succession strategies and how to maximise value
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Succession strategies.
Basics of Valuations.
Improving Value.
Minimising tax.
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Types of Succession
Retirement
Family transition
Management Buy-Out
Trade Sale

Management Succession
Shareholder Transition
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= the price that would he negotiated
between

- knowledgeahle & willing hut not anxious huyer &
- knowledgeahle & willing hut not anxious seller

= [n an open and unrestricted market
= acting at arms length
= Within a reasonable time frame



What is value?

Fair Market Value

Value v Price

Business v Entity
Valuation Methodologies
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Cashflow hased
Discounted Gash flows
Business Value = FME / cap rate
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Past only an indicator of future
Normalise

Related Party Transactions
Gommercial Remuneration
Unencumhered Basis

w0
o
8
C
-
Q
@
v
‘
O
@)
O
2
M®
-
5
>
¢
-




w0
o
8
C
-
Q
@
v
‘
O
@)
O
2
M®
-
5
>
¢
-

Inverse of Gap Multiple

start with Risk Free Rate
Required Rate of Return
Risks / Threats
Opportunities / Strengths
What ROl would you require?
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Business Value
FME / cap rate

Rule of Thumb Valuations



Entity Value

ldentifiable Intangible Assets
Working capital requirements
Funding / Liabilities

surplus Assets
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How then can we Improve
the value of your
husiness?
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not your a

Business Value = FME / Cap Rate

3150 000 = $75,000 / 50% t2x muttipie)

3400,000 =$100,000 / 25% tax muttipte:
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Reduce unnecessary expenditure
[forgo the tax deduction)

Don’t deal with loss making customers
Maximise staff productivity

Review depreciation rates

Isolate directors henefits
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systems and Procedures — document.

Reduce Reliance on key customers & suppliers.
Protect your IP —-register.

strategic Plan - blue sky does sell.

Lock In key Staft.
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Gorrelation hetween good governance
& a valuahle husiness.

Board Meetings.
Advisory Board.
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Income Tax

Retained profits

Capital gains tax (CGT)

Small Business CGT Concessions
stamp Duty
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Advantages of Super
seli-managed super?

small Business GGT Goncessions
Accessing Super

Retirement or new venture?
Investment strategies
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Accessing sale proceeds
(when does tax stop3)

Gompany v Unit Trust v
Discretionary Trust v Individual



90% CGT discount

90% Active Asset discount

small business rollover - 2 years +
Retirement exemption - Super

10 year exemption

siperannuation — SMSF
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Tax deferment thow far can it go)
30% V 46.9%

Personal low rate thresholds
Stamp duty savings —take a cut
GST impact - funding or not claimahle
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Tax savings - cash in hand?

Net sale proceeds

less:

90% General CGT Discount > 12
months

less:
90% Active Asset discount

"Taxable Income”
Tax Paid @ 46.9%

Revenue Capital
S S

9

1,000,000 1,000,000 1,000,000

- 200,000 500,000
1000000 500,000 500,000
- - 230,000
1000000 300,000 250,000
- - 230,000
1,000,000 500,000 -
465,000 232,500 -
939,000 767900 1,000,000



What else should
you he thinking
about?

w0
o
8
C
-
Q
@
v
‘
O
@)
O
2
M®
-
5
>
¢
-




NOt your average ‘\3 @ e~V counters

Business Improvement Services
Accounting & Tax Services
Superannuation

Complex Tax

Audit & Assurance

Estate Planning

Valuations

Litigation Support

Probity Services

Real Estate Industry Services
Indigenous Business Services
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Slides will be available at
www.uhyhnbrishane.com.au.

Upcoming Seminars:
Year End Strategies for Super
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Liability limited by a scheme approved under the Professional Standards Legislation.



