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If youôre not scared now, 

youôre going to beé.. 
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Story Time  

ÅPlane crash 

ÅCar accident 

ÅOld age (Job vs Businessé.) 

ÅAfraid to give up control 

© 2014 Rehmann 



Corporate Statistics  

ÅFrom a Booz & Co. Study from 2002 through 2013: 

ïCompanies with ñinsidersò as CEOs returned 52.3% 

to shareholders between capital gains and dividends 

ïCompanies with ñoutsidersò as CEOs returned just 

7.4%. 

ïWhy?  



Corporate Statistics  

ÅThe amount of value lost or destroyed each year 

due to improper succession planning is staggering.  

Estimates place this amount well into the billions 

each year.  

ïWhat are the primary drivers of lost value? 
ÅUnqualified / unknown successors / power struggles 

ÅLost customer relationships 

ÅAccess to capital 

ÅñJimôs Kidò  

ÅEstate tax liability 

ïWhy does it matter? 
ÅLegacy 

ÅContinuity 

ÅEmotional 



What can you do to avoid value 
destruction?  
ÅStart the process early 

ÅDecide how long you want to be active in the business 

ÅEvaluate ability (skillset) and interest of successors 

ÅDecide how you want to transfer ownership 

ÅPlan on a transition period 

ÅExpect that it will take time to do it right 

ÅDevelop a plan with your advisors 
 

ñI know Iôve done my job if my clients remember 

your number and forget mineò 



Value drivers in general  
Hundreds of value drivers, but in our opinion, the top 3 are: 

ÅProfitability 

ÅConsistency 

ÅSustainability 

 

It can be difficult, but all three can be within your control. 



Value drivers  -  Profitability  

Red line Average 
Earnings: $225,000 

Blue line Average 
Earnings: $310,000 



Value drivers  -  Consistency  

Red line Average 
Earnings: $310,000 

Blue line Average 
Earnings: $310,000 



Value driver -  Sustainability  

Average Earnings: 
$310,000 

Average Earnings: 
$310,000 



Industry Transaction Statistics  
# of Median Price to Annual Sales Price to Annual Earnings

Industry Transactions Sales Price Max Median Low Max Median Low

Single Family Home Construction 5 95,000                0.5           0.3           0.1           2.7           1.4           0.4           

Industrial Building Construction 2 68,876,000        0.7           0.6           0.6           8.3           6.9           5.4           

Water and Sewer Contractors 6 140,000              0.8           0.2           0.1           12.3         4.0           2.4           

Highway, Street and Bridge Construction 5 1,800,000          0.7           0.4           0.1           6.1           2.4           1.8           

Heavy and Civil Engineering Construction 4 7,000,000          0.6           0.4           0.3           5.9           3.6           2.3           

Foundation and Structural Construction 6 275,000              1.1           0.6           0.2           6.0           3.9           1.5           

Structual Steel and Precast Concrete 1 3,500,000          0.2           0.2           0.2           2.4           2.4           2.4           

Glass and Glazing Contractors 2 1,500,000          0.7           0.6           0.5           6.0           6.0           6.0           

Roofing Contractors 9 499,000              1.0           0.5           0.3           7.5           2.6           1.1           

Siding Contractors 12 625,000              1.2           0.4           0.1           6.4           2.8           1.7           

Electrical and Wiring Contractors 2 112,500              0.2           0.2           0.2           5.0           3.5           2.1           

Plumbing and HVAC Contractors 23 562,500              1.1           0.4           0.2           16.1         4.8           0.6           

Other Building Equipment Contractors 65 409,750              1.3           0.4           0.1           16.6         4.7           0.6           

Drywall and Insulation Contractors 6 199,900              0.9           0.7           0.4           8.1           2.8           2.1           

Painting and Wallcovering Contractors 8 395,000              0.8           0.4           0.2           6.3           3.0           1.9           

Flooring Contractors 5 150,000              0.8           0.3           0.1           12.4         1.5           0.7           

Finish Carpentry Contractors 13 440,000              1.3           0.4           0.2           11.4         3.6           1.9           

Site Preparation Contractors 7 620,000              1.5           0.5           0.2           6.4           4.6           2.6           

Specialty Trade Contractors 29 350,000              0.8           0.4           0.1           15.4         4.0           0.6           

Overall 210 440,000              1.5           0.4           0.1           16.6         3.6           0.4           

CAUTION! 



Questions for You to Consider  
Å What stage are you and your family at with your own succession planning? 
ïEarly (>10 years until retirement) 

ïMiddle (5 ï 10 years until retirement) 

ï Late (<5 years until retirement) 

 

Å What is your businessô biggest exposure? 
ïDifferent for everyone 

ïWhat if something happened to you tomorrow? 

ïWho possesses your institutional knowledge? 

ïPotential estate tax liabilities? 

 

Å Do you have the advisors you need to guide you into the future? 
ïAccountant 

ïAttorney 

ïFinancial planner 

ïOther 
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Certificates of Insurance: 

Are They Worthless? 
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The materials and information have been 
prepared for informational purposes only.  
This is not legal advice, nor intended to create or 
constitute a lawyer-client relationship.  
Before acting on the basis of any information or 
material, readers who have specific questions or 
problems should consult their lawyer. 

17 



ÁWhat is it? 

ÁPaper description of insurance 

ÁPurpose? 

ÁShow that insurance is in place 

ÁShow that contract requirements are met 

ÁIntended to be relied upon 

Certificate of Insurance 
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ÁBut . . . Can you rely on a certificate of insurance? 

ÁRead the disclaimer:  This certificate is issued as a 
matter of information only and confers no rights upon 
the certificate holder. 

ÁȰ)Î ÅÆÆÅÃÔȟ ÔÈÅ ÃÅÒÔÉÆÉÃÁÔÅ ÉÓ Á ×ÏÒÔÈÌÅÓÓ ÄÏÃÕÍÅÎÔȢȱ  
(New Hampshire Supreme Court, 1992) 

19 

Certificate of Insurance 



ÁCan you even count on getting notice of cancellation? 

ÁShould any of the above described policies be cancelled 
before the expiration date thereof, notice will be 
delivered in accordance with the policy provisions. 

20 

Certificate of Insurance 



ÁMichigan Senate Bill 715 would add chapter 22A to the 
Insurance Code 

ÁWould bar a person from: 

ÁDelivering a misleading certificate of insurance 

ÁDelivering a certificate of insurance that appears to alter 
policy terms 

21 

Pending Bill  



Á#ÅÒÔÉÆÉÃÁÔÅ ÏÆ ÉÎÓÕÒÁÎÃÅ ×ÏÕÌÄ ÎÏÔ ÃÒÅÁÔÅ ÁÎ ÉÎÓÕÒÅÒȭÓ 
duty to notify you of policy cancellation or 
nonrenewal 
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Pending Bill  



ÁSuit against agent for careless failure to order proper 
insurance? 

ÁȰ3ÐÅÃÉÁÌ ÒÅÌÁÔÉÏÎÓÈÉÐȱ ÅØÉÓÔÅÄ ÂÅÔ×ÅÅÎ ÉÎÓÕÒÁÎÃÅ 
broker and insured under Michigan law (US 6th 
Circuit, August 23, 2013) 

ÁNegligence claim against agent survives even if you 
failed to read policy (Michigan Court of Appeals 
unpublished opinion, March 20, 2014) 
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What To Do? 



ÁSkip the certificate 

ÁDemand copy of policy and endorsements 

ÁGet communication directly from insurer (not just 
agent) 
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What To Do? 



Questions? 
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Calder Plaza Building 

250 Monroe Ave. NW 

Suite 800 

Grand Rapids, MI 49503-2250 

www.millerjohnson.com 

Radisson Plaza Building 

100 West Michigan Avenue 

Suite 200 

Kalamazoo, MI 49007-3960 

www.millerjohnson.com 
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Construction Liens  
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Each contractor, subcontractor, supplier, or laborer 
who provides an improvement to real property shall 
have a construction lien upon the interest of the owner 
or lessee who contracted for the improvement to the 
real property, provided that the claimant complies with 
the procedures in the lien law for preserving its lien.  
MCLA 570.1107. 
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ÁParties not having direct contact with the owner, i.e., 
subcontractors and suppliers, must serve a Notice of 
Furnishing on the owner and general contractor 
within 20 days after the first work is done or first 
material supplied 

ÁIf you serve the notice late you can only claim a lien 
for materials supplied or work performed after 
service of the notice 

29 

Notice of Furnishing  



ÁA contractor is required to provide a sworn 
statement to an owner when: 

ÁPayment is due to the contractor; and/or 

ÁThe owner demands such a statement 

ÁOnce a Notice of Furnishing has been served on an 
owner, the owner cannot rely on a sworn statement 
in making payments but must instead obtain a waiver 
of lien in exchange for payment 
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Sworn Statement 



ÁWithin 90 days after the last furnishing of labor and 
materials, the contractor, subcontractor, supplier and 
laborer must record a Claim of Lien with the register 
of deeds in the county where the real property is 
located 

ÁFailure to file the Claim of Lien within 90 days 
invalidates any lien claim 
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Claim of Lien  
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Questions? 



Calder Plaza Building 

250 Monroe Ave. NW 

Suite 800 

Grand Rapids, MI 49503-2250 

www.millerjohnson.com 

Radisson Plaza Building 

100 West Michigan Avenue 

Suite 200 

Kalamazoo, MI 49007-3960 

www.millerjohnson.com 

33 

Atty Photo 

T. J. Ackert 

616.831.1730 

ackertt@millerjohnson.com 



 

 

Lighthouse Group 

www.lighthousegroup.net 

 


