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Preparing for a strategic exit

Considerations for middle-market business owners



Why consider a transition?

UBS Business
Development Group

For business owners thinking about a transition — whether it’s a transition from one generation to the
next or an outright sale to a third party — decisions are often based on a number of factors including

personal, business, industry and environmental concerns.

e Retirement goals
e Health

e Succession plan
e Liquidity needs
e Unsolicited offer

Regulatory issues
Interest rates
Market dynamics
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Personal
Goals & Needs

Environmental
Factors

Business
Considerations

Industry
Trends

e Cash flow needs

e Capital needs

e Risks to customer base

e Risks to product offering
e Competitive pressures

e Buyer demand
e Disintermediation
e Commodification
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Assessing transition options

When considering the next stage for your business, your needs may vary depending on where you are in
the business cycle.

For some business owners, it B Outright sale

may be time 1o start Sell 100 percent of the business to a buyer from the same industry or
thinking about the next with a complementary business model

chapter in life. Others may
have an interest in raising

capital to continue growing Employee Stock Ownership Plan (ESOP)
a business. While others Sell the business to its employees through an ESOP, a tax-advantaged
may find that transferring leveraged buyout

ownership to employees or
the next generation is the

. . ™ Recapitalization
best fit for their needs.

Exchange an owner’s equity in the business for a mix of equity and /
or debt to focus on the growth of the business, creating the potential
for an exit in the future

Transition of ownership to the next generation

Transition ownership to family members (normally children) by way of
a sale or gift, or a combination of both
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Planning for a sale
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Should you decide to sell your business, planning is a key component to help achieve your personal and
financial goals — it's never too early to start. Below are examples of some factors to consider:

Professional

Personal

Financial

1 to 5 years before

Up to 1 year before

Up to 1 year after

1 to 2 years after

Monitor industry trends and business cycles
to identify good timing for the sale

Build a team of trusted advisors to help you
prepare the business and create as much
value as possible

Fine-tune the business model

Prepare employees and managers for the
transition phase

Identify the right investment banking team
and start looking for potential buyers

With the investment banking team, focus all
your energy on getting the best deal

Do not interfere with new management if
you still occupy a position within the firm

Reassess work / career aspirations

Prioritize needs, goals and wishes, taking
into account lifestyle and income planning
after the sale

Understand the roles and responsibilities of
family members and their goals

Prepare family members for the transition
phase and consider a more formal family
governance structure

Think about your role after the sale

Prepare for the next phase of your life by
thinking about new things to explore and do

Take time to reconnect with family and
friends

Think about your goals for the year ahead
and how you will fulfill them

Settle into your new role and pursue lifetime
goals

Consider wealth transfer strategies to
optimize tax-efficient transfers to family
members, if desired

Invest assets to protect them against losses
before the liquidity event

Reduce management and oversight
responsibilities for financial assets

Explore strategic lending opportunities to
meet your borrowing needs

Review life insurance coverage to ensure
your family is adequately protected

Do not be distracted by your investments; if
necessary, park them in safe assets

Implement pre-sale philanthropy and income
tax planning strategies

Separate accounts for taxes, consumption
and investments

Educate yourself about wealth management

Invest according to your personal financial
plan; connect regularly with your wealth
manager to discuss your evolving financial
life and long-term planning strategies
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Building the right pre-sale advisory team
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Development Group

Access to the right professional advice is critical to your success. For example, a team of trusted advisors,
such as the ones mentioned below, will work to help you navigate the complexities of the sale process.

Here are some key questions you

should consider reviewing with your

team of trusted advisors:

e Why do you want to sell your
business?

e What are your desired financial
objectives?
e Are all the company's financial

statements and tax / legal records in

order, so a prospective buyer can
get a clear view of your financial
performance?

e Do you have a good understanding

of how your company is currently
valued within your industry?

e Do you have a proper transition
strategy and succession plan in
place?

e Are there any outstanding legal,

compliance or regulatory issues that

require attention?
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Wealth manager

A Financial Advisor with a background in
business succession planning, financial
planning, insurance strategies, estate
planning and philanthropic giving can
partner with you and your other advisors to
create a comprehensive wealth
management strategy before and after a
sale.

Attorney

A transaction or M&A attorney can help
ensure that the deal agreed to between the
buyer and seller is in fact what is reflected
in the final documents and a trusts and
estates attorney can work alongside your
wealth manager to develop a
comprehensive wealth transfer plan.

An investment banker with a long record of
successfully leading companies through
mergers and acquisitions is critical to
realizing the full potential of your sale. With
deep expertise in advising companies, an
investment banker determines the value of
your business and builds a competitive
market of potential purchasers.

A CPA provides knowledge of relevant tax,
compliance and financial matters related to
business sales. Working as part of the team
that is structuring and negotiating the
transaction, as well as providing guidance
on personal financial planning, a CPA helps
avoid any unnecessary missteps.
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Making wealth planning a priority

Appropriate wealth planning before and after a liquidity event can result in considerable savings in the
future. Your UBS Financial Advisor can discuss the following range of strategies that may be suitable for
you in the context of your needs, goals and personal circumstances.

PRE-SALE

POST-SALE

Estate planning

How is the sale aligned with your personal estate planning goals? Are there opportunities to lower future estate tax burdens by transferring
interests to your family members using sophisticated estate planning techniques prior to the transaction? Should separate trusts be
established for the benefit of family members? With the right strategy, your estate will have the maximum possible impact on your loved
ones — now and for generations to come.

How will your tax planning change as a result of the sale? Which deal structure — a stock sale or an asset sale — will provide you with more
tax benefits? Identifying the right strategy in consultation with your CPA or tax professional can make a significant difference in the
proceeds you take home from the sale.

Philanthropy

How might the sale enable you to have a greater impact on the philanthropic causes that are meaningful to you and your family? Does the
sale present the opportunity to transfer shares into a charitable vehicle, such as a donor advised fund or a charitable remainder trust to
generate an income tax deduction and possible deferral or avoidance of income tax payable upon the sale? Whatever legacy it is you want
to leave, ensure it is aligned with your overall financial goals.

Do your investable assets reflect future cash flows? A well-designed strategic asset allocation can help you bridge any possible short-term
liquidity needs that may arise before the sale.

Broader wealth management

Once the business has been sold, how will you maximize your after-tax proceeds? What changes are needed to your strategic asset
allocation plan so your investment portfolio responds to your unique needs, goals and aspirations? The right post-sale wealth management
strategy can help you make a successful transition to the next phase of your wealth management journey.

UBS Financial Services Inc. and its affiliates do not provide legal or tax advice. Clients should consult with their legal and tax advisors regarding their personal circumstances.
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Finding the right investment banking partner

UBS maintains a network of third-party boutique investment banking partners across the country with
experience advising middle-market business owners through transitions.

What types of companies are a good
fit for our boutique IB partners?

OWNERSHIP Privately-held
e Family-owned
e Entrepreneur-owned
FINANCIALS $3m+ in EBITDA!
$20m+ in Revenues?
DEAL SIZE $20-500m
INDUSTRY Business Services

% UBS !

Consumer Products & Retail
Energy & Natural Resources
Financial Institutions
Healthcare Services

Industrials / Distribution /
Manufacturing

Power & Utilities

Technology, Media &
Telecom

Our network of 30+ boutique investment banks is intended to provide our business owner
clients with access to firms that understand the needs of middle-market companies.

Our boutiques have deep knowledge and expertise in the following transaction types:

Full or partial sale

e Assisting with pre-launch activities to help alleviate the strain on management’s time
¢ Refining the company's financial model and assumptions

e Positioning the story to create buyer interest

e Seeking competitive tension by bringing multiple bidders to the table

e Assisting with complex negotiations between you and buyers

Capital raise

e Seeking growth and expansion capital, acquisition financing and/or shareholder liquidity
e Targeting a vast array of investors and lenders

e Seeking competitive tension by bringing multiple bidders to the table

Employee stock ownership plan (ESOP)
e Evaluating a tax-efficient transfer of ownership to employees

e Structuring the transaction to meet your objectives; positioning you to monetize all or a
portion of your business over time

Select boutiques can look at $1-3m EBITDA (earnings before interest, tax, depreciation and amortization) opportunities
Select boutiques can look at $10m+ revenue opportunities
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Going to market

The M&A process generally consists of four phases: (1) Preparing for the sale (2) Marketing the business
for the sale (3) Conducting due diligence (4) Closing the transaction. Timelines average 9-12 months but
vary significantly for each company based on various facts and circumstances.

Sample timeline

Preparation Marketing Due diligence Negotiation / closing
e Select pre-sale advisory e Contact prospective buyers e Open data room for buyers e Negotiate final bids
team : _ to examine company's legal, _ .
e Negotiate / sign financial and business ¢ Final due diligence
¢ Due diligence, including confidentiality agreements documents .

i i i ign merger agreemen
financial and business Sign merger agreement

e Distribute marketing
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Legal, accounting and tax
preparation

Gain strong
understanding of
company

materials

Answer initial questions
from buyers

Distribute process letter for
initial indications of interest
(IOIs)

Receive initial [0ls

e Conduct management

meetings and site visits for
prospective buyers

Respond to ongoing
diligence requests

Distribute final bid letter
Distribute draft contract

Receive binding proposals

Close transaction



UBS resources for business owners
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Wherever you are in your business life-cycle, UBS can work with you every step of the way. We have a
broad range of solutions for business owners to help you toward your goals.

Financial planning

e Net worth calculation

e Cash-flow analysis

o Asset allocation advisory
e Liability management

e Education planning

e Retirement planning

o Exit strategy planning

Wealth transfer planning
e Succession planning
e Trust services

Estate and tax planning
Family gifting strategies
Charitable giving and
philanthropic solutions

Investment banking

e M&A advisory \
e ESOP advisory - &‘
e Capital raising

e Valuation services
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Corporate and retirement solutions

e Retirement plan consulting services

e Qualified and non-qualified plans

e Executive compensation benefits

e Employee stock ownership plans (ESOPs)
e Equity plan advisory services

Lending solutions

e Small business lending

e Commercial real estate lending
e Securities based lending

e Mortgages

e Aircraft financing

e Art financing

e Yacht financing

Risk management

e Key-person insurance

e Buy/sell agreements

e Life insurance needs analysis

¢ Disability income coverage
review

e Long-term care protection
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Let's start the conversation

A business transition is a complex event that involves a full range of
personal, business, wealth management and family concerns. Your
UBS Financial Advisor is committed to delivering the firm’s
resources, both financial and intellectual, to help you focus on
achieving a successful business transition.

Whether your transition is a few years away or a few decades away, it is
important to start thinking about how you want to live your future. Let’s
have a conversation to discover where you are today and how we can help
you fulfill your long-term goals.
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Important information

This material is intended for information and marketing purposes only: It is not to be regarded as investment research, a sales prospectus, an offer or solicitation of an offer to enter into any
investment or other activity. The general explanations included in this presentation cannot address your personal investment objectives, your financial situation as well as your financial needs.

Availability of described services and products: Please note that UBS retains the right to change the range of services, the products and the prices at any time without prior notice and that all
information and opinions indicated are subject to change. Certain services and products are subject to legal restrictions in some countries and cannot therefore be offered worldwide on an unrestricted
basis. Asset classes, asset allocation and investment instruments are indicative only.

Accuracy and completeness of information: Although all information and opinions expressed in this document were obtained from sources believed to be reliable and in good faith, no representation or
warranty, express or implied, is made as to their accuracy or completeness. All information and opinions as well as any prices indicated are subject to change without notice and the asset classes, the asset
allocation and the investment instruments are only indicative. Information displayed in this document may be referring to your personal situation as known to your UBS client advisor at the present time. Please
note that UBS is under no obligation to revise this document or inform you otherwise should your personal situation change or should other employees of UBS be or come to be in possession of other or
additional information.

Separate agreements and further documentation: Some products and services mentioned in this document may require agreements to be signed. Please note that only the terms and conditions of

such specific agreements apply to these products and services. We kindly ask you to carefully read such agreements and revert to your UBS client advisor in case of unclarities. Please also consult further
documentation on specific products and services mentioned in this document.

Legal and tax advice: We recommend that you obtain appropriate independent financial, tax or legal advice on the implications of investing in or making use of any of the products and making use of
the services mentioned herein, including tax matters. Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal or tax advice and this
document does not constitute such advice. UBS further makes no representations as to the tax treatment of assets or the investment returns thereon both in general or with reference to your specific
circumstances and needs. You should obtain independent tax advice on the suitability of products, assets or instruments before investing and as you may consider appropriate.

UBS's role: At any time UBS and other companies in the UBS group (or employees thereof) may have a long or short position, or deal as principal or agent, in relevant securities or provide advisory or
other services to the issuer of relevant securities or to a company connected with an issuer.

Use of this information: Source of all information is UBS unless otherwise stated. UBS specifically prohibits the redistribution of this material in whole or in part without the written permission of UBS and
UBS accepts no liability whatsoever for the actions of third parties in this respect.

Investment risks: Please be reminded that all investments carry, depending on their nature, a degree of risk. Some investments may be subject to sudden and large falls in value and on realization you may
receive back less than you invested. Some investments may not be readily disposable since the market in such securities is illiquid and therefore identifying and quantifying the risk to which you are exposed may
be difficult. You should consult your UBS client advisor on the nature of any specific investment you are interested in and carefully consider whether such investment is appropriate for you before making
any decision on an investment or transaction. For further information on the risks of specific types of investments and transactions we refer to the brochure "“Special Risks in Securities Trading” and the
document “Additional Risk Information” previously sent to you. Please ask your UBS client advisor for further copies of these documents if you deem necessary. The information contained in this presentation on
specific investment opportunities or on investment strategies and asset classes in general is in abbreviated form. It is not intended to provide the sole basis of an evaluation of an investment and should not be
considered a recommendation by UBS that an investment is suitable for you. UBS shall have no responsibility for the performance of investment instruments or an asset class selected by you and shall assume

no liability for the selection and decision you may take.

Risks of investing in funds: Investments in Funds bear specific risk that can be substantial. The market exposure inherent in units of a Fund is closely related to the underlying instruments the Fund is invested in.
Investments in funds may be subject to sudden and large falls in value and on realization or (in case of default of the fund) on the winding-up of the Fund the investor may receive back less than invested, lose the
total amount invested or may be required to pay more. Some investments may not be readily realizable since the market in the securities is illiquid or because of minimum holding periods and therefore valuing the
investment and identifying the risk to which the investor is exposed may be difficult to quantify. It may thus be difficult for an investor either to sell, transfer or realize the investment or to obtain reliable information
about its value or the extent of the risks to which it is exposed. Should substantial redemptions be made at the same point of time, this could negatively impact the investor’s redemption rights (illiquidity/exit risk).
The above is not an exhaustive list of risks of investing in a fund. You should take any investment decision only upon the basis of a fund’s current and complete legal documentation. We further advise you to obtain
independent legal advice when considering an investment.

Important information about advisory and brokerage services

It is important that you understand the ways in which UBS Financial Services Inc. (UBS) conducts business and the applicable laws and regulations that govern the firm. As a firm providing wealth management
services to clients, UBS is registered with the U.S. Securities and Exchange Commission (SEC) as an investment adviser and a broker-dealer, offering both investment advisory and brokerage services. Though
there are similarities among these services, the investment advisory programs and brokerage accounts UBS offers are separate and distinct, differ in material ways and are governed by different laws and
separate contracts.

It is important that you carefully read the agreements and disclosures UBS provides to you about the products or services offered. While UBS strives to ensure that these materials clearly describe the nature of
the services provided, please do not hesitate to contact your Financial Advisor team, [insert team name], if you would like clarification on the nature of your accounts or services you receive from us.

For more information, please visit our website at ubs.com/workingwithus.

© UBS 2018. All rights reserved. UBS Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.
IS1800359 Exp: 2/28/2019
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