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LEARNING OBJECTIVES

Understand how to develop an ownership transition framework that 
is attractive, affordable and sustainable

Understand the major challenges that design professional firms face 
when crafting a transition framework

Learn how an ownership transition framework can balance the 
professional, financial and legal concerns of buyers and sellers

Understand the pitfalls to avoid when transitioning ownership

Attendees will earn 1 AIA LU for attending this presentation live.
AIA CA will submit you for AIA credit within 10 days of the presentation.
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Agenda

◼ Overview / Types of Transactions

◼ Why Consider Ownership?

◼ Commonly Held Myths

◼ Criteria for Success

◼ Potential Concerns to Prospective Owners

◼ Valuations

◼ Affordability Levers

◼ Where to Start

◼ Legal Documentation

◼ Questions & Discussion

MS
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Types of Transitions

◼ Planned Transitions

− Ownership expansion

− Gradual redemptions

− Retirement

◼ Unplanned Transitions

− Death

− Disability

− Life changes

− Terminations

Retirement? I’m going to die at my desk.

JS
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Challenges with Internal Transitions

◼ Number of owners approaching retirement

◼ Some owners not ready to relinquish control

◼ Willingness to share information

◼ Solicitation by competitors and recruiters

◼ Prospective owners value work|life balance

◼ Fear of the unknown

◼ Limited financial resources to invest in a firm

◼ Requires healthy comfort level with risk

JS
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Why Transition Planning is Important

◼ Perpetuates a firm’s culture

◼ Attracts, recognizes and retains key people

◼ Supports marketing and growth opportunities

◼ Enables leaders to redefine roles

◼ Brings additional perspectives to the table

◼ Facilitates orderly succession planning

◼ Enables owners to realize value

◼ Professional liability; insurance

◼ Life (and death) happens

MS/JS

Firms are living organisms
that continue to evolve.
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Why Consider Ownership?

◼ Opportunity to shape the firm's future

◼ Professional growth and recognition

◼ Entrepreneurial path

◼ More effective marketing platform

◼ Greater involvement in decision-making

◼ Access to key financial and operational information

◼ Potential for increased income

◼ Long-term investment opportunity

Let me get this straight. You want me to 
invest in a design firm?

MS
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Ownership Transition Myths

◼ Outside acquisitions yield higher returns

◼ Valuations are only needed when an event happens

◼ “Fair Market Value” is an objective measure

◼ Staff will remain forever loyal

◼ We have plenty of time

MS/JS
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The Basic Ingredients

✓ Consistent profitability

✓ Qualified and interested leaders

✓ Time

Just 3 ingredients?

MS
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Among the Criteria for Ownership

◼ Shared values and belief in the firm’s vision

◼ Trust, integrity, discretion and sound judgment

◼ Ability to think strategically about the future

◼ A mindset that what is best for the firm takes precedence
over what is best for any single individual

◼ Strong interpersonal skills and commitment to engage in
constructive communication

◼ Tolerance for and willingness to assume appropriate risks

MS

Will 5 out of 7 work?



STROGOFF CONSULTING
                                          to the design professions+

Creating an Attractive, Affordable and Sustainable Ownership Transition Plan10 MS



STROGOFF CONSULTING
                                          to the design professions+

Creating an Attractive, Affordable and Sustainable Ownership Transition Plan11

Criteria for Success

◼ Willing buyers and willing sellers

◼ Demonstrate that ownership yields an upside
and benefits beyond that enjoyed by employees

◼ Sharing in the profits

◼ Identify ownership criteria and expectations

◼ Relinquish control

◼ Must be attractive and affordable 

◼ Develop a roadmap

JS/MS
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Ownership Roadmap
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Potential Concerns of Prospective Owners

◼ Liability arising from status as shareholder or officer and director

◼ New liabilities, such as:

− Assuming responsible control

− Signing and stamping

− Personal guarantees

◼ Governance / minority lack of control

JS
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Valuations

◼ Must be affordable

◼ Consists of tangible and intangible value

◼ Reflects likelihood of future profitability

◼ Clearly prescribed

◼ Represents a default value

◼ Risk Factors:

− Reliance on Key Personnel Discount

− Key Client Discount

− Lack of Marketability Discount

− Minority Control Discounts

− Other Risk Factors
But I invested the best years of my life!

MS
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Affordability Levers

◼ Net worth retained or allocated to current owners

◼ Offer in increments

◼ Valuation amount

◼ Downpayment

◼ Discount or subsidy on initial purchase

◼ Salary increases

◼ Financing and payment terms

◼ Relief valves

Can I pay for that with bitcoin?

MS



STROGOFF CONSULTING
                                          to the design professions+

Creating an Attractive, Affordable and Sustainable Ownership Transition Plan16 MS



STROGOFF CONSULTING
                                          to the design professions+

Creating an Attractive, Affordable and Sustainable Ownership Transition Plan17

Where to Start

◼ Pathways to ownership

− Leadership ladders

− Training and mentoring

− Increasing levels of responsibility

◼ Roadmap

◼ Valuation

◼ Initial discussions with prospective owners

◼ Advisory team

◼ Term Sheet

JS/MS
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Legal Documentation

◼ Stock (or Unit) Purchase Agreement

◼ Redemption Agreement (if applicable)

◼ Promissory Note and Pledge Agreement, as needed

◼ Buy-Sell Agreement (sometimes part of Shareholder
or Operating Agreement)

◼ Updates to Articles of Incorporation and Bylaws, as needed

JS
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