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"A ship in harbor is

safe, but  that is

not what ships are

built for." 

John A. Shedd



Many times, a business owner will assess a
specific risk, determine whether or not to
take action, and move on. It’s sort of like
buying insurance. If you don’t live in a
floodplain, why would you buy flood
insurance?In my own experience as a
business owner, when a risk is identified, I
weigh the cost of the solution against the cost
of the potential catastrophe and sometimes
choose to accept the risk. Over time, the risk
factors may change, and therefore I would
need to reassess and potentially reverse the
prior decision. 
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Intellectually we all know that there are risks
in life. Business owners, almost by
definition, are risk-takers. Just as a ship must
leave its harbor an entrepreneur must go out
and take risks. That’s what they are built for.



 The worst possible
scenario would be to
fail to assess the risk
again once the risk
factors change, and then
be hit with the
catastrophe completely
unprepared. As a
business owner, the
risks you face fall into
two general categories -
business and personal.
Many of the risks have
cross-over properties -
meaning that a business
risk may have personal
implications or vice
versa. For example, if
your business is "owner
dependent" and your
family is financially
dependent on your
income, both the
business and the family
would be impacted
(probably significantly)
in the event of a long
term illness, accident or
even death. So, let’s
examine some of these
risks (by category in
alphabetical order) and
start thinking about
how to mitigate them.



Accidents by very definition are, well,
accidents. When an accident happens
in your business, do you have a plan
to ensure that the business can
continue to operate and that your
people are safe? Are you doing
everything you can to prevent
accidents in your work environment?
And are you adequately insured
against accidents?

ACCIDENTS

BUSINESS RISKS

COMPL IANCE

If you’re in a heavily regulated
industry, this is a no-brainer. But if
you’re not, are you confident that all
of your systems, policies, and
procedures across all departments
are compliant with all regulations
and agreements? For example, if you
take credit card payments, are you
confident that your business is PCI-
compliant? Are your hiring and
firing policies compliant with state
and federal regulations? Are you
compliant with all of your bank
covenants? Are you OSHA
compliant? If you are not sure,
maybe it’s time to audit your
compliance, because a  misstep could
dramatically affect your business.



Do you have a heavy customer concentration risk?
What would happen if you lost your biggest customer?
Are you actively working to diversify your customer
base?

CUSTOMERS

Ransomware is all the rage today. Not a day goes by
that you don’t read about some company whose data
was compromised and now they’re being held
ransom to get their data back.  What would happen
to your business if that happened to you? Are you
confident that you have the proper safeguards in
place to secure your vital company information?

MORE BUSINESS RISKS

DATA | INFORMATION

DEBT

Do you have enough financing in place to achieve
your business goals? As a wise person once said,
bankers only lend to businesses that can prove
beyond the shadow of a doubt that they don’t need it.
When times are good, be sure to secure the largest
line of credit you can get. You never know when
you’re going to need it. Do you already have bank or
other debt? What happens if you break your bank
covenants or if your lender suddenly calls the note
because of something completely out of your
control?

DISAGREEMENT
There are many types of disagreements that may
impact your business. Do you have contingency plans
in case you have a disagreement with one of your
major customers or suppliers? Have you thought
through what you might do if you have a
disagreement with a shareholder or a partner in your
business? Disagreements can be very disruptive to any
business operation.
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DISTRESS

Like disagreements,
distress can appear in
many different forms and
can have a major impact
on your business. So, what
are the types of distress
that could impact your
business? One of the more
likely overlooked distress
situations is in the form of
success! Receiving a large
order that is beyond your
current capacity can
actually cripple a business.
What happens when you
can't deliver the order on
time or don't have the
right people in place to be
able to effectively manage
the order?

ECONOMY

Most businesses are not immune to changes in
economic conditions, both domestic and abroad. Of
course, domestic economic swings may cause a
downward turn in sales and revenue. Any business
dependent on imports or exports may be impacted by
economic changes in other countries where the
business has a concentration of customers or
suppliers. What are your “rainy day” plans for
domestic economic downturns, which will invariably
happen at some point? In good economic times, do
you have the ability to capitalize on the additional
revenue generated by good economic cycles?

MORE BUSINESS RISKS



If your business is
environmentally regulated,
this is a no brainer.
However, do you have
disaster recovery plans in
place in case some natural
disaster happens in the
environment where you
operate? Do you have
backup plans for your data
systems? What would
happen if your building
were struck by a tornado
(as mine was in 2009)?
What would happen if you
could not operate out of
your facility for a period
of time? Have you
considered business
interruption insurance? Do
you have a solid (and
tested) disaster recovery
plan in place?

ENVIRONMENT

INTELLECTUAL  PROPERTY

If your company owns intellectual property (IP), it is
so important to protect it by all necessary means.
What happens if your intellectual property is
compromised? What happens if an employee leaves
and takes your intellectual property with them? What
happens if your competitor gains access to your
intellectual property? IP not only includes the
products that you make but also the R&D work and
may also include your proprietary processes.

MORE BUSINESS RISKS



Have you taken action to protect your business against
interruption? And, of course, natural disasters can
cause major business interruptions, but what about
other types of interruptions like loss of your phone
system or loss of your internet capabilities for an
extended period of time? Do you have plans in place
to be able to continue to operate, reach your
customers and more importantly, have them reach
you during extended periods of interruption?

INTERRUPT ION

KEY  PEOPLE

What would you do if one of your key people left or
worse, went to work for one of your competitors? Do
you have incentives in place to retain your key people
and contingency plans in case you lost one of them to
separation, disability or even death? If you're like
most businesses, the business is dependent on your
key people and you may need to take action to protect
the business.

MORE BUSINESS RISKS



LEGAL  

It goes without saying that legal issues could always be
a problem for any business. Do you have plans in
place in case a legal issue (such as a customer or
vendor lawsuit) pops up? More importantly, do you
have the right legal team in place either via a retainer
or long term relationship in case you need them?

MORE BUSINESS RISKS

OWNER  DEPENDENCE

The number one reason why businesses don't sell is
owner dependency. Have you put plans in place to
cross-train and transition all of your activities so that
the business can go on if something happened to you?
The outcome that you desire would be that you can
leave the business, but the business is completely
dependent on you, then how can a prospective buyer
put any value on that business? Perhaps you should
take action to, as we tell our clients, work yourself out
of a job!



Are all of your systems and processes well
documented? More importantly, are those
documented processes being followed by everyone?
Most businesses invent processes as they go along
and ultimately don't organize those processes with
proper documentation. If your processes are not
documented, how can you be sure that they are
easily duplicatable? And more importantly, how do
you train new people that come on board? Well-
documented processes are one of the most important
risks that can be easily eliminated in any business.
And in fact, well-documented processes may lead to
a higher valuation upon exit!

Security threats show up in different ways - Security
of your building and your products and your
services; security against hackers that could access
your data; security of your people as they perform
their given job responsibilities; security of the
business in case something happens to you. Once
you have plans in place, you’ll feel more secure
about your security!

SECUR ITY

SYSTEMS  &  PROCESSES

MORE BUSINESS RISKS

TECHNOLOGY  &  MACHINERY

If your business is completely dependent on
machinery that you use in manufacturing or in a
process to deliver your products or services, do you
have contingency plans in place in case something
happens to that machinery? What about your
technology? Is your technology being protected? And
what if your technology fell into the hands of one of
your competitors?



We’ve already talked about business
accidents - but what happens if you
or one of your family members has a
serious accident? Are you covered in
case you are away from the business
for an extended period of time?

ACCIDENTS

PERSONAL RISKS

DEATH

If you’re like most people, you don’t
sit around contemplating death.
However, without sounding morbid,
you should take a few minutes to
think about your own mortality. Do
you have plans in place to ensure
that the business can continue to
operate in the event of your death?
Are you confident that the people
who work for you and your family
are well aware of your wishes to
carry on the business? Is your family
prepared to continue to operate the
business? Are your managers
prepared to continue to operate the
business? Do you have proper
insurance in place to ensure that
your family can survive without
income from the business?



If you’re like most business
owners, you live your life
based on the income that
your business provides. Your
own personal debt
obligations are based on that
income. If something
happens to the business, do
you have the ability to meet
your obligations? It might
seem unusual, but your
personal debt can have a
major impact on your
business life. And, don’t
forget, most small business
debt is tied to your personal
credit through a guarantee,
placing your personal assets
at risk if something happens
to the business.

DEBT

MORE PERSONAL RISKS

DISAB IL ITY

Odds are that at some point,
you will have to deal with a
short or long term disability
issue, either personally or in
your family. The good news is
that disability is one of the
easiest risks to mitigate,
typically through insurance.
Make sure you have both your
personal and business
obligations covered with a good
policy, especially if the business
is dependent on you or if your
family is dependent on your
income.



If you’re like most business owners, nearly 100% of
your net worth is tied up in your business - an asset
that would be difficult to liquidate. Have you given
thought to properly diversifying your personal net
worth to ensure that you are not completely
dependent on one source of income should
something happen?

DIVERS IF ICAT ION

DIVORCE

We get it. Divorce is ugly no matter how you look at
it. It can get even more complicated when a business
is involved. You should take steps to protect your
business in the unfortunate event of a divorce, either
personally or if it involves one of your business
partners or another shareholder.

Fear and doubt can be paralyzing risks. Everyone has
fears and doubts and sometimes they may prevent
you from operating your business or cause you to
make irrational decisions. Make sure you can
properly your own doubts and fears to protect your
business.

DOUBT  &  FEAR

MORE PERSONAL RISKS



Of course, the economy may impact your business,
which then could impact your personal life, your
personal income, and therefore your personal
lifestyle. Do you have plans in place to ensure that
when the economy changes you can weather that
storm?

ECONOMY   

HEALTH

You may be in the best health of your life - or you
may be a couch potato. Are you taking all of the
proper steps to make sure you stay healthy so you can
protect your family and business?

LONG  TERM  CARE

We’re living longer than ever thanks to modern
medicine. Therefore, the odds are pretty strong that
long term care may be somewhere in your future. So
long as you’re currently healthy, this is one of those
easy risks to mitigate, most commonly through
insurance.

MORE PERSONAL RISKS



LOSS  OF  EARNING

POWER

The closer you get to exiting your business, the more
you need to pay attention to risks in terms of your
personal and family wealth as it relates to taxes. If
warranted, make sure that you have a proper estate
plan set up. A great tax or estate attorney will pay for
themselves with good advice.

TAXES

MORE PERSONAL RISKS

Loss of earning power is a
primary risk that most
business owners need to
deal with. Loss of earning
power can occur because of
many of the risks that
we've already talked about,
but if there is a loss of
earning power, have you
properly put in place
contingencies so that your
family can continue to
survive?

TRAGEDIES

Tragedies and accidents fall into the same category.
Tragedies can occur in a number of different ways,
including loss of key people, loss of key customers,
loss of a family member, loss of key people in the
organization, and of course, loss of the business
owner. Make sure you’re protected in case of a
tragedy.



NOW THAT YOU
UNDERSTAND MORE

ABOUT THE RISKS, YOU
CAN METHODICALLY

WORK THROUGH AND
DE-RISK YOUR BUSINESS

AND PERSONAL LIFE.
YOU’LL SLEEP BETTER

KNOWING YOU’RE DOING
SOMETHING ABOUT

THEM!
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R E A C H  O U T  T O  U S  T O D A Y !  

Our proven strategy helps business owners

maximize business value, design an exit strategy,

and transition their business on their terms

T O M @ M A S T E R Y P A R T N E R S . C O M

 

Are you stuck?
W e  t a k e  t h e  m y s t e r y  o u t  o f  E X I T  s t r a t e g i e s  

w i t h  o u r  4 - S t e p  P r o c e s s .  
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Roadmap for
Value

Acceleration

Transaction
Readiness

Assessment

Transition
on Your
Terms

Strategy
Execution


