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Business Succession and
Estate Planning Analysis
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A multitude of information merged into

ONE COMPREHENSIVE PICTURE
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We capture the information from your cadre of experts and pull everything into an integrated
picture of your business and personal holdings using a step-by-step process. Then we provide you
with an analysis and recommendations to optimize your situation.
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Step 1: We map out your company holdings
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Step 2: We acquire and review business entity documents.

We identify, gather and analyze all critical business and personal documents.

We review them in detail and then provide you with summaries that highlight
only the elements that may need clarification and their impact on your
business and personal holdings.

Buy-Sell & Other Agreements — ABC Widget Inc.

Buy-Sell & Other Agreements — ABC Widget Inc. l

-— e

e e By et 4 e g cemee

Business Entity Trusts, Wills, and
Agreements Financial Plans that

> impact your business

e
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Step 3: We create a visual map of your business and personal holdings

We link all of your business and personal holdings to form a visual representation that is easy to
understand and provides a complete picture of your business and estate.
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Work Product Examples
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Example: Corporation Ownership & Management Chart

Engineering & Manufacturing

Irrev Trust

Owner 1 = 49% ($49MM) Shareholder Ownership Shareholder O i

Owner 2 = 25% ($25MM) 51% Ownerl (Owner 1 Living Trust) ABC Widget Inc. ABC Assembly Inc. e 51% Ownerl (Ownerl Living Trust)

Owner 3 = 11.4% ($11.4MM) e n e e Chairman — 1. Smith Chairman — 1. Smith | 30% Owner2 (Owner2 Living Trust)
mer3 { g Trust) Pres/CEQ — L. Jones Pres/CEO L. Jones » 19% Owner3 (Owner 3 Living Trust)

Living Trust

Owner 1=2% ($2MM)

Owner 2 = 5% ($5MM) Exec VP
Owner 3 = 7.6% ($7.6MM)
VP Ops VP Ops
Financial Questions VP Engrg Engrg Mgr

1. Is the valuation of $5100MM for all ABC entities under ABC Holdings Inc.
still accurate and current?

2. What is the agreed upon or appraised value of ABC Assembly?

3. What is the agreed upon or appraised value of ABC Processing? VP Sales VP Sales

Shareholder Ownership
Shareholder Ownership 5 e 100%:ABC As capital
96% Ownerl (Ownerl irrev Trust) ABC Processing, LLC <€ oont.ribution)sy o
1% Ownerl (Owner1 Living Trust) Shareholder Ownershi
1% Mary (Mary Living Trust) Shareholder Ownershi 33.3% Owner1 (Owner1 Living Trust)

1% Lou (Lou Living Trust) 51% Ownerl (Ownerl Living Trust) 33.3% Owner 2 (Owner2 Living Trust

1% Sarah (Sarah Living Trust) 49% Owner2 (Owner2 Living Trust) 33.3% Owner 3 (Owner3 Living Trust) Plant Mgr
Property Holdings Sales Mgr Shareholder Ownership
X ¥ ' 60% ABC Processing, LLC
40% XYZ Engineering, LLC
ABC Properties, Inc. ABC Assy Holdings LLC ABC Processing Holdings I
(S Corp) LLC
| | {\?C-XYZ, LLC “ XYZ Engineering, LLC
| (joint venture} = B. Jenkins
L. Smith S President
2 Bldgs in Michigan 2 Bldgs in Texas 1 Bldg in Alabama President
Shareholder Ownershi

100% B. Jenkins. (100% voting)

[Join Venture partner]

A FULCRUM EDGE, INC. ’ ¥ or't‘;un_a
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Owes

ABC Widget Inc.

$75MM Annual Sales
$8MM Net Earnings

Assets

* Property & Equip = $36.5MM

* Accumulated depreciation = $23.4MM

* Equity = $18.2MM

Notes & Debt

* Debt to J. Smith = S1MM (not
subordinated)

* Interest payment to J. Smith = $50K
annually

 Line of Credit=$12MM

® Leases=53.5MM

* Payment to L Jones = $250K

Owes $3.8MM
$250K to Personal Debt
|- L. Jones

Example: Corporation Debt Matrix

Mar 22 2015 vl

Personal Debt

ABC Assembly, Inc. ABC Processing, LLC

$28MM Annual Sales
$3.5MM Net Earnings

Assets
* Property & Equip = $5.6MM.
* Accumulated depreciation = $2.8MM
* Equity = $3.7MM
Notes & Debt
* Debt due to J. Smith = $750K (not
subordinated)
e Owes ABC Assy = $3.8MM
* Owes ABC Assy Holdings = $1.2MM
e Owes ABC Process’g Holdings = $250K
® Line of Credit share = $3.2MM
* Bank term loan = $1.0MM
* ABC Widget chargebacks = $275K

$52MM Annual Sales
$6.1K Net Earnings

Assets

* Property & Equip = $19.8MM

* $3.8MM owed from ABC
Processing (intercompany).

Notes & Debt

* Debt due to J. Smith = $3.2MM (not
subordinated)

* Interest payment to J. Smith=
$115K annually

* Debt due to L. Jones = $120K

* Capital leases = $350K

e Total debt = $3.8MM

Owes $250K

Owes $130K to L. Jones
[ |

ABC-XYZ LLC
(joint venture)

$5.8MM Annual Total Sales, of which
$3.5MM to ABC Assy for JV portion
$500K Net Earnings (JV portion)
Assets {JV portion)
* Property & Equip =-5500K
* Accumulated depreciation = $175K
* Equity = $100K
Notes (JV portion)
* Note to L. Jones = $130K annually.
* Total debt = $130K

e Total debt = $16.8MM Owes $1.2MM e o g
h 4 Y
Owes $1.1MIV] ===  ABC Properties, Inc. ABC Assy Holdings LLC ABC Processing Holdings LLC
Assets Assets Assets

* Net book value = $4.2MM.
e Mortgage = $2.0MM.
e Equity = unkown (need appraisal)

Notes

e Owes AB Widget = S1.IMM.

* ABC Widget paying mortgage (it's
accruing).

* What is current appraised value?

e Total debt = $1.1MM+

* Net book value = $450K.
* Mortgage = $550K.

* Net book value = $2.5MM.

e Mortgage = $2.0MM.

s Equity = $1.2MM (based on getting
paid by ABC Processing).

Notes

e Ownerl IDIT = $1.2MM (no payments being
made; only interest being accrued).

* |nterest payments due to Ownerl from IDIT =
S60K annually.

e Total debt = $1.26MM

paid by ABC Processing)
Notes
« Bank term loan = $280K.
* S50K capital contribution

unfunded).
* Total debt = $330K

* Equity = $550K (based on getting

receivable (i.e. currently trust is

Information Needed

Concerns

What are monthly mortgage

A FULCRUM EDGE, INC. ’ Fort una
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and real estate needs to be updated.

payments and the missing car loan
payments?




Example: Corporate Leases

ABC Widget Inc.
Item Lease No. Start Date Lessor Lessee Mo. Payment* | # of Mos Total* EOL Purch $ Guarantor
Forklift (PN 64438) LA585 12-Nov-10|Clark Lift ABC Widget $900.11 60[ $54,006.60 S1|ABC Widget
Forklift (PN 64438) LA585 12-Nov-10|Clark Lift ABC Widget $575.99 60 $34,559.40 S1|ABC Widget
Forklift (PN 64438) LA585 12-Nov-11|Clark Lift ABC Widget $575.99 60| $34,559.40 $1|ABC Widget
Forklift (PN 11-3314) YZ1146 11-Jan-14|Yale Lift trucks ABC Widget $576.00 60 $34,560.00 S1|ABC Widget
Horizontal Machining Center 100502 10-Feb-09|Makino ABC Widget $22,051.24 60| $1,147,500.00 S1|ABC Widget
Invection Molding Machine 668811-3 12-Mar-09|Milacron ABC Widget $6,546.31 72| $381,280.00 S1|ABC Widget
Vertical Machining Center 845570354 1-Jun-09|GE Capital ABC Widget $8,617.34 72| 5540,500.00 $121,613|ABC Widget
Ford Taurus (loan) 23-Dec-14|Ford Credit ABC Widget $358.21 60[ $21,499.00 SO|ABC Widget
Ford Taurus (loan) 23-Dec-14|Ford Credit ABC Widget $358.31 60[ $21,499.00 SO|ABC Widget
Ford F-150 (loan) 30-Dec-11|Ford Credit ABC Widget $359.95 60[ $21,597.00 SO|ABC Widget
Microsoft Service Provider 150690004 27-Jul-13|Microsoft/PNC ABC Widget $992.41 36 $31,286.72 SO|ABC Widget
Makino Verti Mach Center IND0980 (001) 5-Aug-11|T&C Credit ABC Widget $3,586.41 72| $206,750.00 $1|ABC Widget, ABC Holdings
Makino Hori Mach Center IND0980 (002) | 24-Oct-11|T&C Credit ABC Widget $7,306.26 72| $418,465.00 S1|ABC Widget
Ford Fusion (loan) 29-Oct-11|Ford Credit ABC Widget $396.76 60| $22,185.96 SO|ABC Widget
Ford Fusion (loan) 29-Oct-11|Ford Credit ABC Widget $387.37 60[ $22,156.39 SO|ABC Widget
HP Server 90-0030056 31-Oct-11|HP/1st Nat'l ABC Widget $736.30 36| $23,215.00 SO|ABC Widget
Ford Fusion (loan) Nov-11|Ford Credit ABC Widget $390.00 60| 523,180.00 SO|ABC Widget
Ford Fusion (loan) Nov-11|Ford Credit ABC Widget $390.00 60| $23,180.00 SO|ABC Widget, ABC Holdings
Microsoft Prof Services 150690 2-Dec-13|Microsoft/1st Nat'l [ABC Widget $1,244.49 36| $39,238.75 SO|ABC Widget, ABC Holdings
Grinder 2012518 1-Jun-12|GE Capital ABC Widget $10,916.94 60| $594,928.61 S$1|ABC Widget, ABC Holdings
Microsoft Prof Services 150703 31-Jan-13|Microsoft/1st Nat'l [ABC Widget $4,521.16 36| $147,033.35 SO|ABC Widget, ABC Holdings
* Car lease numbers in italics are estimate.
Machining center lease numbers in italics do
Monthly Subtotal = $71,787.55 $3,843,180.18| = Subtotal not include interest.
ABC Assembly Inc.
Item Lease No. Start Date Lessor Lessee Mo. Payment | # of Mos Total EOL Purch $ Guarantor
Injection Molding Machine 3528 5-Nov-10[{J&M Acceptance  |ABC Assy $8,295.00 60| $456,380.00 S1|ABC Assy
Monthly Subtotal = $8,295.00 $456,380.00| = Subtotal (not adjusted for remaining balance)

Monthly Grand Total = $80,082.55 $4,299,560.18| = Grand Total (not adjusted for remaining balance)
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Example Matrix: Corporate Stock Purchase Upon Separation from Service or Disability

Company valuation = $100MM
e Ownership percentages: Owner #1 = 51%; Owner #2 = 30%; Owner #3 = 19%.

e Pay out terms: 10% down; 4.0% annual interest rate; 10-year term
e Real estate not being purchased

Buy-Sell Pay Out Trigger Responsible Cash o —
Requirement Event Party Disbursements P
Owner #1 e ABC Holdings $51MM cash paid by ABC Holdings Inc
S .. —S851MM from Service & e T S Owner #1
(51% ownership) ot Diaablity Inc. for Buy-Sell pay out, not including taxes
* 10% down payment ($5.1MM)
® 4,0% annual interest; 10-year term
* $464,715 monthly payment for 120 mos.
Owner #2 Sepaatim $30MM cash paid by ABC Widget Inc
(30% ownership) — $30MM b shs ABE WIdREE Inc for Buy-Sell pas out, rvlot includiig taxés Oumer 52
or Disability z
* 10% down payment ($3.0MM)
® 4.0% annual interest; 10-year term
® 5273,362 monthly payment for 120 mos.
Senatie ABC Widget Inc.
oOwner #3 3 L $19MM o St Responsible to $19MM cash paid by AB.C WId.th Inc. OWner #3
(19% ownership) or Disability meet Buy-Sell for Buy-Sell pay out, not including taxes
Terms

® 10% down payment ($1.9MM)
® 4,0% annual interest; 10-year term
® $173,129 monthly payment for 120 mos.

A Fucrum £oceine: (@ Fortuna
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Buy-Sell Pay Out
Requirement

Example Matrix: Corporate Stock Purchase Upon Death

Insurance Policy on
Owner #1
Policy Owner =
ABC Holdings Inc.

— $51MM

Insurance Policy on
Owner #2
Policy Owner =
ABC Widget Inc.

— $30MM

Owner #3
No insurance or
Uninsurable

Company valuation = $100MM

Cash
Outlays

Trigger
Event

Premiums to

5 Death buy-out
pay insurance

Premiums to
pay insurance

Death buy-out

— S19MM —»

Responsible
Party

ABC Holdings
Inc.

ABC Widget Inc.

Responsible to
No Cash Outlay meet Buy-Sell

A FULCRUM EDGE, INC. s F r)rt‘vu na

Terms

ABC Widget Inc.
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Ownership percentages: Owner #1 = 51%; Owner #2 = 30%; Owner #3 = 19%.
Pay out terms: 10% down; 4.0% annual interest rate; 10-year term
Real estate not being purchased

Cash
Disbursements

$51MM paid by life insurance proceeds

$30MM paid by life insurance proceeds

$19MM cash for Buy-Sell pay out,

not induding taxes

* 10% down payment ($1.9MM)
® 4.0% annual interest; 10-year term

* $173,129 monthly payment for 120 mos.

Recipient

Owner #1’s estate

Owner #2's estate

Owner #3's estate

Apr13, 2015
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Example: Buy-Sell & Other Agreements — ABC Widget Inc. et al

1. Ownerl has first right of purchase of Owner2's and Owner3's shares.
2. Owner2 has first right of purchase of Ownerl's and Owner3's shares.

N

e inemic Ownerl, trustee of the Ownerl
Sale Agreement N O Lpe
(3 Mar 2013) —{ Living Trust is sefling ABC Azzy
Holdings LLC to ABC Widget Inc.
Promizzory Note - This iz a refinance of the
$250,000 original Promizzory Note of
(1211 2013) p| 5250000 datec 3 Mar 2005.
(L Jonez) Note issued pursuantto 3
Stock Purchaze and Sale
S e Agreement dtd 3 Mar 2013

[

I rucromevcene. @ Fortuna

ABC Widget Inc. 100,000 zharez total P,
Buy-Sell Azreement Ownerl: 51% 3. Shatehdd.er m:yF:nﬁer sh:res. to self-trusteed revocable living trust, where 3ll
— 3 beneficiaries are immediate family.
(2 Feb 2008) Owner2: 30% =
Owner3: 19% 4. Force-along & Tag-along rights.
5. Insurance pays for shares, if insufficient, than by Purchaser.
J\ 6. O ding loans to Corp are paid immediately.
— - Adds Tag-Along for 1. Whenever 3 shareholder sells their shares, they alzo agree to sell their interest in these
mendment I
the ABC Wicget Inc. ABC Assembly Inc.. Ry . ; :
ABC Proceszing, LLC 2. Ownerl has first right of purchase of Owner2's and Owner3's shares.
B"V;s:. ! lpzonment —> ABC Propertiez, Inc. 3. Owner2 has first right of purchase of Ownerl's and Owner3's shares.
{1 Acg 2010) ABC Azzy Holdings LLC
\_/\ ABC Proceszing Holdings LLC
1. Ownerl has first right of purchase of Owner2's and Owner3's shares.
ABC Azzembly Inc. 60,000 zhares total 2. Owner2 has first right of purchase of Ownerl's and OwnerS'.s fhafes..
Buy-Sell Agreement Ownerl: 51% 3 Sharehc.:ld‘er m:y_!nnsf!.r sh:res‘ to self-trusteed revocable living trust, where all
{30 Aug 2010) —> Owner2: 30% beneficizries are immediate family.
Owner3: 19% 4. Force-along & Tag-along rights.
\/f—\ 5. Insurance pays for shares, if insufficient, than by Purchazer.
6. O ding loans to Corp are paid immediately.
a 1. Ownerl (Managing Manager) ines when additi capital iz needed and
Operating Members are required to make the contribution.
Agreemer!t for Wholly owned by 2. Owrerl (Managing Manager) decides when to make distributions to Members.
AM::;::‘;:&;'LC > ABC Aszembly Inc. 3. Upon death or disability of Member, Company must acquire shares at Fair Market Value.
1. Exec VP's retirement age is 62.
5 A R - R 2. He receives 10% of the fair market value of the Corpomion‘s stock.
Salaryl Co:"t:\:non Disbiry l.:tsepamm 3. Upon retirement, disability, death, change of control, or i b
(15 Dec 2011) — :::ce:;e Im cause, he receives 20% of the 10% share i m the Corporation stock as 2 Iump sum
memblyloc: pay and the bal; in 120 equal hly pay subject to some
and Exec'VP early termination fractions.
\_/_\ 4. He can be terminated for cause with no benefit payment required.
1. Alters 3 trigger point from change of control to outside purchaser change of control.
Salary Continuation "d_““m‘_:: and "“’;:
Agreement izability or separa
{1 Now 2012) —> agreement between
ABC Aszembly Inc.
and Exec VP

1. Fair market value of ABC Azsy Holdings LLC i ts 5625 000.

2. Down payment of 568,750, plus pay of 6.5% per
annum. Balloon payment at end of 10 years for principal and interest.

3. No prepayment penalty.

. ABC Widget Inc. will pay Ownerl or successor $250,000 plus 6.5% per annum interest.
. Payment must be made in cash.
. Balloon pay principal and d il due on or before 11 Jul 2023.

Copyright 2015
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Example: Louis Jones Last Will & Testament

Louis Jones

L. Jones Living Trust

———

v

Trust property

N

Qalive?

Y
y Y ¢
Marital Trust Eamily Trust Irrey Trust
Value = unlimited Value = 51,000. Value = 49% of ABC
Federal Estate Tax Value = Wife’s life Holdings

Marital Deduction
allowable to estate.

insurance.

1. Trustee distributes as
much net income and
principal as necessary
to Wife (at least
annually) for education,
health, support and

1. Trustee distributes as
much net income and
principal as necessary
to Wife and Wife &
Louis” descendants
for education, health,

1. Business holdings to be
purchased upon a
triggering event.

maintenance. support and maint-
enance.
Marital Trust Family Trust
terminates terminates

v

A FULCRUM EDGE, INC.
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No memorandum
exists

+ Article 3
Non-business
tangible property
\ v
Distribution per
i Memorandum

Viemorandu
found within 60
days?

Guardians of Children

Article 2

Wife's sister

Wife's sisters
husband?

Copyright 2015

Personal Representative
Article 6

< Wife/
Louis’ father

Louis’ father
able to serve?

Wife’s brother Wife/

"|  Louis" brother

Louis” brother
able to serve?

Wife/
Louis’ sister
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Step 4: Recommend Next Steps, such as...

Construct both long term and traumatic succession plans.

Determine best “go forward” path for modifying business structure.

Examine wills and trusts for impact on business and personal holdings.

Conduct new valuations on business entities and properties.

Conduct a financial analysis focused on financial ratios to assess current health, future
outlook, and use of cash of the business units (e.g. debt ratio, current ratio, acid test,

cash conversion cycle, return on assets).

Analyze business entity operations, focusing on process improvements, throughput
optimization, and headcount. Conduct operations audit.

Examine sales and sales channel strategy, focusing on sales forecasts, win-loss ratio,
lead generation methods, bid process, and costing/pricing methods.

Conduct management (and possibly personnel) audit.

Investigate options and impact of canceling or modifying intercompany debt, if any.

Copyright 2015
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Step 5: Determine Next Steps, Prioritize & Execute

Possible Next Steps
Construct both long term and traumatic succession plans.

Determine best “go forward” path for modifying business
structure.

Verify valuations on business entities and properties.

Conduct a financial analysis focused on financial ratios to
assess current health, future outlook, and use of cash of the
business units (e.g. debt ratio, current ratio, acid test, cash
conversion cycle, return on assets).

Analyze business entity operations, focusing on process
improvements, throughput optimization, and headcount.
Conduct operations audit.

Examine sales and sales channel strategy, focusing on sales
forecasts, win-loss ratio, lead generation methods, bid
process, and costing/pricing methods.

Conduct management (and possibly personnel) audit.

Copyright 2015

Next Steps Optimized
and Prioritized for Client

Analyze business entity operations, focusing on process
improvements, throughput optimization, and headcount.
Conduct operations audit.

Examine sales and sales channel strategy, focusing on sales
forecasts, win-loss ratio, lead generation methods, bid
process, and costing/pricing methods.

Determine best “go forward” path for modifying business
structure.

Conduct management (and possibly personnel) audit.

Construct both long term and traumatic succession plans.

Verify valuations on business entities and properties.

Execute Actions
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Mark Lundquist Brian Stevens
(248)792-9752 (248)539-4000
mlundquist@FulcrumEdge.com brians@fortunapartners.com

Contact us to explore how our services can benefit
-~ you and your business.
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