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 Planning and form of transition well in advance
* Owner and company readiness for transition

* Maximizing value in transition

* Pre and post transaction tax strategies
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Learning objectives RSM

By the end of this presentation, participants will be able to:

1.

2.
3.
4

)]

|dentify key strategic issues when planning a transition
Explain what emotional issues can often stall the process
Discuss key considerations of valuing a company

Communicate key strategies to capture maximum value prior to a
transaction

Summarize key pre-transaction planning on structuring deals to minimize
tax impacts
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Transition requires careful planning RSM

« Cornell University estimates that there is $10 ftrillion dollars of wealth in the
process of changing hands

* Over 2/3 don’t know what their transition options are, with modest attention
paid to planning, if at all

* 40% have no plans for iliness, death or forced exit, yet 50% of exits are not
voluntary and 50% of business owners who have “partners” don’t have a
buy/sell in place

* Most businesses won'’t be sold and less than 25% of those who want to will

* 33% haven’t thought about management succession, and only 25% are
comfortable that their managerial team would be successful if the owner

wasn’t involved after the transition
@)
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) Panel question RSM

D What are the critical issues you have
S " encountered when transition planning
/) [ does not take place?
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EMOTIONAL
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Emotion often affects options and pace of transition RSM

* 1 out of 3 owners doesn't believe the next generation of leaders is ready or
perhaps capable

« Key employees are often kept beyond their utility which can impact business
valuation and management succession

« Family succession plans often have design flaws that create inequity to those
who work in the business versus those that are owners

« Many founders have difficulty letting go, and creating room for the next
generation to learn and grow

« Board and C-Suite governance is often inadequate in closely held companies
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) Panel question RSM

D What are some of the more challenging
S Y "elephants in the room" you have had to
/) [ deal with?
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j) What is the value of the company now, and what can you do about it? RSM
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* Less than half of owners have an inkling of what
their business is worth

» Business value drivers
» Leadership and management
* Finance
* Planning
* Infrastructure and technology
* People
* Operations and product development
« Sales and marketing

- High multiples today are driven less by excellence

of the target, more by a lack of quality supply of
targets or people (@A%)
"
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) Panel Question RSM

) What examples of impacts on the
% ultimate value of a business have you
J) seen dealing with your various clients?
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) Key issues surrounding a liquidity event
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Pre-liquidity
planning (months 36 to 0)

Business issues
= Valuation of equity/enterprise value

= Optimal deal structure

= Developing go-to-market strategy

= Minimizing tax impact

= Multiple entity tax structures

= Strategy for successful transition

= Risk assessment and management
= |ntellectual property

= Retained interest

Family issues
= Assessing post-transaction wealth and
cash flow needs

* Proactive estate planning

» Tax implications/impact

» Funding charitable inclinations

= Personal and family legacy

» Role of family members post-liquidity
= Selecting the right team of advisors

» Post-liquidity risk allocation/portfolio
objectives

LIQUIDITY
EVENT

RSM

Post-liquidity
building the future

Top issues
= Confronting uncertainty

= Realigning/restructuring advisor team

= Operationalizing values

= Post-event estate planning/management
= Life event changes

= Ongoing investment strategy

= Reevaluation of tax planning/strategy

= Deferred sale payments

= Risk management

= Equity-carry

= Business wind-down activities
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What ideas have you seen with proper tax
planning pre liquidity event?
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This document contains general information, may be based on authorities that are subject to change, and is not a substitute for professional advice or services. This document does not constitute audit, tax,
consulting, business, financial, investment, insurance, legal or other professional advice, and you should consult a qualified professional advisor before taking any action based on the information herein.
Information has been obtained from a variety of sources believed to be reliable though not independently verified. RSM US LLP, its affiliates and related entities are not responsible for any loss resulting from or
relating to reliance on this document by any person. Internal Revenue Service rules require us to inform you that this communication may be deemed a solicitation to provide tax services. This communication is
being sent to individuals who have subscribed to receive it or who we believe would have an interest in the topics discussed. Past performance does not indicate future performance. The sole purpose of this
document is to inform, and it is not intended to be an offer or solicitation to purchase or sell any security, or investment or service. Investments mentioned in this document may not be suitable for investors.
Before making any investment, each investor should carefully consider the risks associated with the investment and make a determination based on the investor’s own particular circumstances, that the
investment is consistent with the investor’s investment objectives.

RSM US LLP is a limited liability partnership and the U.S. member firm of RSM International, a global network of independent audit, tax and consulting firms. The member firms of RSM International collaborate to
provide services to global clients, but are separate and distinct legal entities that cannot obligate each other. Each member firm is responsible only for its own acts and omissions, and not those of any other party.
Visit rsmus.com/aboutus for more information regarding RSM US LLP and RSM International.

RSM, the RSM logo and the power of being understood are registered trademarks of RSM International Association.

© 2023 RSM US LLP. All Rights Reserved.
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