Key Family Wealth — Business Advisory Services (BAS)

The Avoidable Failure to Act

£E | never worry about action, but only about inaction. - winston Churchil

“I haven’t decided what | ultimately want to do with my
business, or when | want to transition, or how much
money I'll need, or whom to sell to, so how can | plan my
transition? Besides, | don’t want to transition right now.”

If you’ve said this, or thought it, you are not alone.
Many business owners are either overwhelmed with the
thought of transitioning or are so busy fighting daily fires
that they assume they cannot plan their transitions.

If you aren’t sure about what you want, or when you want
to leave, why is it so important to decide to act today?

First, recognize that when you take a passive attitude
toward the fact that you will — one way or another —
leave your business, you are settling for less than the
most profitable transition for yourself and your family.

Second, understand that preparing and transferring a
company for top dollar takes time — on average five to
10 years. Most of those years will be spent preparing
your business for the transfer and, if you decide to sell to
employees or children (two groups who rarely have any
money), giving them time to amass enough capital to pay
you for your interest.
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The more time you have to design and implement income
tax-saving strategies, build value, strengthen your
management team, and begin a gradual transfer of
ownership (but not control) to key employees or children,
the more likely you are to reach your goals.

Third, if you decide to sell to a third party, remember that
the market does not operate on your schedule and may
not be paying peak prices when you are ready to sell.

If the prospect of leaving your company with little to
show for it is unacceptable to you, let’s look at your
three options:

1. Wait for a buyer
Many business owners plan to wait for a third-party
offer for their businesses. Owners in this group believe
that one day a buyer will contact them, negotiate a
fair price, and that will be that. This course of action
flies in the face of reality. There is a pent-up supply of
businesses owned by baby boomers who, as soon as
the mergers and acquisitions market recovers, will be
clamoring to sell. Supply and demand tells us what
kind of market that will be for sellers.

Page 1 of 2


https://www.key.com/kpb/our-insights/index.html?ppc=2108_cmpkpbwealthinsights_alias

The Avoidable Failure to Act

In a buyer’s market, the owners who prepared their
companies years ahead of the actual sale are the
most likely to receive top dollar.

e Based on your objectives and the realities of your
business, hire a skilled and experienced business
advisor to forge a plan with accountability/decision

deadlines.
2. Liquidate

Liquidation is a common transition path for owners of
companies whose cash flow is declining and has little
probability of improving — absent the design and
execution of a business/transition plan. If this
description fits your company, we recommend that
you meet with your tax and other advisors to do the
planning necessary to create the most tax-efficient
liquidation possible. Another point to consider: Do the
net proceeds from a forced or orderly liquidation meet
your lifestyle/spending requirements? Talk to your
wealth advisors about this point.

¢ Fix a rough departure date.
¢ Determine your financial needs.
e Decide whom you want to succeed you.

e Have your business valued to see if:
a. you should sell today.
b. it has the value necessary to meet your financial
and other transition objectives.

Acting today to create your best possible transition path
is not difficult. Simply pick up the phone and call your
Relationship Manager.

Your failure to act, however, can potentially be fatal to
your successful transition. You and your family depend
on the success of your business transition. Can you
afford to fail to act?

3. Decide to transition and plan accordingly
Start today and take the following steps:

For more information, please call your relationship manager.

The Key Family Wealth BAS team is dedicated to providing guidance and support to privately held business owners like
you. Specifically, the BAS team helps owners prepare for an eventual business transition with strategies and advice on
how to maximize the after-tax value of a business transition.
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Key Wealth, Key Private Bank, Key Family Wealth, KeyBank Institutional Advisors and Key Private Client are marketing names for KeyBank National Association (KeyBank) and
certain affiliates, such as Key Investment Services LLC (KIS) and KeyCorp Insurance Agency USA Inc. (KIA).

KeyBank and its affiliates do not provide tax or legal advice. This material is for informational purposes only and does not constitute tax or legal advice. The information
contained herein should not be used in substitution for consultation with professional tax, accounting, legal, or other competent advisors. The strategies and concepts
discussed herein are complex and may be speculative and involve a high degree of risk, including the risk of tax penalties. Before execution or implementation of any strategy
discussed herein, you should consult with your personal tax and/or legal advisor.

Any models, projections, or estimates contained herein are hypothetical in nature, do not reflect actual investment results, and are not guarantees of future results. All results
use simplifying assumptions that do not completely or accurately reflect your specific circumstances. Small changes in facts, assumptions, or circumstances can have a
substantial impact on the results shown.

This information has been obtained from sources believed to be reliable, but its accuracy and completeness are not guaranteed. Any opinions or projections contained herein
are subject to change without notice, are those of the individual author(s), and may not necessarily represent the views of KeyBank or any of its subsidiaries or affiliates.
KeyBank makes no assurance that any particular strategy will be successful, and, to the extent this material concerns tax matters, it is not intended to be used and cannot be
used for the purpose of avoiding penalties that may be imposed by law.

Investment products, brokerage and investment advisory services are offered through KIS, member FINRA/SIPC and SEC-registered investment advisor. Insurance products
are offered through KIA. Insurance products offered through KIA are underwritten by and the obligation of insurance companies that are not affiliated with KeyBank.
Non-Deposit products are:

\ NOT FDIC INSURED « NOT BANK GUARANTEED - MAY LOSE VALUE - NOT A DEPOSIT - NOT INSURED BY ANY FEDERAL OR STATE GOVERNMENT AGENCY \

©2025 KeyCorp® All rights reserved.

250226-3044428.09


https://www.key.com/kpb/our-approach/kis-disclosures.html

