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The Ultimate Exit Strategy
for the PrivateBusiness

Are you interested in getting some of your
investmenobut of your company without any
taxconsequences?

Are you interested in starting the retirempricess?
Do youhavea plan for retiring, passing your
company on to the next generationguen

selling your company to an outsigarty?

Wouldyou like to sell your company and pay no tax
on the gain, while significantly reducing estate taxes?

Did youknowthat your company can purchase your
stock and fully deduct the entire purchasee?




Enployee Sock Ownersnip Flans

The Ultimate Exit Strategy and Financial  Tool

Empl oyee Stock Ownership Plans (ESOPs) are a pow
finance. Like any other sophisticated financial tdmwever,ESOPs must be planned and
structuredproperly.

Experience Counts inESOPDesign and Implementation

ATI Capital Group of Colorado, LLCATI) is a leader in the design and implementation of
ESOPs.Our experiencespansmore than twentyfive years, with numerousplans being
implement ed. Our emphasiss placedon creativity in the planningandstructuringphaseto
producemax imum benefits for the company and the sellgigreholder.

ESOPs can provide unparalleled financial benefits when applied properly 4feresdeds

and goals within todaydés corporate environment.
growing through acquisition, building capital, planning for management succession and own

ership transfer or reducing the cost burden of employee benefit packages, ESOPs deserve

careful consideration by companies as a tool for future success and s@yarg

What isan ESOP?

An ESOP is a Qualified Plan under the Employees Retirement Income Security Act of 1974
(ERISA). (See Sections 401(a), 4975(e)(7) and 501(a) of the Internal Revenue Code of 1986,
asamendedandSection407(d)(6)of ERISA, 1974.)Wha you cando with this powerfultool

of personal and corporate finance is nothing shogroézing.

An ESOPis adefinedcontribution tax-qualified planthathastwo distinguishingfeatures(1)

An ESORP is allowed to invest exclusively in the stock of its sponsoring company and (2) an
ESOP can borrownoney.A sponsoring corporation can contribute cash or stock to an ESOP
onatax-deductiblebasis,jncreasingcashflow. Ownersof privately-held corporationscansell

all or partof their stockto anESOPfor full Fair MarketValue,oftencompletelyavoidingcap

ital gains tax on theransaction.
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4 powerful Reasons to ConsiderESO P

DIDYOU KNOW you can sellyour companystockto anESOPand payNO TAX onthe

transaction? h a tightlsAn ESOPprovidesthe only way underthe U.S. Tax Codeto sell
highly appreciated company stock and totally avoid capital gains tax dratigaction.

This is the ultimate exitstrategy!!

DIDYOU KNOW you can actuallypurchasesapitalgoods withpretax dollars, if structured
through an ESOP? Think of the competitadvantage.

DID YOU KNOW you canpurchasenothercompany with pre-tax dollars,if structured
through an ESOP? That means youol |l bcempayi ng
pany.Compare that to the normal aftix cost of approximately $1.52 (based on a 34% fed
eral marginal taxate)!

DID YOU KNOW you canrefinanceexisting debtthroughan ESOPandfully tax-deductprin-
cipal andintereston the repaymentf the debt?Soundtoo goodto be true?But it is true!

That s t heEES@Power of an

Benefits for the Shareholder

1. Taxdeferred (deferred permanently, if structured properly) transaction on the sale of
stock to an ESORorpprations). owner s of 6CO
Seller obtains top dollar, controlling interest value on the sale of stock ES&P
Shareholder can sell stock and remain in effeatiwetrol.
Seller obtains additional annual incothge toinvestingpre-tax dollars.
Seller diversifies investments (all of the eggs are no longer in the conjpakgt).
Seller obtains liquidity and flexibility for estaf@anning.
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Seller has control over the sale of his/her stock and the orderly transfer of management
responsibilities.

Structure of the Typical ESOPTransaction

Collateral
- QRPs
(Secl042)

stocks &bond

ESOP transactions can be
structured in differentvays,

depending on the goalhis
schematic shows the basic
componentsof a typical
ESOPtransaction.
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Benefitdor the Corporation

Corporation obtains 100% deductibility BRINCIPAL and interest on an ESOIBan.
Corporation can fully deduct DIVIDENDS paid to reduce ES@xbt.

Corporation experiences increased cash flow due to the deductibility of principal on an
ESOPloan.

Collateral for the ESOP loan is created outsidedtigoration.
Corporationgngagingn ESOPtransactionsftenobtainpreferredermsonESOPloans.

The selling Sharehol deroés retirement is
company from the burden of funding retireméenefits.

7. Corporationcanoftenexperiencencreasedashflow dueto thepossiblereductionin the
sel | er 6 s-providadpompeasationo n

Ability to attract and retain productivemployees.
Creates a takever defense by means of a friendly votinigck.

10. Ability to give employeegquityin thecompanywith no paymenwontheir part,onatax-
deductible basis to theorporation.

11. Corporation, can refinance existing debt on adaductiblebasis.

12. Corporation can merge with or acquire another corporation usingollars.
13. Corporation can purchase capital goods usinggxealollars.

14. In some circumstances, corporation can recover taxes paid in prep@dass.

15. Corporation can increase its net worth and appraised value by rolling over existing qual
ified plans into arESOP.

16. Creationof aquastpublic marketfor Corporatestock- similarto goingpublicinternally,
employee$aveaputoptionandamarketfor their Companystock.Thisincreasesnorale.

There isa substantial tax benefivailablein all ESOP transaions! With proper structuring,
the earnings from an 6S06 CorporationTaxtan

funded

be

parti
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ESOP transactions are highly sophisticated and require the accomplishment of literally scores
of tasks for successful implementatiénT | iriesnal checklist consists of 249 individual tasks
to be accomplished by various teanembers.

ATI hasgroupedhll of thesetasksinto 16 Stepgo a SuccessfuESOPTransactionThesebasic
building blocksarepresentedo helpbuild knowledgeandunderstandingf all theteammem
bers involved in an ESOfPansaction.

16 ESOPSteps Team Members
1 Analysis of ESOP Pr@ualification Form ATI
2 Comprehensive Meeting with Potent@lient ATI - Attorney- CPA
3 FeasibilityStudy ATI
4 Comprehensiv&/aluationStudy -
5 Lender Negotiation an8election :
- - - ATI - Client- CPA
6 Analysis of Existing Qualified Plan (gny)
. ATI - Attorney
7 ESOP PlarDesign
8 DocumentPreparation Attorney
9 Repurchae Liability Study AttorneyATI
10 Funding Analysis of Repurchaebility ATI - Client- Insurance
11 Initiation of BankFinancin Professigl!
9 ATI - Client

12 Qualified Replacement Propemygsessment
13 Implementation oESOP

14 Third Party Administrato(TPA) Selection
15 EmployeeOrientation

Broker - Client - CPA ATI -
Attorney- CPAClient- CPA
ATI - Attorney- Client

16 OngoingSupport ATI - Attorney- TPA- CPA




Theldeal Candidate foran ESOP

Is an ESOP for you? If the most of the following describes your company, the answiee may
Y ESHE
A corporationCofpg.Cé Corp. or 0S50
Corporation has unused debt capacity (not heavilyeibt).
Corporation is profitable and can easily cash flow additional ESOP acquidiiomn
Corporation pays taxes at or near the top mardinatket.
Corporation has been doing business successfullgtfieasfive years.

Corporation has payroll of at least $1,000,000, excluding shareholders and famdy mem
bers employed by theompany.

Corporation doing business in solidlustry.

Majority shareholder interested in sharing equity ownership with egrapin order to
attract, retain and reward productiemployees.

Corporatiorhasstrongsecondarynanagemertapableof takingoveranddesiringto doso.

Corporation or majority shareholder desirous of buying out minority sharehold&s on
deductiblebasis.

Management interested in making acquisitions or purchasing capital goods on tax
deductiblebasis.

Corporation wanting to refinance existing debt, resulting in theléakctibility of both
principal and interest on the nedebt.

Corporation wantingo block a possible takever attempt by creating a friendly voting
block.

A thinly-traded public corporation wanting to expand its stock ownership among its
employees and provide an excellent employee beplatit.

A public corporation wanting to go pate or sell off adivision.

ATIProvides Unparalleled Service and  Expertise

ESOP design annplementation.
Strategigplanning.

Quialified valuations of ESOBompanies.
Financialconsulting.

ESOP financing andegotiations.

Lendereducation.

Project management of entipeocess.

All team members required to implement a succeS&0OP.
Technical strategies to accomplish stagedls.
Repurchase liabilitgtudies.

Employee education on an ongoibgsis.

Ongoing support (the most important of aarvices).




Services$or ExistingESOPs

A T | étensive experience in the design, development, implementation and valuation of
ESOPsasprovideda uniqueskill setto aid clientswith existingESOPsIf youhaveanexist

ing ESOP and have questions, issues or problems needing attention, we are y&iop one
source for help. A few of the issues with whighl can assist you in your existing ES@¥re:

Whatdo| dowhenour ESOPloanis nearingpayoffandnearlyall of thesharedhavebeen
allocated? Where is the benefit for new employees comirgpand?

The I RS has ruled in a PLR that only contri bu
Corporation ESOP can be used to pay down acquisition debt. Our shares are fast becom
ing allocated. What do weo?

OQur ESOP previously acqui angdutstardlitig smdkVet he compan)
arenowreadyto acquiretheremaindeiof the stock.How dowe go aboutthistransaction?

Having Trustee problems? CAII.

Circumstancebavechangedonsiderablsinceimplementingour ESOP Forvariousrea
sons, we now want to discontinue 880P.How do we go abouhat?

Wehaveneverhada Repurchaseiability Studyor properlyplannedor theemergindia-
bility emanating from th&SOP What do wedo?

Our bank is claiming thaw e 6breaching our loaagreement covenants due to the-spe
cial ESOP accounting requirements under SOB.9&hat do wedo?

Wear e now a 6Cd Corporation, but hehange heard t hat
to an 6S6 Corporation f or <4énecapitahgdainsissuex benef i ts
associated with that technique? Is this the wise thingot®

Does our ESOP hinder or help with regard to my personal gdteteing?

Many of our shares amow allocated. In what circumstances are our employees allowed
to vote their allocatedhares?

Incentive Packages for Executives

When ratable stock ownership among all employees is not endiighyill design special
executive stock packages outside BEffOP.These special stodikased incentive plans are
meant to provide additional incentive to top management following the implementation of an
ESOPOur plans are designed to attract and retain exceptional talent ircgoyrany.

The Team

ATI providesall the professionaleamMembersandall of theservicegequiredto designand
implement your successfEISOPThis is why we are unique in thedustry.

ProjectManager/Consultant - Valuation Firm- Company
Attorney for ESOP - Repurclase Liability Study Consultant
Attorney forCorporation - Transactional rustee

Valuation Firmi ESOP




TheTruth AboutESORProfessionaFees

The Problem

There are ESOP provider s whlillofgabdsratherthamand sel | i ng t hje
completeESOP Their favorite trick is to quote a price that includes only a small portion of
the total services needed to fully install a new ESOP in a sponsmwingany.

Their second favorite trick is to convince the unaware and trusting client that they do all of
the tasks necessary to fully install BBOPWell, W K H\ GRtQefiidre, they will tell the
client that all those other tasks and services areaugissaryWell,theyare! If you run

across one of these groups that claim to RdhveeESOP Solutigrdo the following:

Require that the group claiming to haMiee Solutiorpresent a written quote detailing
each and every work item covered for tHeie.

TheReal Solution
Now take a look at wha&kT] brings to thetable:

An experienced Project Manager, with many years of deep ESOP experience, using
a checklist containing 249 separate work items, manages each projetea@ur
manages and processes each engagement from start toVviieida.it all, and we do

it on time, within budget, with excellence, and with NQrprises.

Retain all professionals necessary to successfully complete the project:
A ProjectManagefConsultant
A Law firm representing theESOP
A Law firm representing th€ompany
A IndependenValuatorrepresenting thESOP
A Independenvaluatorrepresenting the Company
A Repurchase Liability Study Consultant
A IndependenTransactional rustee

The Client pays one established and quoted fee, which pays ALL costs and ALL

professional fees required to instal ESOP No hidden charges; no added costs;
surprisesWebelieve our fees to be among the lowest in the industry, while using the
most experienced and qualified professionals iriridastry.

Bringing All the Piece$ogether
RonJ.Lint,ASA

ATICapital Group of Colorado, LLC
-




