEE
The best time to sell your business is BUYOUTS
For the optimal outcome, it takes time when it's performing at its peak, but it
to realise the value of your business. also pays to gauge the market. Selling your business
to an employee can
If the ultimate aim is a trade sale, focus on Recent signs suggest investors are create continuity for your
maximising profits and having the right tax exploring Australian acquisitions to business and reward the
structure in place - and seek advice from help accelerate growth post-pandemic. loyalty of your staff.
your lawyer, accountant or business broker. It can also helpin
Data from Refinitiv Deals Intelligence attracting and retaining
Plan ahead show Australia has recorded a year-to- talented employees.
date record in M&A activity, reaching
Preparation for selling a business US$173.8 billion by July this year. The This option may include an
ideally requires a lead time of at least United States account for 81 per cent employee share purchase
two years to ensure the paperwork is of inbound M&A activity in 2021 to date. plan or employee equity
in order. scheme, which provides
. . shares or other equity
This includes: It all starts with gOOd interests in your

business in relation
to their employment.

* Tax records conversations around

= Profit and loss statements

= List of customers and revenue what S.UCCeSSIOn plannlng “If the plan is to sell to an
generated looks like for you, existing employee, you
= Accounts receivable . may want to pay more
« Liabilities and then helplng you attention to investments
- List of equipment and Wlth any d|rect|on \évitlhin the busfineshs that
. d ) elp setitup for the
service recoras you WISh to take" future,” says Spender.

= [nventory

. Matthew Kelly, Head of Manufacturing
= Insurance policies

and Wholesale NSW, St.George Bank

“It takes time to get your financials to a

state that shows a buyer the real value Rebecca Hegarty, Colemain Grieg, says
of the business,” says Kelly. “When you're there are strong levels of sales activity
getting ready to sell, the focus should be across the manufacturing industry.

on maximising sale proceeds. Our aimis to
understand our clients’ plans so that we can  “We're seeing a lot of transactions in the
help them through that process. current COVID environment,” she says.
“In some instances, businesses are
“It all starts with good conversations around suffering and their only option is to sell.
what succession planning looks like for you, But some sales are happening for reasons
and then helping you with any direction you of consolidation. | have got a client who's
wish to take. If it's a trade sale, for example, looking to buy their supplier's business
or perhaps a sale to a private investor, we to help secure their supply chain.”
assist through our network in how to get
your facility and your financials structured
to maximise the sale of your business.”

Itis also a useful and timely exercise to
conduct general due diligence on your
business to see if it is 'sale ready’.

For example, review whether all those listed
encumbrances on the Personal Property
Securities Register are still current, or if
any need to be discharged.
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https://webcache.googleusercontent.com/search?q=cache:INrN3Q6nPc4J:https://thesource.refinitiv.com/TheSource/getfile/download/6c946fb7-fc08-4529-9f2a-908df7e67c53+&cd=2&hl=en&ct=clnk&gl=au
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WESTERN SYDNEY
MANUFACTURING

COMMUNICATE CONNECT COLLABORATE

A lab for support

Need expert advice while considering your options
for business succession? Help is at hand.

Objective guidance will help you succeed
in succession. The Western Sydney
Manufacturing LAB, a collaborative
initiative between St.George, Coleman
Greig Lawyers, William Buck and AMGC,
was developed as a forum for individuals
and businesses to network and access
services that could lead to strategic
partnerships. It's also an opportunity
for manufacturers to undergo a
business health check.

"We can discuss their plans and whether
they have the right structure in place to
support it," says Hegarty. “The reason we
have all partnered to set up the LAB is
because we're very invested in the future
of manufacturing in Western Sydney.”

Talk to your bank

Need to improve your cashflow? Speak
to your bank about accessing capital tied
up in machinery or equipment. If you need
to conduct repairs or upgrade equipment
to make your business more appealing

to buyers, loans such as St.George
equipment finance can provide flexible
repayment terms.

“We're always interested in speaking
to clients about their succession
plans, because they are generally
the ones with a solid strategy in place
and a strong focus on driving profits,”
says Kelly.

© READY FOR ACTION?

If you have any questions or would like to know more about the
information contained in this report, please contact the author:

Matthew Kelly

Wholesale NSW
0412 265 197

Manufacturing

Head of Manufacturing and

kellyma@stgeorge.com.au

& Wholesale

stgeorge.com.au/manufacturing

Things you should know: The taxation position described is a general statement and should only be used as a guide. It
does not constitute tax advice and is based on current tax laws and their interpretation. This information does not take
your personal objectives, circumstances or needs into account. Consider its appropriateness to these factors before
acting on it. Read the disclosure documents for your selected product or service, including the Terms and Conditions or
Product Disclosure Statement, before deciding. Unless otherwise specified, the products and services are available only
in Australia from Westpac Banking Corporation ABN 33 007 457 141 AFSL and Australian credit licence 233714

© Westpac Banking Corporation ABN 33 007 457 141 AFSL and Australian credit licence 233714.

The Westpac Group, 275 Kent Street, Sydney, NSW 2000, AUSTRALIA.
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https://www.stgeorge.com.au/corporate-business/industry-specialists/manufacturers
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