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As Baby Boomer-era business owners plan for exits, liquidity events, or transitions, most
focus intensely on operational enhancements and valuation metrics, increasing
efficiencies, growing EBITDA, managing costs, and preparing for sale or recapitalization.
Yet a growing body of evidence and practice among advisors reveals that strategic
wealth planning undertaken long before a transaction can produce equal or greater value
by minimizing tax leakage, protecting assets, and preserving wealth across generations.

This paper outlines:

e market context and transition trends,

e common planning gaps that can significantly affect outcomes

¢ planning strategies that may materially increase retained wealth,

e and the role of holistic legacy design in multi-generation wealth sustainability.

Family Businesses Dominate the U.S. Economy

e Family businesses account for the vast majority of U.S. private enterprises, with
estimates indicating 32+ million family-owned businesses representing ~87% of alll
business tax returns and contributing roughly 54% of U.S. private sector GDP while
employing nearly 60% of the private workforce.

A Leadership & Liquidity Transition Is Imminent

e There are ~2.9 million U.S. businesses owned by individuals aged 55+, supporting
millions of jobs and trillions in revenue with an estimated 70-75% planning to transition
ownership in the next decade.

e This represents potentially a $14 trillion private business transfer opportunity, among
the largest wealth transfers in U.S. history.



The Survival & Wealth Retention Paradox: Generational Continuity Is Rare

Despite owners wanting to preserve family legacies:

¢ Only ~30% of family businesses successfully transition to the second generation.

e That figure declines sharply further: ~12% to the third generation and ~3% to the fourth.

e Research outside the business context suggests that among wealthy families broadly,
~70% lose their wealth by the second generation, 90% by the third.

These outcomes reflect not only business continuity challenges but wealth dissipation due
to a combination of:

¢ insufficient succession planning,

e concentrated wealth in operating business assets,

e and failure to integrate tax and estate strategies before a liquidity event.

Planning Behavior Gaps: Focused on Business, Not Wealth

Owners frequently concentrate on transaction-centric metrics, EBITDA enhancements,
tightening operations, working capital re-engineering; while overlooking personal
planning opportunities that can impact post-tax proceeds more heavily than valuation

improvements.

Typical Advisory Patterns Include:
e EBITDA and multiple optimization, while necessary, these alone do not address the
taxation of sale proceeds.
e Transaction structuring (asset vs stock sale), buyer interests often dominate, leaving
seller tax liabilities as an afterthought unless proactively managed by tax advisors.
e Succession planning viewed operationally rather than financially, focusing on who will
run the business, not how wealth migrates from business owners to heirs with minimal

tax friction.



The Case for Pre-Transaction Wealth Planning

Tax Leaks for Pre-Transaction Wealth Planning
Without advanced planning:
e Capital gains, income tax, and Net Investment Income Tax (NIIT) alone can consume a
significant portion of sale proceeds if planning is absent or late.
e Estate and transfer taxes, potentially 40% or more on amounts exceeding federal
exemptions, can erode multigenerational wealth if not addressed with trusts, gifts, and
advanced techniques well ahead of the sale.

Planning Before Events Beat Planning After

Experts recommend 18-24 months of pre-sale planning as an optimal runway to:
e optimize business value and tax results,

¢ implement entity, timing, and structural strategies,

¢ align with personal financial goals.

This gives owners runway to consider a broader set of options — including charitable,
trust-based, and timing strategies, rather than reacting to buyer terms at the last minute.

Below are key categories of planning that can have meaningful impact when
implemented early:

1. Deal Structuring & Timing
e Choosing between asset vs. stock sales, installment sales, or structured sales can
create meaningful deferral and bracket management advantages.

2. Wealth Transfer Tools
Trust vehicles such as Grantor Retained Annuity Trusts (GRATs), Dynasty Trusts, and
Charitable Remainder Trusts can:

e shift future appreciation out of the estate,

e reduce gift and estate tax exposure,

¢ and help transition wealth in a controlled manner.



3. Qualified Small Business Stock (QSBS) Exclusions

e When available, QSBS treatment under IRC Section 1202 can exclude significant
capital gains from income taxation on qualified assets held beyond specific
thresholds.

4. Entity & Ownership Structuring
Carefully aligning entity choice (S-Corp, C-Corp, partnership) affects:
* pass-through taxation,
¢ eligibility for business deductions,
e grantor tax treatment,
e possibilities for stepped-up basis at death.

5. Succession Communication & Governance

e Planning that engages heirs early, and aligns management roles with wealth
objectives, reduces conflict and helps ensure that post-sale capital isn't lost to
disputes.

Why This Matters: Wealth That Lasts Beyond a Sale

Without advanced tax and estate planning:

e alarge portion of lifetime business accumulation can be lost to taxes,

o families often reset wealth positions within a generation, reinforcing the “shirtsleeves
to shirtsleeves” phenomenon.

By contrast, when owners proactively integrate tax, estate, and succession planning with
their business exit strategy, they can:

e retain more wealth after tax,

e protect assets from lawsuits or market volatility,

¢ and position family wealth to support multiple generations.

Conclusion: A Competitive Advantage for Owners & Advisors

Business owners who treat wealth transition as part of the transaction often retain more
income and estate value. For advisors and capital partners, integrating wealth planning
with M&A and exit strategy is no longer optional; it is a differentiator that enhances
outcomes for clients and families alike.



One of the most common, and most costly, mistakes business owners make is initiating a
valuation or sale process before completing personal, tax, and structural planning. While
valuation is an essential component of a liquidity event, it should not be the starting point.
In many cases, pursuing valuation prematurely can lock in inefficient structures, eliminate
powerful planning strategies, and materially reduce after-tax outcomes.

The following five strategies should be implemented 12-24 months before a liquidity event
and, critically, before engaging a valuation firm, investment banker, or broker.

1. Get Organized — Personally

A business exit is not merely a transaction; it is a personal transition. Personal planning
must intersect with business planning early to avoid misalignment, inefficiencies, and
unnecessary stress later in the process.

Key considerations include:

o Clarifying personal goals, readiness, and long-term vision beyond the transaction

¢ Reviewing and updating estate documents, including wills, trusts, powers of attorney,
and healthcare directives

e Aligning family expectations, roles, and communication plans both pre and post-sale

e Evaluating the composition and effectiveness of the current wealth advisory team

When personal planning is deferred, owners often find themselves making reactive
decisions under time pressure. Early organization establishes clarity, confidence, and
control throughout the transaction process.



2. Get Organized — Your Business

Operational readiness extends well beyond clean financial statements. Business
organization should occur before engaging outside transaction professionals.

Foundational steps include:

¢ Defining the true intent of a sale for the owner, family, employees, and customers

e Clarifying near-term versus long-term business objectives

e Assessing leadership depth, particularly the strength and role of financial leadership

e Formalizing a business continuity plan

¢ Resolving ownership, partnership, and governance issues in advance

e Engaging experienced legal and accounting advisors early

e Developing a redlistic three to five-year financial forecast to guide expectations and
scenario planning

A well-organized business not only enhances buyer confidence, but also improves
negotiating leverage and transaction optionality.

3. Understand Why Valuation Matters — Before You Get One

Valuation is not a singular event or static number; it is a strategic tool. When introduced at
the proper time, valuation can inform planning. When introduced too early, it often
becomes a constraint to planning.

Foundational steps include:

¢ Defining the true intent of a sale for the owner, family, employees, and customers

e Clarifying near-term versus long-term business objectives

e Assessing leadership depth, particularly the strength and role of financial leadership

e Formalizing a business continuity plan

¢ Resolving ownership, partnership, and governance issues in advance

e Engaging experienced legal and accounting advisors early

e Developing a realistic three to five-year financial forecast to guide expectations and
scenario planning

A well-organized business with the right leadership already in place not only enhances
buyer confidence, but also improves negotiating leverage and transaction optionality.



4. Respect the Power of Timing

Business owners often focus on transaction fees and deal economics while overlooking
the largest cost in most liquidity events: taxes.

Key realities include:

e Taxes are frequently the least analyzed yet most impactful transaction expense

e Entity structure, ownership design, and capital structure significantly affect after-tax
proceeds

¢ Planning well before a sale valuation preserves strategies that may disappear once a
transaction becomes imminent

e Missed planning windows often result in lost wealth, increased stress, and diminished
ejiNelee]a]

e Early planning creates control, reduces surprises, and improves post-transaction
confidence

In many cases, lowering the effective tax rate adds more value than increasing a sale
multiple, often with less risk.

5. Get Educated on Transaction and Planning Strategies

Owners who understand their planning options early retain leverage, not only over
outcomes, but over the advisory process itself.

Common pre and post-liquidity strategies may include:

e Advanced estate and transfer planning structures

e Charitable planning vehicles designed to reduce taxes while reinforcing family values

e Post-liquidity real estate and reinvestment tools

¢ Qualified exclusions and deferral strategies when applicable

e Coordinated sequencing of strategies based on entity structure, ownership design,
and timing

The most successful transactions occur when legal, tax, and investment professionals
collaborate with discipline and alignment rather than operate in silos.



Why These Strategies Must Precede Valuation

Valuation should serve as a checkpoint, not a starting line. When these five strategies are
addressed first, business owners consistently:

e increase after-tax proceeds,

e preserve transaction optionality,

¢ reduce complexity and risk, and

e position family wealth for longevity across generations.

In many cases, the wealth preserved through early planning exceeds the incremental
value created through operational improvements alone.
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With over 100 years of combined experience at some of the world’s
largest banks and wealth management firms, we set out to create a
unique wealth management model through independence. Our model
leverages technology, resources, and strategic partnerships to deliver
exceptional client service and financial outcomes.

We founded Wealth Partners Alliance to foster a collaborative environment where like-minded
advisors can come together, share insights, and build stronger partnerships. This synergy

helps us better serve our clients and achieve mutual growth.

At Wealth Partners Alliance, culture is paramount. Fulfilled advisors and team members create
a more enjoyable and productive work environment. We believe that this, combined with a
robust investment platform, advanced technology, and resources free from conflicts of
interest, all within a true fiduciary structure, results in a superior overall experience for our
clients.

In a world where large financial institutions have lost the personal connection with advisors
and clients, and where economic factors, markets, and technology are rapidly evolving, clients
need a dedicated partner. One who can embrace change, invest in the right technology, and

provide access to the best research and unbiased financial and investment guidance.
Becoming a client of WPA means joining a team committed to these principles. We aim to
attract the right advisors, which in turn attracts the right clients. Join us on our journey to

create a better experience for both advisors and clients.

Thank you for your interest in Wealth Partners Alliance. We look forward to the opportunity to

serve as your investment fiduciary.
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