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Exit Planning for Founder-Led Businesses:
Building Choice, Not Leaving
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ounder-led businesses play a vital role in Hong Kong’s

economy. Many have been built over decades through

personal commitment, entrepreneurial judgment, and

close relationships with employees, customers, and
family members.

For a growing number of founders, however, questions of
succession, control, and exit are becoming unavoidable. Age,
family expectations, regulatory complexity, and market pressure

are forcing decisions that many owners have postponed for years.

This article makes a simple point: exit planning is not about
leaving a business. It is about building choice.

Why exit planning matters now

Many founder-owners hold a significant portion of their
personal wealth inside their operating businesses. This
creates strength during growth — but vulnerability during

transition.

When exit decisions are delayed:
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¢ personal financial security becomes dependent on one
asset,

¢ family discussions about succession are avoided,

¢ and decisions are often triggered by events rather than
planning.

When that happens, value is frequently lost — financially and
emotionally.

Exit planning done early changes that dynamic.

Value is more than profit

Strong profitability is important, but it is not enough on its own.

When outsiders — whether buyers, successors, banks, or

partners — assess a business, they look at:

* how dependent the business is on the founder,

¢ whether management depth is real,

¢ and whether decisions and relationships are institutional
or personal.
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Businesses that are easier to transfer are often better

businesses to run, even if no exit ultimately occurs.

Succession is not a single decision
Succession is one of the most difficult challenges

founder-owners face, particularly in family businesses.

A common mistake is treating succession as one decision. In
reality, there are at least three separate questions:

1. 'Who owns the business?

2. Who manages it day to day?

3. Who controls major strategic decisions?

These roles do not have to sit with the same person. Many
succession failures occur because these distinctions are never

clarified.

Importantly, family succession is not always the right answer.
Recognising this early can preserve both value and family

relationships.

Wealth protection and family dynamics matter
Exit planning is not only about selling a business. It is also

about protecting what the business has created.

When most personal wealth is tied to the company:
* business risk becomes personal risk,
¢ family conflict becomes financially destabilising,

¢ and retirement planning becomes uncertain.

At the same time, unresolved family dynamics — unspoken
expectations, differing risk preferences, and assumptions about
fairness — often shape exit outcomes more than legal or

financial structures.

Families that create structured ways to discuss business issues

tend to navigate transitions more successfully.

Exit is a range of paths

Exit does not mean selling everything tomorrow.

For many founders, exit happens gradually:
* stepping back from daily management,
¢ introducing professional leadership,
¢ selling a minority stake,

¢ or transferring ownership over time.

Seeing exit as a range of paths — rather than a single
irreversible event — reduces fear and improves

decision-making.

Implementation matters more than theory
Many founders understand these issues but struggle to act.

That is normal.

Effective exit planning rarely starts with complex structures. It
starts with small, practical steps:

¢ delegating real authority,

* improving financial clarity,

¢ documenting key processes,

* reducing dependence on personal relationships.
Progress matters more than perfection.

Exit planning has limits — but it increases choice
Exit planning cannot eliminate uncertainty or fix weak business

models. It cannot resolve all family conflict.
What it can do is increase choice.

Founders who prepare early retain control over timing and
outcomes. Those who delay often find decisions made for them

by circumstances.

A final thought
Exit planning is not about giving up control. It is about keeping
it.

Founders who start the conversation early — without pressure
to decide everything at once — are better placed to protect

value, relationships, and long-term security. g

Learn more

Members who wish to explore these issues in greater depth
may refer to the full discussion paper:

“Exit Planning for Founder-Led Businesses in Greater
China”

Available at:
https://www.hkiod.com/wp-content/uploads/2026/03/

Exit Planning GCR FullPaper Formatted-1.pdf

Dr. Ka Wah Philip Ng, PhD, FCPA, FCMA, FHKIoD,

CESGA, CEPA® (Certified Exit Planning Advisor)
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Protecting You and Your Company

With the highly regulated environment that companies operate in today, there is a growing need to protect directors, officers
and senior management from an ever widening range of exposures. Decisions at board level around such developing issues as
cyber threats, environmental pollution, pandemic response and corporate acquisitions bring with them a threat to the liability
of the director and to their personal assets. Over the past decade increased legislation and stricter regulatory oversight in key
global financial centres has seen an increase in litigation against companies and their Directors and Officers (D&O0's). A trend
towards courts and regulators holding individuals culpable for corporate acts plus increasingly active shareholders has led to

risks for D&O’s being multiplied.

DIRECTORS AND OFFICERS LIABILITY INSURANCE (D&0)

Directors and Officers Liability (D&O) Insurance are designed to protect company
management in the event of a claim by a third party (including regulatory
authorities) brought against them alleging a *’"Wrongful Act’’. Cover can also

be designed to offer protection for the company itself against shareholder suits,
employment practice liability, public offerings and other such claims. This helps
provide a certain level of comfort and confidence for them to efficiently manage
their business.

D&O0 insurance policy can further cover loss resulting from securities claim against
listing company. Cover applies to damages, judgments and importantly defense
costs, investigation and settlement costs.

ABOUT LOCKTON
AS THE WORLD'S LARGEST PRIVATELY OWNED, INDEPENDENT INSURANCE BROKER,
Lockton Companies serves more than 65,000 clients across six continents with employee

benefits, risk management, insurance consulting and retirement services.

Visit global.lockton.com for more information.

Lockton Companies (Hong Kong) Limited
16/F, Berkshire House, Taikoo Place, 25 Westlands Road, Quarry Bay, Hong Kong SAR

lockton.com | © 2026 Lockton Companies, All rights reserved.
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