
CHAPTER 1 

A COMPASS TO YOUR TRUE NORTH 

 

“Go confidently in the direction of your dreams.  
Live the life you imagined.” 

—Henry David Thoreau 
 

 

Even with all the modern gadgets in a cockpit, every aircraft is still required to have a basic 

compass. It remains among the most timeless and reliable of all navigation instruments. It 

doesn’t depend on man-made power to operate. It finds the true north regardless of which 

direction the airplane is pointed. And it operates flawlessly as long as nothing blocks it 

from rotating freely.  

As I mentioned in the introduction, finding and following your own personal true north 

is an important part of everyone’s journey through life. I believe it is an essential element in 

the pursuit of happiness and fulfillment. In this context, true north is defined as the values, 

ethics, and causes most near and dear to your heart such as: faith, work ethics, loyalty, 

dedication to family, dedication to people important to you, integrity, compassion, charity, 

etc. Many books are dedicated to helping people find their own true north and most Big 

Hearted Business Ownerstm (BHBOs), wanting to help family-employees-charities-

community, are already far along in their journey toward this destination. So, while I will 

share some resources to help you identify your true north, this book focuses on the journey 

to get there with the help of your business. With a reliable compass, BHBOs can help 

achieve financial success for their companies, accelerate attainment of their personal and 

professional goals, and make the world a better place at the same time.  

How is this accomplished? With a reliable compass to navigate the more complex 

phases of your BHBO journey—let’s call these headwinds (obstacles) and tailwinds 

(opportunities). As you will see, your compass—a team of advisors with a clear 

understanding of your true north and the experienced advice you need—can guide you 

away from the headwinds and towards more favorable tailwinds. This will allow you to 

reach your true north more quickly and with more control over your full balance sheet.  

For example, what if you could direct your tax dollars to charities, employees or family 

members? While there certainly isn’t a tax document that allows this option, many 

techniques exist within existing tax laws that allow business owners to do exactly the same 

thing.  Considering most of your balance sheet is likely before taxes (the value of your 

business, the value of your 401k, the value of your real estate), the opportunity to take 



greater control over your full balance sheet is significant. . As you know, if you write a big 

tax check to the IRS, nobody is going to send you a thank you note. Put that same amount in 

a check to a charity and you can watch the immediate impact of your gift. You might even 

receive a thank you note from grateful employees, family or charities.  

There are many ways a well-advised BHBO can navigate toward favorable outcomes, 

but the following are a few strategies I use in my own practice and will explore within the 

pages of this book: 

 

Charitable Gift Before Business Sale. Properly structured, a charitable gift made 

before a business sale (letter of intent) can help you avoid capital gains taxes on the 

gifted assets. Otherwise, taxes must still be paid, even if gift is made immediately 

after the sale. For a $1,000,000 gift, the result of making the gift before the sale is at 

least $150,000 saved. Of course, you must know how much you can afford to give 

prior to the sale. You must also know the likely sale price. These pieces of 

information are both integral parts of the planning process.  

 

Cross-Tested Retirement Plan. Properly structured, these plans can redirect 

corporate tax money to your employees and increase the amount you and your 

family can defer into a retirement plan. It is not uncommon to save or redirect more 

than $100,000 in taxes per year using this and other retirement-plan strategies.  

 

Sale to an ESOP. While quite complicated, an ESOP can permanently defer capital 

gains taxes on a company’s sale, provide tax deductions for both the principal and 

the interest of a financed sale, and leave the remaining company completely tax 

exempt. Needless to say, these tax benefits—which are redirected to your family and 

employees—can count into the millions of dollars.  

 

Estate planning. The top rate of estate taxes is up to 40% of the total value of your 

net balance sheet. Indeed, this means a $100 million estate would need to pay up to 

$40 million to the government within 9 months. Imagine the devastation to 

unprepared businesses and families. This tax isn’t necessarily “optional”, but 

significant planning opportunities exist to dramatically reduce the tax burden with 

the amount saved going to charities and/or family.   

 

While opportunities abound for the savvy, well-advised BHBO, dangers lurk for the ill-

informed. Just like pilots must navigate through or around strong winds, lightning, and bad 

weather, so must BHBO steer clear of visible and invisible threats to their business. This 

requires reliable instruments and a good compass because what you do not see can indeed 

hurt you. In my many years in the financial industry, I’ve seen many surprises cause trouble 

for small business owners. Here are just a few: 

 

 A judgment against you or your business can result in decimation of either. 

 Retirement plans improperly administered can leave owners personally liable for 

losses. 



 Certain succession plans (employee buyouts improperly structured) can result in 

taxes over 70%.  

 Improper gifting to family members can also result in taxes over 70% (when estate 

taxes added to income or capital gains taxes). 

 Minor children without a named guardian or trustee can become wards of the state 

with inherited assets frozen—horrifying for all involved even if temporary.  

 Businesses or other illiquid assets (like real estate) can be forced to liquidate at 

huge loss of goodwill absent a succession plan to pay estate taxes, due in 9 months 

and representing up to 40% business value. Combined with the tax, this loss in value 

can exceed 50% of pre-death value. 

 A business owner, unable to loosen grip of control, finds themselves inescapably 

tied to their business as their succession/liquidation/selling options wither and 

business value disappears.  

 

Sorry if this sounds ‘alarmist,’ but many BHBOs have suffered losses in the face of such 

threats—and all could have been avoided with a good compass. Yet, according to a 2017 

Nationwide Insurance poll of more than a thousand small business owners, 3 out of 5 have 

no succession plan for their business—nothing. That’s 60%! The reasons for this oversight 

by so many are complex: 

 

• 47% of business owners think succession planning isn’t necessary. 

• 33% of business owners don’t know when to create a succession plan. Breaking this 

down further, 11% aren’t sure whom to work with in crafting a plan and 11% simply 

don't feel they have the time to make a plan. 

• 14% of business owners don’t want to relinquish their life’s work, so they ignore the 

fact that they need to plan for the future. 

• 8% of business owners are overwhelmed by government regulations. 
*** Statistics from 2017 Nationwide Insurance Poll*** 

 

Is estate planning any better? Sadly, no: according to caring.com and research firm 

YouGov in 2020 report, less than one-third of Americans have a will—including less than 

50% of people over the age of 55. As Baby Boomers have just started reaching 65, Cerulli 

and Associates estimate the $68 Trillion in assets will transfer in the next 25 years—the 

largest by far in history. I will cover some of the traps in next chapter that seem to obstruct 

owners’ planning, but needless to say, the problem is widespread with trillions of dollars at 

risk. 
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