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The Cincinnati Business Courier recently sat down with four of Cincinnati’s top business
advisors to talk about the trends and what’s happening in the market. Publisher Jamie
Smith moderated the panel, and the discussion covered a variety of topics. Read on as
we hear from Carol Butler, president, Goering Center for Family and Private Business,
Jason Katz, wealth advisor and principal, Bartlett Wealth Management, Dino Lucarelli,
managing director of Capital Tactics Inc. and Sonya Jindal Tork, partner, Taft Law

Good morning and welcome.
Hello, I’'m Jamie Smith, the
1] publisher and president of
the Cincinnati Business Cou-
rier. I want to welcome you
to our Business Succession Planning
Forum. Today, you are going to hear a
lot of excellent information from our
great panel. I recently read that about
30 percent of family businesses ever
make it to the second generation. Ten
or 15 percent of them make it to the
third generation, and only three to five
percent of them make it to the fourth.
It did, however, say that many of those
are sold or merged into other busi-
nesses, so they are not complete fail-
ures, they just haven’t gone through
the family transition. Additionally,
according to the Conway Center for
Family Business, 40 percent of fam-
ily business owners expect to retire at
some point, but of those that are plan-
ning to retire in less than five years,
less than half of them have selected a
successor, which I think is an interest-
ing point. So, whether retirement is 30
years away, just over the horizon, or
it’s not in your game plan at all, I think
a succession plan is vital to ensuring
the continued success of your business.
So, I hope today from our panel, we are
going to find out a lot of these helpful
tips and hear about some of the types
of plans you should have, and what we
should be ready for.

I don’t want to go any further without
thanking our event sponsors today -
Bartlett Wealth Management, Capital
Tactics Inc., The Goering Center for Pri-
vate and Family Business, and Taft Law.

Now if you would, please welcome our
panelists this morning, and when I in-
troduce you, if each panelist would just
give a brief, self-introduction, and we’ll
begin the program with questions. First
to the screen, I'd like to bring in Carol
Butler, president, of the Goering Center
for Family and Private Business.

CAROL BUTLER: Great, thank you, Ja-
mie. It’s always a pleasure to meet with
you and to have this august audience
out here in our virtual space, today. It’s
an honor to talk about family and pri-
vate businesses, and of course, it’s what
we do hear at the Goering Center. We
are North America’s largest university-
based program of our kind, and we have
over 400, closely held, family and private

businesses that we work with. We are 32
years in the making, - John Goering had
great vision when he started this orga-
nization, and we continue forward, hon-
oring his legacy. The Center’s mission is
all about nurturing and educating family
and private businesses to drive a vibrant
economy. I was fortunate to have roots
in family business a long time ago, then
I went the corporate path for 31 years
with International Paper. Then, in 2013
I became a volunteer here at the Goering
Center, and I always joke with people,
saying, ‘be careful what you volunteer
for, because this could happen to you.’
So, thanks for having us here today.

COURIER: Absolutely. I know it was sad
we lost John this past year, but I don’t
think you’d ever find a man more pas-
sionate about helping family and pri-
vate businesses than John Goering, and
his legacy will live on for a long time.
So, thank you for carrying that on. Next
up is Jason Katz. Jason Katz is CFP, CPA
and CEPA. He is a wealth advisor and
principal at Bartlett Wealth Manage-
ment. Welcome, Jason.

JASON KATZ: I’m Jason Katz. Again, I’'m
a wealth advisor and principal at Bartlett
Wealth Management. We are a wealth
advisory firm. We are based here in Cin-
cinnati with offices in Cincinnati as well
as Chicago, and I serve current and for-
mer business owners, specifically spe-
cializing in income tax, and estate tax
strategies. Ultimately, I work to help my
clients understand their full financial
pictures and help them to achieve their
financial goals I appreciate the opportu-
nity and look forward to the discussion.

COURIER: Excellent. Thanks for join-
ing us, Jason. Next up is Dino Lucarelli,
managing director of Capital Tactics
Inc.

DINO LUCARELLI: Welcome to all the
attendees. I’m pleased to be able to ad-
dress this group and share some of the
information that we’ve garnered over
the last 40 years of business. By way of
introduction, I spent the first 20 years
of my career in very large organizations
here in the Cincinnati market, includ-
ing Federated Department Stores, Kao
Brands, and Sun Chemical. For the last
20 years, I’ve been heavily focused on
assisting businesses going through tran-
sition, whether it’s a buy, a sell, a capi-
tal raise or a makeover, and recently, we

founded Capital Tactics Inc., whose mis-
sion is essentially to assist companies
going through those transitions — buys,
sells as well as capital raises. The point I
would like to make to this group is buy-
ing or selling a company doesn’t start
the day you put a stake in the ground
and say let’s go find something or let’s
sell something. It starts well in advance,
and I think in this panel discussion we’ll
address some of the things that sellers
need to do from a succession plan per-
spective to optimize their value.

COURIER: Excellent. Thank you. You
bring up some very valid points from
the start, so I can’t wait to get into that.
Last but not least, we have Sonya Jindal
Tork with us. Sonya is a partner at Taft
Law.

SONYA JINDAL TORK: Thanks, Jamie.
I'm excited to be here and thank you
for having me as part of today’s discus-
sion. I’'m a partner at Taft Law, which
is a full-service law firm with offices in
Ohio, Kentucky, Indiana, Minnesota and
Chicago. I'm a Cincinnati native and I've
been with Taft Law for 14 years. I focus
my practice in all aspects of tax, estate,
and charitable planning, and I also do
quite a bit of tax controversy work and
represent clients in IRS audits and ex-
aminations. So, thank you again for hav-
ing me and I’m looking forward to the
discussion.

COURIER: Excellent. I want to thank you
all in advance for bringing your exper-
tise and knowledge in this area. We are
going to get started and Jason, I'm go-
ing to pick on you first. Dino, led in with
this when he said you shouldn’t wait
until you’re ready to sell to start the
succussion, so when should a business
owner start thinking about planning for
succession? Is there a magic time?

KATZ: 1 think the short answer is as
soon as possible, so Dino hit the nail on
the head. It’s really trying to understand
what are the ultimate goals of the busi-
ness, and understanding that businesses
do have a life cycle, and understanding,
and thinking about what is the ultimate
goal for this business? Is it to transition
it to a family member? Is it to transition
it to your management team, or even a
third-party sale, and the sooner you un-
derstand that the future value of your
business is really related to its ability
to function without you as the business
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owner, the better you can prepare for the
future. So, it’s kind of a backwards thing
to think about, but once you understand
that and you have that management
succession in place, you can’t start soon
enough.

COURIER: Dino, since you threw this
question at us in your introduction, do
you want to add to that?

LUCARELLI: Sure, Jamie. Some of the
things, specifically, that business own-
ers need to consider prior to going to
sale are s my organization ready? Do I
have the right management team? Do I
have customer issues? Do I have vendor
concerns? Is my plant equipment up to
speed? Buyers do not want to walk into a
house that is a mess. They want to walk
into an organization that has a robust
management team, strong plant equip-
ment, good IT infrastructure, a diversi-
fied customer base and happy associates.
So, when you go through a checklist of
things, which we do, you oftentimes find
some of those holes in the organization
that you want to shore up in advance.
It’s hard to do it on the fly, once you’re
for sale, and if those holes are found
by buyers, you’re looking at a discount.
That’s not the optimal situation for
business owners.

COURIER: Okay, great. Carol, I know of-
tentimes with family business, it may
be assumed, or it may be that some day
this is going to be the son or daughters’,
or niece or nephew, or grandchildren’s
business, do you see that there is a plan,
often, with family businesses? Or do you
see them start soon enough is the ques-
tion I’'m really asking?

BUTLER: Well Jamie, there are two
thoughts about that. They always talk
about when’s the best time to plan to
plant a tree, and it’s 20 years ago, and
what’s the second-best time? Now. So,
some people believe you really ought to
begin thinking about where you want
this business to go from the day you
start it up. So, I think some families,
no surprise, are well thought out, and
have things well planned, and they’ve
been talking at the dinner table for years
and years. Kids worked in the family
business, and they had a chance to go
work for somebody else and come back.
There’s sometimes a long planning pro-
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cess, where in their family charter,
they even have the rules about if
you want to work here, you have to
go somewhere else, get promoted,
and then be able to come back and
go through the interview process to
be considered for a role. So, it’s the
idea that there’s no sense of enti-
tlement. For other companies, they
see it very clearly - the succession
is going to be about my children.
The hard surprise, sometimes, is
when the kids aren’t sure that’s
what they really want to do. We find
when we have these families in Next
Generation Institute, sometimes at
the beginning of the program, a son
or a daughter may say, ‘I’m abso-
lutely all in,’ and at the end change
their mind, and vice versa happens
as well, where they’re not so sure
about it and then they start to get
into the intricacies, the excitement,
and they see the other families, and
their businesses, and they come in
to wanting to be part of the future.
So, it can be all over the board, but
the more you can have great con-
versations, early on, about every-
body’s interests, that’s the won-
derful opportunity.

COURIER: Right. I love that answer,
20 years ago, and if you didn’t do it
20 years ago, start it today. That’s
great. Dino, I want to jump back to
you. Oftentimes, business owners
receive unsolicited inquiries and
calls about people that want to be-
come buyers of their organization.
What is the best way for an owner
to decide if it’s real or not? What
should they be looking at?

LUCARELLI: Today’s world is so
easy to poach anybody else as we
know. You want to know the cre-
dentials of prospects, and whoever
is reaching out to you. When a typi-
cal business owner gets an inquiry
from someone they don’t know,
the first thing I would ask is give
me your background. Who are you?
Why are you reaching out? Are you
reaching out for yourself? And the
second thing I’d ask really fast is
show me something that demon-
strates that you have the finan-

cial wherewithal to do a deal. Like
a financial statement, or a copy of
your bank statement. That sounds
aggressive, but it’s very aggressive
for businesses to reach into other
businesses unsolicited. So, if you
don’t feel comfortable doing that,
then, obviously, there’s people like
lawyers and advisors, like our-
selves, that we run the front game
for business owners, so that we
find out about the credentials and
validate a prospective buyer. It’s
not uncommon at all for us to ask
prospective buyers to demonstrate
their financial wherewithal through
looking at their financials, balance
sheets, audited financials, and any
other deep documentation. That’s
the right way to go. You want to
be very careful. A charlatan may be
posing, who may be a competitor,
or somebody wanting to get into
the business, using that informa-
tion for their own benefit, having
no intention of wanting to buy your
company.

COURIER: Sonya, I’m going to jump
over to you. Is there anything when
you’re representing clients that
you think are the dos and don’ts
for somebody? Maybe they’re not
even considering selling, but all
the sudden, they get that call from
an interested buyer that’s throw-
ing some big dollar signs around.

JINDAL TORK: Yes. I think when
you get that call, it’s important to
think about it from a tax planning
perspective, how that’s going to
work, and what tax consideration
should be taken into account, and
make sure you have all your advi-
sors together, early on, to ensure
you’re thinking through whether
a sale now makes sense from a tax
perspective, or are there going to
be changes on the horizon with tax
legislation, or inflation? Should I
wait? And you can work with your
financial advisors and other ad-
visors to do some modeling, and
think about whether a sale now, or
waiting makes sense.

COURIER: Yeah. I have to think that
there are so many elements that go
into it, especially in Dino’s situa-

“Don’t be afraid to interview, and interview

hard, to get the right people who can come

in and help you, - they can be significant on
the trajectory of the future. ”

CAROL BUTLER
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tion where they may not have even
thought about selling. It’s kind
of like that beautiful house in the
housing market that we have to-
day, where somebody knocks on
your door, and says, ‘hey, I want to
buy your house.’ Well, I never even
thought about it, so you haven’t
looked at anything. So, that’s great
advice from you, Sonya. Jason let’s
talk about a little bit about personal
financial and succession planning
mistakes that you see small busi-
nesses making.

KATZ: I think the first thing that
we see is the business owner wait-
ing until they have a letter of intent
in hand, before they start to think
about the planning in and of itself,
and how that business transaction
fits into their total wealth picture.
As Sonya alluded to, there’s plenty
of tax strategies that can be em-
ployed, but the vast majority of
them have to happen before a let-
ter of intent is signed. So, putting
together a comprehensive finan-
cial plan ahead of time, and really
understanding how do you define
success? So, it’s not just about
what’s the number that you’re go-
ing to get. That’s important, but
how else do you define success?
What does life look like after the
business exit for you, and what are
the other non-financial aspects?
So, not really understanding or
being intentional about that plan-
ning beforehand is one of the most
common mistakes. I think the oth-
er one that comes to mind is re-
ally having the right team in place.
So, typically, we all think about
the current team that’s in place
and saying the team that got me
there might be the team that can
take me across the finish line, and
maybe that is true, and maybe, it’s
not. The thing to remember is that
this is likely the largest transaction
of the business owner’s lifetime.
So, being intentional, seeking out
great advice and great advisors,
and putting that team together,
who works together on your behalf
to put together these strategies and
really understand your goals, and
how we can employ those strate-
gies to achieve that.

Carol
Butler

President,

Goering Center
for Family &
Private Business

Carol Butler is presi-
dent of the Goering
Center for Family
and Private Business,
North America’s
largest university
based educational
center serving more
than 400 closely
held businesses. The
Center’s mission is to
nurture and educate
family and private
businesses to drive

a vibrant economy.
Members receive
real-world insights
that enlighten,
strengthen and
prolong family and
private business
success.

Carol is a former
Fortune 500
Executive with 30
years of experience
successfully leading
profitable, global
businesses within the
manufacturing and
distribution indus-
tries. As she stepped
into her second
act—management
consulting, executive
coaching and board
service —she also be-
came a volunteer at
the Goering Center.

This volunteer experi-

ence transitioned

to her current role

as president of the
non-profit organiza-
tion that is affili-

ated with the Lindner
College of Business
at the University of
Cincinnati where she
has also served as an
adjunct professor.
Carol - having grown
up in a family busi-
ness —is dedicated
to making a distinct
difference in the
success of the family
and private business
member companies
and in the Greater
Cincinnati region.
Carol serves on the
Life Learning Center
Board along with

3 for profit boards
—Wright Brothers
Global Gas, RB Tool
& Manufacturing and
New Riff Distillery.
She is a member of
the National Asso-
ciation of Corporate
Directors.

COURIER: Excellent. Carol, often-
times, when you’re talking about
business succession, it can be a
fraught experience. What would
you say is the most effective way
to have those tough conversations?
As you mentioned, sometimes a
child or grandchild may go into it
thinking they want to be part of
the business, and sometimes, they
think they may not. What’s the
best way to have that discussion?

BUTLER: We talk about commu-
nication and trust being two criti-
cal components of how this whole
process can work really well or not
work well. When we do the analysis
and say what’s the number one rea-
son that businesses don’t success-
fully go forward it isn’t about lack-
ing strategic plan or not having a
capital plan, or even where the next
hiring opportunity is, it’s a lack of
communication and trust. Hence,
the idea of communication is so
important. We weave it into a lot of
the programs that we do, and one of
the quotes I always like to share is
from George Bernard Shaw, “That
the greatest problem of communi-
cation is the illusion that it has been
accomplished.” I find in families,
you hear what you want to hear,
but you don’t hear the whole thing,
and that goes both ways. That can
be the first generation, second or
third. So, just trying to open up and
have tough conversations starts
with listening and that is the most
powerful thing and the sincer-
est form of respect for each other.
Sometimes, you have to give up the
need to be right, and so often family
dynamics, where somebody’s been
the parent all the time, now they
have to look at these generational
kids coming up who could be their
heir apparent to running the busi-
ness, so the ability to be able to treat
them with respect and allow those
next generation, or wherever the
family member is coming from - it
could be a cousin, niece or nephew,
- to really listen. Sometimes, when
you let go of the need to be right,
you learn something. We’ve talked
about reverse mentoring in a lot of
situations. We can learn a lot from
those who are younger than us,
whether we are related to them or
not. Then, focus on finding ways to
improve the things that are in the
way, and I think it’s a long jour-
ney. It’s a long planning cycle, so
find the right opportunities to have
conversations, and schedule some
regular meetings. You've heard
Jonathan Theders, of RiskSOURCE
talk about how he and his dad,
through their transition process
started having 6 a.m. breakfasts on
Wednesday mornings. At first, he
shared that Rick said, ‘you don’t
know anything about this busi-
ness.” We’ll meet again next week,
and maybe you’ll be a little smarter
next week, and then finally it was
like, ‘you actually do know some-
thing, and you’re coming along.’
Then, he became president, and af-
ter a while it was like, ‘you’ve got
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it, you know more than I do, and
now you should be CEO.’ They re-
cently shared that they had their
one thousandth breakfast meet-
ing and they’re continuing to do so
along into Rick’s retirement. What
a wonderful way to work through
the succession planning process.
Sometimes, they say it’s 90 percent
about the business and sometimes
it’s 90 percent family or personal,
but the dialogue that starts with
that journey and the intention of
listening and giving audience and
being willing to just hear what that
next generation may be all about. I
think it’s a wonderful gift, and just
to be able to stay focused and be
able to do reflective listening mak-
ing sure you understand before you
need to be understood. I could go
on and on, on this topic, as you can
tell. Communication, we think it’s
so easy, but it’s really complicated
at times. It’s one of those simple,
complicated things, and I do find in
some of these situations, if you can
stick with fairly powerful questions
like ‘what is it that you’re think-
ing about?’ and ‘what is it that you
want to do?” vyou stay away from
seeming judgmental or questioning
their why. So that’s what I would
encourage people to do, its constant
communication, and if you do that
well, you’re going to stay out of
conflict, or at least be able to get it
early in the process before it gets to
be an issue.

COURIER: Excellent. Dino, can you
add to that question?

LUCARELLI: I’m a little intimidated
to follow that, but one of the things
that we see happening more and
more for family businesses is the
creation of advisory boards, and
if you take a cue from the public
company market, where the SEC
compels public companies to have
a significant number of outside
advisors on their official board.
We have worked with a number of
companies to help them bring in
outsiders, independent outsiders,
because if you think about the fam-

“We are seeing a lot more activity
in the M&A world, and I think that the
tax proposals are certainly part of it. ”’

JASON KATZ

ily dynamic, a father-son, a father-
daughter, or a mother-son, and all
of the things that get wrapped into
that conversation having to do with
the personal life, business life, and
money; and oftentimes, what gets
clouded is the truth or the real-
ity. We have worked closely with a
number of businesses to help them
establish advisory boards and bring
in outsiders who are essentially,
independent. In one case, recent-
ly, we had a young, smart, tough-
minded CEO who was a successor,
but a little impetuous, and the fa-
ther was very careful not to step on
him, too much, but what we really
needed was a third-party advisor
to say, ‘look, wait a minute, let’s
level-set this’. So, I think one of
the ways, and we’ve seen this hap-
pen, that we can mitigate some of
this consternation, or gnashing of
teeth, so to speak in the family dy-
namic is to bring in outsiders and
put a board together that has an
agenda and has a meaningful set of
responsibilities.

COURIER: Great. We are going to
talk a little bit more about that in
some of future questions and I
think that’s great advice. Jason,
I’m going to jump back to you, and
talk about if you’re planning to sell
your business in a few years, may-
be not immediately, but in a few
years, is it worthwhile and neces-
sary to take a deep dive into your
personal wealth plan and how that
sale would affect it?

KATZ: Absolutely, and we touched
on this a little bit earlier, but it’s re-
ally doing that at the outset, look-
ing at your full financial picture and
how does the business currently
play into that, and then, how does
the business transition, whether
that be to family member or a third
party, how does that play into the
total wealth picture, and how does
it really effect these three areas —
your lifestyle goals, your charitable
goals and your legacy goals? And
there are certainly several strate-
gies that you can employ at the
outset, before any kind of transition
to help achieve those goals. So, that
total wealth plan really dives into

ADVERTISING SUPPLEMENT TO THE CINCINNATI BUSINESS COURIER | AUGUST 6-12, 2021

BUSINESS
SUCCESSION

the financial aspects of the tran-
sition, but it’s also important to
consider the non-financial aspects.
Carol touched on communication,
being open and talking about some
of these non-financial aspects of a
business transition, where you have
these business owners, who have
spent their whole lives building this
enterprise, and we are talking about
transitioning that either to a family
member, or maybe even to a third
party, and really reidentifying,
what is their identity and what does
life look like after the sale. So, that
is part of that full plan. There are
certainly tax strategies, and get-
ting the right people involved, like
attorney’s and cpa’s, and modeling
things out are super important, but
the non-financial aspect of this is
also important. It’s something that
I would stress.

COURIER: Excellent. Sonya, the
business owner may be ready to
make that transition, and set up for
financial success in the future, but
maybe he or she might not be quite
ready to let go of the business. Can
a business owner transfer owner-
ship, yet still maintain control of
the business?

JINDAL TORK: Yes, absolutely. One
of the most common barriers to
succession planning that we com-
monly see is owners struggling
with not wanting to give up control,
and others have touched on this,
but this is something you perhaps
have built from the ground up, or
have nurtured for many years. So,
inherently, it makes sense that it’s
hard to give up control. And con-
trol can come in different aspects.
It might be from not wanting to
give up decision making control,
or a fear of losing access to assets,
or perhaps, income generated from
the business. If the fear relates to
giving up managerial and deci-
sion-making control, one option
it to recapitalize the company into
voting and non-voting interests
and this allows the owner to retain
control of the interest in the busi-
ness through the voting units, and
then, they can begin transferring,
or gifting economic interests in

Jason
Katz

Wealth Advisor
& Principal,

Bartlett Wealth
Management

Jason Katz, CFP®,
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the business to the next generation
with the non-voting units. Another
option is to create a family LLC or
a family limited partnership and
transfer business interests into the
LLC. Again, the entity would have
two classes of owners, non-voting
members and voting members, and
the owner could make gifts of some
of the non-voting interests to their
children or their grandchildren, or
a trust that would be for the ben-
efit of them. And besides having the
benefit of not giving up control, one
of the tax benefits is the growth and
appreciation in the business inter-
ests contributed to the LLC are not
subject to estate tax, and the inter-
ests that are gifted can also qual-
ify for discounts for tax purposes,
which in effect reduce the overall
amount of lifetime tax exemptions
that you’re using, and it also allows
you to teach the younger generation
about the business, and consolidate
the management of the business
into one entity.

COURIER: There’s a lot of options
there. Dino, I know in Cincinnati,
it seems like over the last couple
of years, specifically, we’ve heard
a lot about the ESOP plan, the em-
ployee stock ownership plan, does
it make sense to be a part of these
succession plans?

LUCARELLI: It absolutely can be in
the right circumstances. There are
a number of criteria that would go
into that kind of conversation, but
an ESOP affords substantial tax
benefits to the seller. It also affords
the on-going entity the opportunity
to have the substantial tax oppor-
tunities. Further, and much more
operationally, an ESOP is a tremen-
dous recruiting tool for an organi-
zation, with talent being so scarce,
and the best talent being in such
great demand, when we can offer
equity from a great company that
has done an ESOP, an opportunity
for a new hire, whether it’s an entry
level person or a significant execu-
tive level position, an offer of equity
is a huge opportunity and benefit to
the company. So, yes, ESOPs are
becoming more and more preva-
lent, and very specialized, and a lot
of people have a misconception that
they’re prohibitively costly. They
can be costly, at certain levels, but
they are also many, many, many
reasons why an ESOP might make
sense for a succession plan.

COURIER: Excellent. Thank you.
Carol, Dino brought this up before
when we were talking about boards.
How important do you think it is to
have a board of advisors, or a board
of directors, and can you give us a
quick explanation? Is there a dif-
ference between the two?

BUTLER: It’s one of my favorite
topics, actually. I think Dino did a
good job, so we can launch right
into it. We consider having a board
one of the best practices of success-
ful family and privately held busi-
nesses. Oftentimes, we encourage
folks to think about a board of advi-
sors first, which is really based on a
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charter, and what is it that they want to
accomplish. Not all companies are ready
to step into having new bosses at the ta-
ble. So, a board of advisors when you re-
ally think about it, it’s the idea of a group
of people that advise the leaders and the
owners. Leaders and owners can decide
to or decide not to take their advice, so
there’s an aspect of a little bit of freedom
there. It’s designed to help the company
meet their strategic goals. Leaders and
owners ultimately still make their own
decisions, but the structure is usually a
non-binding, a little less formal and re-
ally can be a support for the leadership.
Now, when we think about people who
are ready to go to the next stage and
think about that as having a board of
directors, there are a couple of options
to think about. Some companies don’t
want to sell, but they really don’t want
to be running the business anymore,
the owners maybe want to shift, and
so we do see some trends toward fam-
ily-owned, professionally managed and
board-governed businesses, and in that
case, you’d want to consider a board of
directors. That board will oversee man-
agement, the leader is accountable to the
board, which is a life-changing experi-
ence for entrepreneurs that have never
reported to anybody, but they recognize
the need and the opportunity to do so.
That board, then, does have fiduciary re-
sponsibilities, usually then you have di-
rectors, and officers’ insurance for that
protection, but it’s governed by bylaws,
it’s a little bit more formal and it has a
few more rules, but it doesn’t need to be
stiff or overwhelming. You set up rules
like a capital project over 10 million dol-
lars requires board approval. The leader-
ship in the organization for their com-
pensation at a certain level, the board
would approve. So, it’s wonderful how it
raises the bar in a company. I recently
joined a board of directors that was the
first board a company here in town had.
They started the board last year, and
they are so excited about having a board.
We ended up having four people, because
they couldn’t break the tie on choos-
ing members. So, they have four people
at the table to help them through their
growth, direct some of the key decisions,
and I have to give credit to the company
as well - they have gone and done re-
search, they’ve done their homework
between meetings, and they’ve made a
tremendous commitment, so it’s a win-
win value exchange I would say, between
the board and the organization. I don’t
want to tip my hand completely, but one
of the exciting parts is some of the com-
pensation is in bourbon, so that’s all I'm
going to say about that. Clay Mathile up
at Aileron, his famous quote is always
“if T had a popcorn stand on the corner
of Third and Main, I'd have an outside
board.” That’s how valuable he thinks it
is, and, you know, we all need help from
time to time, and I've said often, my
worst decisions are the ones I’ve made
all by myself, and so why not bring in
some assistance and some help? And
this community is rich with people who
want to serve, and it isn’t always a big
price tag, it doesn’t have to be a big, ex-
pensive board, especially around boards
of advisors, but there are 10 thousand
baby boomers a day retiring, they need
something to do.

COURIER: Excellent idea. Carol, I'm go-
ing to stay with you for a minute. Both
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you and Jason have talked about how
important communication is, and of-
tentimes in a family environment, as
you said, communication is hard. You
may think you hear different things.
How important is it, or how helpful
is it to have that facilitator in the pro-
cess? So, somebody that’s hearing what
you’re both saying, and can kind of re-
peat back what you’re saying. How im-
portant is that?

BUTLER: Well, I think the fact that you
even asked it, highlights the point that
there is a need. If you think you need
help, you probably are way past the op-
portunity of the need for help. And it is
so beneficial to have a third party in the
room. We see it happen through boards.
We see it happen through round tables,
but it can also be somebody who is go-
ing to come in and be an internal advisor
to your organization, and while certainly
your law firm maybe has somebody, or
your accounting firm, or your wealth
management firm, they all can play that
advisory role, but there are people who
are truly specialists in this space, and I
think it’s beneficial to invite those folks
in to be able to sit at the table. We find
that the ability to manage conflict effec-
tively, and really begin to ask those tough
questions and engage, making sure ev-
erybody gets to be heard is invaluable.
So often, we don’t have the opportu-
nity to hear every voice at the table, or
as parents of children, or even longtime
business partners, it’s hard to ask the
tough questions. So, have a moderator,
a coach, or a facilitator. We have some
wonderful resources here in the city, and
I would encourage taking advantage of
those resources, and interview people
since culture and fit in those roles can be
incredibly important. So, don’t be afraid
to interview, and interview hard, to get
the right people who can come in and
help you, - they can be significant on the
trajectory of the future.

COURIER: Great. Alright, Dino, let’s talk
a little bit about value. Should compa-
ny valuations be based, specifically, on
multiple earnings, cash flow, and what
are things people should consider when
they look at that value?

LUCARELLI: The most important crite-
rion on which the value is based is the
future cash flow of any organization.
We do care what happened in the past,
but we care more about what’s going
to happen in the future. So, oftentimes
you have businesses that have done
reasonably well and continue to do well,
but maybe they’ve hit their spot where
they’re in a high growth mode. If you’re
in a high growth mode as an organi-
zation, and you can demonstrate that,
you want to value your business using
a discounted cash flow model, which is
looking forward. When you use a multi-
ple on a high growth company, you of-
tentimes will understate the value of the
future earnings and you end up taking a
discount. We run into this all the time.
We have an example right now, where
during COVID-19, a company emerged
from the pack, and many of their com-
petitors fell to the wayside. They ei-
ther abandoned ship or were sold, so
post COVID, they are having their best
year by a factor of three on earnings
and there’s no slowing down. So, when
we look at the valuation of that busi-

ness, if we used a multiple of earnings,
which is based on historical numbers,
we wouldn’t get the right value for that
company. You have to be able to show
the rigor and the intellectual capital
going behind it that lets you demon-
strate, clearly that the future earnings
stream is there. So, there’s not a one-
size-fits all. There are multiple ways to
value businesses. If you put 10 valuation
experts in a room and ask them to do
valuations, you’ll likely get 8 different
numbers, so I think you’ve got to make
sure you’ve got somebody who knows
the game, but knows your business and
studies it, and looks at multiple valua-
tion methodologies as opposed to one.

COURIER: Excellent. Alright, So-
nya, I'm going to come back to you. I
know Carol and I have been talking a
lot about specifics with family busi-
nesses, but what are the options for
planning when some of the families
are in the business, while other family
members are not in the business, and
you’re talking through the succession
plan? What are some of those options
that people should look at?

JINDAL TORK: Yes. To piggyback off of
what Carol alluded to, there’s a lot of
tough conversations that happen in con-
junction with families that have some
family members involved in the busi-
ness, and others that are not involved,
and as a parent, you usually want to
make sure that all of your children are
treated equally, and a lot of people ex-
press a desire to do that. Again, one way
to approach this is to create the voting
and non-voting interests that I alluded
to before, where the child involved can
receive voting interests, and ultimately ,
control of the business in the future, and
the other child who is not involved in the
business can receive non-voting inter-
ests which still gives them the economic
value but no control or decision-making
authority. Another option is to transfer
the entire ownership of the business to
the child that is involved in the busi-
ness and then transfer other assets to
the child that is not involved, and that
equalization process can occur through
your estate plan. You can have provi-
sions in your estate plan that equalizes
all of your children, based on the busi-
ness interests that are being transferred
to the other child. Also, you can change
beneficiary designations on retire-
ment accounts or life insurance policies
to equalize the inheritance that way as
well. And, to go back to the discussion
we’ve been having about communica-
tion, with respect to equalization, I think
it’s important to remember that what’s
always equal from a valuation perspec-
tive is not always considered to be fair.
The person who is receiving the business
might feel, well, 'm taking on more of
a risk than the person on the other side,
so if the other child receives, perhaps,
marketable securities to equalize them
instead of the business, the child receiv-
ing the business may feel that the child
receiving marketable securities is not
taking on as much of a risk and maybe
the child receiving the business should
receive more. Then, you know, the other
child might feel like, well, you have more
of a potential upside than I do. Again,
it’s important to have those conversa-
tions and make sure everybody’s com-
municating. Have these conversations

7B

early on to make sure that the concept
of equalization works as you intend it to
and that it doesn’t cause further disrup-
tion in the family.

COURIER: Excellent. We got a question
from the audience that came in when we
were talking about boards a few ques-
tions ago. Is there a typical compen-
sation range for a board, and is there
always compensation for a board of
advisors, or is it just compensation for
a board of directors, or is it back and
forth? Carol, it seems like you have the
most experience with boards in various
organizations, what would you say?

BUTLER: Yes, we’ve put on a board pro-
gram, and we’ve used the intellectual
property from Aileron, so Clay’s name
comes up again. What we encourage
people to do that go through the Busi-
ness Board Institute is to consider pay-
ing, especially for a board of advisors,
the people on the board, the same as
they would their lawyers and their ac-
countants. . We recognize that there are
boards that are paid more significant
amounts of money, more likely, those
are board of directors, and you can find
out more from the different surveys
that are available. . Typically, there are
four meetings a year, along with other
special meetings, and that’s a pretty
good agreement of exchange of value,
and so that’s how we think about that.
I do see that on some boards of direc-
tors, you may want to consider some
higher values there, but it depends a
little bit on the roles, the responsibili-
ties, the amount of time, and the people
you’re engaging. You may want to pay
your board chair slightly differently, and
some companies also pay a retainer. So,
they pay per meeting, and then they also
pay a retainer. Most board members are
so excited to serve, and they are happy
to take calls in between, and those would
not necessarily be paid, but just recog-
nized as part of the support.

COURIER: If someone is considering be-
ing part of a board, they should do their
due diligence, and figure out what the
outcome they want from that board is
before they even choose if they are go-
ing the board of advisor’s route.

BUTLER: Jamie, we actually have a board
candidate registry, so we ask people
when they fill out their template for the
registry, ‘what are their expectations?’
So, if they have very different expecta-
tions, they may not be a fit for one of the
more local boards of advisors, and that’s
okay, because there’s room for every-
body.

COURIER: Great. Thanks. Here at the
Courier, we’ve had a lot of conversa-
tions with the Cincinnati USA Regional
Chamber, specifically their MBA in the
minority business accelerator. They’ve
got a program where they are trying
to grow minority business enterprises
through mergers and acquisitions. Do
you see our local business community
helping identify those minority firms
that need this help in this process? I’'m
just going to throw this out to the group
here. Is there anyone that wants to go
there? Carol is shaking her head.

DISCUSSION, CONTINUED ON PAGE 8B
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BUTLER: Well, I'll come at it from a
slightly different angle. We’ve been
working with a group called Black
Achievers, who are working in con-
junction with the Minority Business
Accelerator, Darrin Redus and the
100-million-dollar fund that he’s
putting together, and their focus
is a little different. They wanted to
create a business acquisitions insti-
tute, so Lisa Jonas and a few of the
folks here along with Kelly Bonnell
at Main Street Ventures, and Chris
Bennett of Black Achievers have
worked together on creating cur-
riculum, and the initial class just
finished up. It was a nine-week
program to teach the participants
how to identify a business, how to
purchase a business, and how to
transition into running the busi-
ness. The focus is on non-minority
owned businesses that could be-
come minority-owned with a focus
on people of color. So, Darrin Redus
has been very involved in the pro-
cess, and the fund, I understand,
will probably be stood up in Sep-
tember, and it’s partly funded now.
So, that’s a different view on what
you’re talking about, but it certainly
will help create more minority busi-
nesses in our community. It’s very
exciting work that they’re doing.

COURIER: Awesome. Anyone else
have anything to add to that? So-
nya, I'm going to head back to you.
Again, talking about business suc-
cession. How does business suc-
cession tie into your estate plan-
ning? You talked about that a little
bit before, but can you go deeper
into that?

JINDAL TORK: Business succession
planning and estate planning really
go hand-in-hand. For many busi-
ness owners, their business is the
biggest and sometimes their only
significant asset. So ideally, your
estate plan should incorporate your
business succession plan. A basic
estate plan should at least include
a will that names a guardian for
your children if you have any, an
irrevocable trust, financial powers

issues that you can undertake to
fix prior to going to market.”

DINO LUCARELLI

of attorney and healthcare powers
of attorney. As a business owner,
you will need a financial power of
attorney that designates someone
to manage your finances and vote
your interests in your company if
you were to become incapacitated
or disabled. In your trust, besides
designating who might receive the
remainder of your business in-
terests at your death, you can also
name a closely held business ad-
visor that can direct the trustee of
your trust with respect to making
decisions related to the business. I
think it’s important to know that
without an estate plan in place,
you can run into a lot of problems.
Your estate could be subject to the
probate process, which is the legal
process for administering your es-
tate after your death through the
probate court. If that happens, not
only would you be subject to un-
necessary costs, but it also causes
potential privacy issues, and your
personal financial information and
the value of your business can be-
come information that’s open to
the public. So, as part of this suc-
cession planning process, it’s criti-
cal to make sure that your business
succession plan and the govern-
ing documents for your business
all work together with your estate
plan.

COURIER: Excellent. There are a
lot of proposed changes to tax laws
out there. Have they impacted suc-
cession planning, or will they im-
pact it as the tax laws continue to
change? What do you see Sonya?

JINDAL TORK: Absolutely. The end
of the year last year was crazy with
the new administration coming
in and proposed tax changes. At a
high level, some of the proposed
changed include an increase to the
top capital gains rate from 20 per-
cent to 39.6 percent for those who
have incomes above one million,
and based on an announcement
from the treasury department in
April, it looks like the Biden admin-
istration is going to try and make
that change retroactive back to
April or May of this year, but it isn’t
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clear whether that will actually
happen, or pass through Congress.
A lot of this is just speculation, but
it is out there. There is also a pro-
posal to eliminate the step-up in
basis treatment that you get under
the current law, where when after
assets are transferred at death, the
basis of the assets is increased to
fair market value, which again is a
tool for eliminating gain in a busi-
ness interest that was acquired dur-
ing the transferers’ lifetime. Also,
under the current law, a person can
transfer up to 11.7 million dollars,
or a married couple can transfer
23.4 million dollars free of gift and
estate taxes during their lifetime
and right now these exemptions are
scheduled to drop back to 5 million
dollars per person in 2026 and that
number will be adjusted for infla-
tion. Nobody has a crystal ball here,
and we still don’t know what the
final law will look like, but with all
of these proposed changes, there’s
definitely been a rush to implement
transfers before the year-end. And
last year, obviously, there was a big,
huge rush, but we still see people
trying to use up their lifetime ex-
emptions and make some changes
before any new laws are enacted.

COURIER: Okay. That makes sense.
Jason, we’ll go back to you, and
we’ll talk a little bit about when
youw’re going through this pro-
cess, and you’re assembling your
financial team that will assist you
on this, what should an owner look
for? What are the specialties, and
what are some of the top things
that a business owner should take
into consideration when getting a
team ready for this process?

KATZ: Yeah, I go back to my com-
ment from before that this is likely
the largest transaction of a busi-
ness owner’s life, so being very
intentional, and going into it with
your eyes wide open, and knowing
there are specialists in these areas
that can help. So folks like Sonya,
who focus on estate planning, and
the M&A piece of the legal portion,
and folks like Dino on the M&A
advisory part is huge. So, putting
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a team together, and making sure
that team works together is im-
portant. So, there’s a central plan
that’s put together that everybody
buys into and truly understands
what the ultimate goals are of the
business owners and their fami-
lies. Then, working together and
getting those ideas out there as to
how can we achieve these goals? Is
it a charitable goal? Is there an op-
portunity to gift a part of the busi-
ness to a charity or a donor-advised
fund prior to sale, or is it really an
estate planning technique, where
maybe we have the opportunity to
gift a part of the business to a trust
for the benefit of the children ahead
of this increase in value that comes
with an exit? These are all things
that there are specialists out there
to help with. So, it’s recognizing
that the attorney that you may have
used in your corporate role for con-
tractors and things like that may or
not be a specialist in this area, for
example. So, just making sure that
you recognize this as a big deal if
you can put it that way, and say
hey, let’s make sure that we’ve got
the best team around the table.

COURIER: Excellent. Dino, you
touched on this before when we
were talking about value and valu-
ation. What can a business owner
do now in their business to en-
hance the value of their company
when it comes time to sell?

LUCARELLI: It comes down to tak-
ing a hard look at the state of the
organization. The things that en-
hance value would be things like
having a very diversified customer
base, having a strong management
team, very consistent earnings,
great vendor support, a tremendous
team of associates, leaders as well
as those who do the day-to-day
operations, having great facilities
and a very strong IT infrastructure.
We go through a list of 13 crite-
ria that we look for in every busi-
ness before we take it to sale to get
a gauge of where they are on that
spectrum, and oftentimes we will
hold the business back for maybe
six months or a year while we work
on any problems. Oftentimes, the
balance sheet has things on it that
shouldn’t be there, like loans to
employees, or loans to the share-
holders. Clean it up. I equate this in
a very simplistic way. If 'm hav-
ing a dinner party with the heads of
state, I make sure that the china is
pristine, the silverware is polished,
and everything spotless. That’s
how you want to be with your busi-
ness, because we all have challeng-
es in our businesses. Every business
has problems, but there are many
problems or significant issues that
you can undertake to fix prior to
going to market. We definitely go
through a scrubbing process, and if
we don’t feel the company is ready,
we will go through a restructure or
some readiness activities to make
sure that the business owners are
going to optimize their position.

COURIER: Great. Jason, I think I
skipped over you a little bit ago



AUGUST 6-12, 2021 | ADVERTISING SUPPLEMENT TO THE CINCINNATI BUSINESS COURIER

when I was talking to Sonya about the
tax proposals or proposed changes.
Is there anything else you wanted to
bring out about that, or is anything
somebody should be looking for, or be
ready for with some of these proposed
tax changes?

KATZ: Yeah. I think Sonya hit a lot of
them, really, at a great level. The one
thing that I always tend to stress is these
are proposals at this point. We are not
talking about pending legislation, or that
it’s on the president’s desk yet. But it’s
something to be aware of, that things
can change, and tax laws can change,
but that also provides opportunity, and
so, the capital gains change, let me give
a quick example of how that could affect
a business owner. If a business owner
sells their business for 25 million dol-
lars, and this proposed change in capital
gains above a million dollars goes into
effect, that’s money that goes back into
their pocket by almost five million dol-
lars. So, it’s not an insignificant num-
ber, and especially as those numbers get
higher and higher then the discrepancy
gets higher and higher. So, on one side,
we don’t want to get too excited and
worried about these tax law proposals,
but on the side, there is a decision point,
and this could be something that tips the
scale, this is certainly something that
we’re seeing. We are seeing a lot more
activity in the M&A world, and I think
that the tax proposals are certainly part
of it. Low interest rates are another part
of it with a lot of money that’s out in the
system that needs a place, and people are
willing to pay for great companies with
solid, future cash flows as we've talked
about before. So, tax proposals are part
of it, and all of the items that Sonya went
through in terms of the step-up in basis,
there’s a lot of unintended consequences
that could happen if that were to pass,
meaning that if a business owner’s pri-
mary asset is their business, and they
pass away, and they are above the estate
planning exemption, how would that all
work out in terms of having the liquid-
ity, having the cash to pay any kind of
estate taxes. So, there’s a couple things
out there that haven’t been fleshed out,
fully, in terms of the proposals, which is
kind of like every tax proposal that’s out
there. The thing to remember is that the
proposal that came out was one-and-a-
half pages, so that’s the level of detail
that we have at this point. So, it’s just
something to know, not to get too excit-
ed about it, but also know it’s out there.

COURIER: Great. Thanks, and sorry I
skipped over you earlier. We just re-
ceived another question from the audi-
ence, and this question is coming from
the perspective of a potential internal
buyer to a small company. The question
is what are typical documents to sign
upfront to start the process of a busi-
ness transition discussion? Are there
any documents out there? Sonya or
Dino, do you have any thoughts on that?
What documents should you look at if
you having an internal discussion to buy
a small company, internally?

JINDAL TORK: A letter of intent would
typically be put together as part of that
discussion. Even before the letter of in-
tent, there might also be a basic outline,
going through thoughts on that, and
sitting down, having discussions about
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how you see that working, but really it
starts with the letter of intent. And to
piggyback off of what Jason said ear-
lier, it’s really important with the tim-
ing of the letter of intent and when you
get your advisors involved, because once
you enter into a binding letter of intent,
a lot of tax planning opportunities go out
the door, and you can get into crosshairs
with the IRS. So, it’s important to bring
all of your advisors in at the appropri-
ate time to make sure that you’re doing
things in a way that will accomplish ev-
erything in a tax efficient manner and
that you won’t lose out on planning op-
portunities.

COURIER: Great. Thank you. Dino, I
want to jump in with you. Oftentimes,
business owners will curtail spending
on major improvements or upgrades as
retirement approaches. Is this a correct
strategy?

LUCARELLI: The bankers would call this
process bleeding out the company. We
definitely do not recommend that busi-
ness owners do that. Even though it’s a
capital expenditure that, potentially, you
could avoid, the idea that the buyer will
come in and know more about what the
capital needs are in the business than
you know as a seller, that’s a daunt-
ing prospect. We represent buyers and
sellers. When we represent buyers, and
when a buyer goes into an organization
that has been depleted of assets that
are top-of-the-line or state of the art,
the buyers, oftentimes, will put that as
a second-tier opportunity. When we go
into an organization that’s been main-
tained in a pristine manner, buyers are
chomping at the bit to get in. As a buyer,
I want to think that the seller has kept
this company in perfect, tip-top order,
so that I can come in and do what I do
best, which is strategy. I don’t want to
have to reorganize the deck chairs. I
want to come in, hit the ground run-
ning with my marketing team, with my
financial capital, and take it to the next
level. I don’t really want to have to re-
organize the company because it’s been
maintained improperly.

COURIER: That makes perfect sense.
I just received a question, and, Carol, I
have to think this one’s coming to you.
The question is ‘what amazing sugges-
tions do you have when G1 or G2, one is
currently in charge, doesn’t want to let
g0, and thinks that they are going to live
forever?

BUTLER: I wish I could say we’ve never
seen that before, but the advice to the G1
is sometimes, it really is time to move
forward and make room. The phrase we
use here is ‘if what you do is who you
are, then who are you when you don’t,’
and for G1’s they have trouble if their
identity is all tied to the company, it’s
their history, their legacy, who they are
and what they do, their name is over the
door, and that is everything from morn-
ing to sunset, that it’s all about who
they are. We encourage them to be able
to begin to think through the process of
what’s next. Keith Lawrence is one of
our guest speakers and he does a won-
derful job helping people think through
their life quest, retirement quest, and
planning ahead. He says, ‘so the rest of
your life is the best of your life,” because
when we see companies and the CEO

is 85 years old, and now the one hop-
ing to take over is 65 and is also think-
ing about ‘am I going take over, or am
I going to retire?’ Then, you’ve missed
a whole generation of opportunity there.
So, we encourage people to focus on the
exit planning process, and figuring out
what’s life after business look like for
me? I think John Goering is one of the
great examples when you consider his
whole second act. Look at all of the things
that he did after he retired from the uni-
versity and had sold the family business.
They say the two most dangerous years
in your life are the year you’re born and
the year you retire, because there’s tre-
mendous change, a lot of stress and a lot
of different things coming at you. So, we
encourage people to develop a plan and
have a next act. Otherwise, you can see
how the path goes, right? The G2’s are
trying to elbow the G1’s out. The G1’s
kind of get dug in. And, to the other part
we’ve talked about already and this is
where a board of advisors can be incred-
ibly helpful, or any kind of facilitator in
the process, because we all need a little
help on our journeys sometimes, and
being able to ask those hard questions
of what is the future and the succes-
sion of the business? Dino would say the
value is important and having that suc-
cession plan established. So, somebody
who is going to buy it, whether internal
or external, can see both a career path
for themselves as well as for the suc-
cess of the company. That is a delicate
and challenging topic sometimes, so it’s
also good to get to know your peers. We
encourage people to be a part of round-
tables, where they can have these con-
versations with peer groups, and see
how other people either did it well or
didn’t do it so well. And, often, the story
at the table is, ‘T don’t want to do this the
way my parents did it. I want to do bet-
ter, and how do I do better?’ Then, once
that question comes up for help, a lot of
folks can give them some good advice,
but that is a tricky path and one worth a
lot of conversation.

COURIER: Great. Dino, can you add to
that? I know you’ve seen some of this
as well.

LUCARELLI: Oh boy, we see it all the
time. So, there are both financial and
pragmatic reasons why G1 wants to cede
a certain amount of control to G2. The
financial reason is that the value of the
company, if it’s wrapped up in the in-
tellectual property, so to speak, or the
guidance and leadership of Gi, who’s
departing, it will cause the remainder
of the organization to be undervalued.
From a financial perspective, we coun-
sel our business owners to spread the
responsibilities across a larger, broader
spectrum. I will give you an example. We
were looking at a buyer, who had flown
in their corporate jet. That’s how serious
they were to come in to buy our company,
and we had a 50-million-dollar revenue
company and the G1 in a meeting said,
‘this company can’t run without me. I’'m
the main guy.’ And there’s 300 people in
this company. This is not metaphorically
speaking, but literally speaking, and the
buyer clipped his notebook and said well
if that’s the case, and you’re leaving, I'm
not buying the company, because you’re
walking out with the knowledge. From
a financial perspective, the valuation of
the company can be decremented by vir-
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tue of not having spread responsibility.
From a pragmatic perspective, when you
start with a little bit of running room
before you take the company for sale to
show them the Gi, that he can reduce his
overall responsibility, but not reduce his
ownership, and not reduce his perspec-
tive from a financial gain perspective,
that makes sense, but it takes a certain
amount of counseling. As Carol said,
oftentimes, it’s a board of advisors, or
your attorney, but they have to under-
stand that if they are the key person in
the mix, and they are planning to depart,
that’s not good for the remaining com-

pany.

COURIER: Alright. Great. Sonya, I have
one more question for you and then we
are going to wrap up and let everybody
hit on anything they think is important.
The last question I have for you is how
can charitable intentions work in tan-
dem with succession planning? How
can you do both of those things at the
same time?

JINDAL TORK: Sure. Carol mentioned
how effective it is to ask questions dur-
ing the succession planning process and
communicating with the relative parties.
So, one of the questions that we always
ask is ‘what do clients want their legacy
to be, and do they have any charitable
intentions?’ because there are often op-
portunities for a business owner to es-
tablish a philanthropic legacy, and at the
same time, avoid tax liabilities through
different charitable planning tech-
niques. Jason mentioned some of these
including gifts to donor advised funds,
or public charities, such as Greater Cin-
cinnati Foundation are popular. It allows
the donor to potentially eliminate capital
gains on the appreciation of the business
interest, or get an income tax deduc-
tion, and then the donor can recom-
mend grants from their donor-advised
fund to different charities over time. A
charitable remainder trust is another
strategy that can help with retirement
income. In that case the business owner
or donor would transfer assets to a trust
and get a charitable income tax deduc-
tion upfront, and then the trust pays the
donor an annuity for up to twenty years.
Then, at the termination of the trust, the
remainder of the assets pass to a charity.
So, that option gives the business owner
a flexible, charitable giving option with
an income tax deduction upfront, and
then, some cash flow to the donor for up
to 20 years. With all of these techniques,
it’s important to remember that limita-
tions can always apply in certain cases.
For example, with an S Corporation, you
can’t give S Corporation stock to cer-
tain charitable vehicles. And, the gift of
S Corporation stock can have different
consequences to the charities. Again,
careful planning is always important.

COURIER: Great. Alright. We are go-
ing to go around the horn again and let
everyone give their final thoughts, and
Sonya, I’'m going to stick with you. Is
there anything we missed or any im-
portant tips you’d like to share with our
audience before we wrap up?

JINDAL TORK: I would close by saying
that there’s many opportunities to de-

DISCUSSION, CONTINUED ON PAGE 10B
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sign your succession plan in a tax
efficient manner that also comple-
ments your financial objectives and
what you want your overall legacy
to be. I think to achieve that, you
can’t be hyper focused on one goal
or objective. This past year, I've
seen so many people trying to rush
to make changes because of the tax
laws, and in some instances with-
out kind of taking a step back to
think about how that affects their
own personal financial situation or
liquidity issues. So, I think it’s re-
ally important to take a step back
and take a wholistic approach to
everything, and make sure you are
consulting and communicating
with all of the relevant parties, in-
cluding your family, the other busi-
ness owners and your advisors to
make sure it happens the way you
intended it to be.

COURIER: Excellent. Thank you
for all your input and thoughts
today. Jason, how about you?

KATZ: 1 think one thing we’ve
heard today is that this is pretty
complex. There’s a lot of moving
parts. There’s the board of ad-
visors, there’s the value of your
company, there’s the tax and
estate planning strategies, and
there’s the non-financial aspects,
so it really comes back to the orig-
inal thought of it makes sense to
start early. It’s being intentional
about the planning, really think-
ing about these things in concert
with each other, and I'll echo So-
nya’s comment about not being
hyper focused on one particular
itemn at the expense of others is re-
ally important. Again, we see some
business owners who are going
through that transition with the
ultimate goal of the exit being the
number one goal, at the expense
of not really thinking about what
does life look like after the exit? Or
what am I going to do? It’s a sim-
ple thing to think about what am
I going to do after I sell my busi-
ness? It’s an extremely important
thing to think about, and to talk
to your family about, and to keep
your eyes wide open. Maybe this is

“For many business owners, their
business is the biggest and sometimes
their only significant asset. So ideally,

your estate plan should incorporate
your business succession plan.”

SONYA JINDAL TORK

just the exit, and then, you’re go-
ing to start with a new business.
That’s great. Knowing that ahead
of time is important as well. So,
I’d just say being intentional, and
starting early are the things that
come to mind as the big things to
think about.

COURIER: Excellent. Those are
good thoughts, Jason. Dino, how
about you?

LUCARELLI: I have to jump on
what Jason just said. This process
takes longer than people think.
Most of the business owners that
we’ve worked with have said, ‘boy,
I should have been talking to you
two years ago.” And the concern
is that as time goes on, sellers get
more of a sense of urgency. If I de-
cide I want to sell my business in
a year, a year comes and I’'m no-
where close, because I don’t have
any buyers lined up, that sense of
urgency will find it’s way into the
discussion with the buyers. And
anytime there’s a sense of urgen-
cy from the seller’s perspective,
that obviously impacts the buyer’s
willingness to pay a premium. So,
we suggest strongly that you build
your team in advance, and you
have a team that includes your
wealth manager, your risk man-
ager, your CFO, your CTO, other
leadership within the company
and your attorney. Start the pro-
cess early, and if something comes
along that isn’t optimal, you don’t
have to take it, but the risk of not
starting early is far greater than,
perhaps, some upfront work that
maybe doesn’t yield immediate re-
sults. So, we try to get everybody
on board as soon as possible. Once
somebody decides, ‘I might be get-
ting a little tired,” you should al-
ready be in the process.

COURIER: Great. Carol, as I go to
you, we did get one more ques-
tion, and my answer to the ques-
tion is to call Carol, but it says
‘what kind of training do you
recommend for G2 leaders? How
do you hold them accountable? I
can’t think of anybody better to
hand that question over to as you
wrap up.
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BUTLER: Alright. Thank you.
That’s a very timely question. We
are actually having a G2 Round-
table Overview here, today, across
the hall, and the idea is G2’s can
support each other as a peer group.
It doesn’t matter what business
you’re in, probably even the posi-
tion you’re in, but anybody that’s
on that journey we’ve found this
kind of roundtable is quite ben-
eficial. We have one roundtable
called Daughters in Charge. They
are the one’s coming up that are
likely to run the company or be in
senior levels, and then, we have
this group that could a brand-new
roundtable spinoff today, or maybe
folks will join some other round-
tables. Its important to find some
people to have that support, and to
be able to have that dialogue with.
We also have a Leadership Devel-
opment Institute, and sometimes,
a roundtable will spin out of that
Institute, or out of the Next Gen-
eration Institute where people find
some sense of community, some
sense of opportunity, and ask
some of the tough questions that
they might not be willing to ask
the G1’s, and they start comparing
notes. ‘You got shares of stock? I
didn’t get shares of stock.” Then,
they learn about voting and not
voting shares. I think even just ex-
panding the awareness is tremen-
dous. So, whether it’s here at the
Goering Center, at the Chamber,
or in the community overall, don’t
be afraid to focus on your own self
development, because sometimes
we get so caught up in working in
the business that we forget about
working on ourselves and some-
times, we forget about working on
the business. That’s the wisdom
that you’ve heard around the table
with all of our speakers today — to
get good advisors, take the time to
work with the board of advisors
or board of directors, because they
can be a wonderful addition, and
the preparation for those meet-
ings will help lift you out of the
day-to-day, and get you thinking
about all the questions that Ja-
son, Sonya and Dino have brought
to us, because those are the hard
ones, or the tough ones to get to,
and that board prep, or any of your
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advisor meeting prep will be very
beneficial. The other thing I'd like
to touch on just as we wrap up
here is contingency planning. We
haven’t talked a lot about contin-
gency planning. One of the things
I think we could all tell many sto-
ries about is the person who didn’t
have plans in place. We had some-
body in our Institute this year.
They were driving to visit a friend
and their heart stopped working,
and fortunately, they lived to tell
the tale, because they had a good
samaritan, who was able to save
their life, but his wisdom to ev-
erybody that was on our Zoom
presentation that day was if you
don’t have a contingency plan in
place, you’re three years too late.
So, now, you really need to work
on that. He was lucky to make
it, and lucky to be able to tell the
tale, and as he was speaking, you
could see people beginning to tap
the corner of their eye, because the
emotion had hit, and there were 50
or more people on the Zoom pre-
sentation. So, we never know. We
can be young, and something can
happen, or we think we have con-
trol of these things, but we really
don’t, and we see even in our own
families’ members going through
things. It could be cancer, or it
could be something sudden and
unexpected, and we all have many
stories. So, I would really encour-
age if you’re an advisor, help the
clients that you have to think
about that, and if you’re a family
or a private business, think about
who could step in if tomorrow
didn’t happen. That’s a heavy note
to end on, but the outcome can
be great, because you’ve planned.
Thanks for asking.

COURIER: I would just add that
if nothing else, 2020 probably
taught us all that nothing is for-
ever, and who knows what tomor-
row is going to bring. So, I have to
think contingency planning and
emergency planning, even in these
succession plans are important.
Again, bring those advisors in, like
the four we have on our panel to-
day to help you get the most out
of your business, and help your
business carry on, even after you.
Again, I want to thank our pan-
el. I can’t thank you enough for
your expertise and your great ad-
vice. I want to thank you and your
companies for your sponsorship
— Bartlett Wealth Management,
Capital Tactics Inc., Goering Cen-
ter for Family and Private Business
and Taft Law. I also want to thank
our attendees for being a part of
today’s program and remind you
that you will get a follow-up email
with a link to the program, so you
can watch it or share it with others
at your business. I also want to re-
mind you on August 6 in the Cin-
cinnati Business Courier you will
find a written recap of this discus-
sion to help you and your business
succeed. Thank you all for being
on, for listening, and I hope you
all have a great day.
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how challenging it is to be an owner and we learned how to avoid the
really big mistakes that can be made during a business transition.”

Jim Perry, President, Perry Contracting
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successors, and other family members. They come to tackle the tough questions together,
have difficult conversations, and gain a holistic perspective on the succesion journey.
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