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Executive Summary

For many successful entrepreneurs, their business represents 70-90% of their total net
worth.

Yet despite spending decades building their company, many owners invest very little time
preparing for the single largest financial event of their lives—the sale or transition of their
business.

The difference between proactive planning and reactive planning can often mean millions of
dollars in additional after-tax wealth.

Unfortunately, many owners begin planning only after receiving a Letter of Intent (LOI),
when most tax planning opportunities have already disappeared.

Business exit planning is far more than finding a buyer.

It is the process of maximizing business value, minimizing taxes, protecting employees and
family members, and ensuring that the wealth created through years of hard work
continues for future generations.

This guide outlines the major financial, tax, legal, and investment considerations every
business owner should understand before exiting.

Why Exit Planning Matters

Most owners believe selling a business is simply about receiving the highest purchase price.



In reality, what matters most is how much of the proceeds you actually keep.

Many owners are surprised to learn that taxes, transaction costs, and poor planning can
significantly reduce the value of their life's work.

Successful exit planning focuses on four primary objectives:

e Increase company value

e Reduce taxes

e (Create retirement income
e Preserve family wealth

Planning should ideally begin three to five years before an anticipated exit.

The Five Stages of Business Exit Planning

Every successful exit begins with understanding where the business stands today.
This includes:

e Business valuation

e Owner readiness assessment
e Personal financial planning

e Estate planning review

e Risk management

e Tax analysis

Questions every owner should ask:

e [smy business ready to sell?

e Whatis my company actually worth?

e How dependent is the business on me?
e Would a buyer pay a premium today?

Increasing enterprise value is often the highest return-on-investment activity an owner can
undertake before selling.

Value acceleration focuses on:

Financial Performance

e Improving EBITDA

e Eliminating unnecessary expenses
e Increasing recurring revenue



Operational Systems

e Standardized processes

e Scalable operations

e Strong management team

Customer Diversification
Reducing customer concentration increases buyer confidence.

Employee Retention
Key employees frequently determine whether buyers will pay premium multiples.

Understanding EBITDA Multiples
Most middle-market businesses sell based on adjusted EBITDA.

For example:
Annual EBITDA
$2 Million
Multiple

6Xx

Enterprise Value
$12 Million

Increasing EBITDA by only $500,000 may increase enterprise value by several million
dollars.

Likewise, improving the quality of earnings can increase the valuation multiple itself.

Small operational improvements often create exponentially larger increases in company
value.

Understanding Your Exit Options

Not every exit strategy produces the same financial outcome.

Often pays the highest multiple.
Ideal for:

e Strong market position
e Proprietary technology



e Geographic expansion opportunities
Advantages:

o Highest purchase price
e (Cash at closing
e Operational synergies

Private equity firms typically seek businesses with recurring revenue and growth potential.
Advantages:

e Potential second liquidity event
e Rollover equity
e Continued participation

Ideal for owners who want another opportunity for wealth creation.

Ideal when preserving family ownership is the priority.
Requires:

e Estate planning

e Succession planning

e Tax planning

e Leadership development

Allows key employees to purchase the business over time.
Often financed through:

e Seller financing
e Bank financing
e SBAlending

An ESOP allows employees to become owners while providing liquidity to shareholders.
Potential advantages include:

e Significant tax benefits
e Business continuity
e Employee retention
e Legacy preservation



For qualifying C corporations, Section 1042 of the Internal Revenue Code may allow eligible
shareholders to defer capital gains taxes by reinvesting proceeds into Qualified
Replacement Property.

Tax Planning Before the Sale

One of the largest mistakes owners make is waiting until after receiving an offer to begin tax
planning.

Many strategies require implementation months—or years—before closing.
Potential planning opportunities may include:

e Installment sales

e Charitable planning

e Trust strategies

e Family gifting

e Opportunity Zones

e Qualified Small Business Stock (when applicable)
e Section 1042 planning after qualifying ESOP transactions
e State income tax planning

e Assetvs. stock sale analysis

e (Qualified retirement plans

e (Cash balance plans

o Deferred compensation strategies

Every owner's situation is unique.

Planning should always be coordinated with qualified tax and legal professionals.

Preparing Your Personal Financial Plan
Selling a business creates liquidity—but it also introduces new financial challenges.

Questions include:

How much income will retirement require?
How should proceeds be invested?

How should taxes be managed annually?
How much investment risk is appropriate?

How should wealth transfer to children and future generations?



Without proper planning, owners often transition from business risk directly into
unnecessary investment risk.

Estate Planning

A business sale often requires updating:

e Revocable Living Trust

o Wil

e Durable Power of Attorney
e Healthcare Directive

e Beneficiary Designations

Advanced planning may also include:

e Family Limited Partnerships
e Irrevocable Trusts

e Charitable Trusts

e Dynasty Trusts

Proper estate planning helps preserve family wealth while reducing future estate tax
exposure.

Investing After the Sale

The transition from entrepreneur to investor requires an entirely different mindset.
Many owners have spent decades concentrating wealth in one business.

Following a sale, diversification often becomes essential.

An investment strategy should consider:

e Income needs

o Tax efficiency

e Inflation

e Risktolerance

e Liquidity

e Legacy objectives

A disciplined investment process can help preserve wealth for decades after the transaction.

Building a Professional Advisory Team

The most successful business exits involve collaboration among experienced professionals.



Your advisory team may include:

e  Wealth Advisor

e CPA

e Exit Planning Advisor

o Estate Planning Attorney
e Corporate Attorney

e Investment Banker

e Business Broker

e Valuation Specialist

When these professionals work together, owners are often able to maximize value while
minimizing costly mistakes.

Common Exit Planning Mistakes

Many business owners unknowingly reduce the value of their company by making
avoidable mistakes.

The most common include:

e Waiting too long to plan

e Focusing only on purchase price
e Ignoring taxes

o Failing to diversify customers

e Poor financial reporting

e No succession plan

e No estate plan

e Noretirement income strategy
e Inadequate leadership team

e Emotional decision-making

Avoiding just one of these mistakes can significantly improve long-term financial outcomes.

Your Exit Timeline

Five or More Years Before Sale
e Initial valuation

e Personal financial planning
e Tax planning

e Value acceleration

Three Years Before Sale
e Improve profitability



e Strengthen leadership
o Reduce owner dependence
e Organize financial records

One Year Before Sale

e Confirm valuation

e Assemble advisory team

e Prepare due diligence materials
e Evaluate buyer options

Closing

o Coordinate tax strategy
e Transition ownership

e Invest proceeds

e Update estate plan

About Howard Wealth Advisors

At Howard Wealth Advisors, we help business owners prepare for one of the most
important financial events of their lives.

Our comprehensive planning process integrates:

e Business Exit Planning

e [nvestment Management

o Tax-Efficient Wealth Strategies
e Retirement Income Planning

e Estate Planning Coordination

e Risk Management

e Legacy Planning

Our objective is simple:

Help business owners maximize the value of their business, reduce unnecessary taxes,
preserve family wealth, and confidently transition into the next chapter of life.

Schedule a Complimentary Exit Planning Consultation

Whether you plan to sell your business in two years or twenty, the best time to begin
planning is now.

A proactive strategy can help you:

e Increase enterprise value
o Reduce taxes



e Preserve family wealth
e C(Create retirement income
e Protect your legacy
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