SUCCESSION PLANNING STRATEGY GUIDE

Transition to

Family

@ Texas Capital Bank

Private Wealth Advisors

Transferring business ownership to family can be an excellent way to create a
meaning ful legacy. However, it’s not without difficulties. In addition to estate
planning and tax implications, one of the most significant challenges of this
strategy is overcoming emotions — conﬂicz‘s that can arise among management,
family members and other related parties when plans are made or set in motion
Whether transferring the business during the owner’s life or after death, there are

a number of considerations you should reﬂecz‘ on before documenting a plan.
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The Pros & Cons of This Strategy

The first step to planning for any type of business exit strategy is to envision the future and all of the possible outcomes. Based on your own
thoughtful evaluation, ask yourself how the many stakeholders inside and outside the business are likely to react before, during and after the

transition. Which strategy will best deliver your desired outcome?

Y] Transitioning to a family member may enable continuity for I The personal relationships behind a family transition often
the business, its operations and the customer experience — translate to more favorable financing terms for buyers. If the
especially if the chosen family member is already working in transaction is part of a broader estate plan, there may also be
a leadership position. It may also facilitate a sense of comfort tax advantages linked to the transfer of wealth to family.

for all involved, knowing the business will be in the hands of a
successor who has an intimate understanding of it.

m There may be more than one potential successor — multiple m A business transfer to family can have significant tax
family members who want to lead or be a part of the business, and
some who do not. Worse, there may be family members who want
to be made key decision-makers but are not capable of leading
the business. Managing these relationships and emotions can be

difficult.

consequences. If transferred during the owner’s lifetime, there
may also be financial complications that could impact the
owner’s retirement.

“=) ASK YOURSELF: "=) ASK YOURSELF:

Will dynamics within the family cause conflict that
could harm the family, business or future legacy?

Will you have the right guidance and sufficient time
to ensure the transition provides optimal value for the

family?

Succession Planning Strategy Guide: Transition to Family NASDAQ’: TCBI 2



Tips for This Strategy

% Texas Capital Bank

Private Wealth Advisors

Grow a Successor.

Whether one potential successor or many, grooming should start
early. Family may not be directly involved in the business, so ensuring
they receive the right education, industry insights and exposure to the
business can be important years ahead of succession. The goal is to
ensure the successor understands the ins and the outs of the business and
truly wants to take ownership. It also allows employees, customers and

vendors time to develop a relationship with the successor.

Plan Far Abead.

Because most family buyouts are often driven by estate planning
considerations, the succession planning should be documented well in
advance to help maximize the value transferred to the next generation
and minimize taxes for the family. In order to provide additional tax
and asset protection, trusts are often established for the benefit of the
family member who will be acquiring the business from the owner.
Regardless of the terms, if the transfer is to be part of a family estate
plan, a third-party appraisal is essential.

Include an Exit Valve.

Sometimes, an owner may want to split the ownership of the business
among multiple family members so that everyone benefits financially
but give one particular family member the power to run the business. As
time goes on there will be countless opportunities for conflict to arise
between those with decision-making powers and those that only benefit
financially from the business. To ward off such events, it’s wise to include
an exit valve for the family, a mechanism by which an unhappy family
member can liquidate their ownership interest in the business while

allowing the remaining owners to continue the business into the future.

Communicate Frequently.

Most family-owned businesses do not survive past three generations,
usually because of conflict that arises as ownership is spread out among
more and more family members or through disinterest in continuing
the enterprise. To ensure a smooth transition to the next generation and
increase the likelihood of the business’ future success, regular meetings
should occur among the family, with each meeting led by an advisor

experienced with managing family estates and businesses.
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Ready to Get Started?

Our succession planning experts are ready to help.
Contact us today.

DALLAS HOUSTON SAN ANTONIO

2000 McKinney Ave., Suite 1800 1330 Post Oak Blvd., Suite 1500 745 East Mulberry, Suite 400
Dallas, TX 75201 Houston, TX 77056 San Antonio, TX 78212
214.210.3092 832.308.7052 210.390.3844

PLANO/FRISCO AUSTIN FORT WORTH

5800 Granite Pkwy., Suite 150 98 San Jacinto Blvd., Suite 200 300 Throckmorton, Suite 200
Plano, TX 75024 Austin, TX 78701 Fort Worth, TX 76102
972.963.3013 512.305.4092 817.852.4078

Adwisory services are offered through Texas Capital Bank Wealth Management Services, Inc. d/b/a Texas Capital Bank Private Wealth Advisors (“PWA”), a wholly owned subsidiary of Texas Capital Bank (“the Bank”) and an
investment adviser registered with the U.S. Securities and Exchange Commission (“SEC”). SEC registration does not constitute an endorsement of the advisory firm by the SEC nor does it indicate that the advisory firm has
attained a particular level of skill or ability. Brokerage services are offered through Kingswood Capital Partners, LLC (“Kingswood”), Member FINRA/SIPC. Texas Capital Bank Private Wealth Advisors and the Bank are
not registered broker/dealers and are independent of Kingswood. Investments and insurance products are not insured by Bank insurance, the FDIC or any other government agency; are not deposits or obligations of the Bank; are
not guaranteed by the Bank; and are subject to risks, including the possible loss of ‘principal. Nothing herein is intended to constitute an oﬁér 1o sell or buy, or a solicitation of an oﬁér 1o sell or buy securities.

Neither Texas Capital Bank Private Wealth Advisors; Texas Capital Bank nor any of its employees provide tax or legal advice. Nothing contained in this communication (including any attachments) is intended as tax or legal
advice for any recipient, nor should it be relied on as such. Taxpayers should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor or legal counsel. The wealth strategy team at Texas Capital
Bank Private Wealth Advisors can work with your attorney to facilitate the desired structure of your estate plan. The information c ined in this c ication is not a complete summary or of all available data
necessary far making an investment decision, and does not constitute a recommendation. The informa[ion has been obtained fram sources considered to be reliable, but we do not guarantee that the foregoing material is accurate or

complete. Any opinions are those of the authors and not necessarily those of Texas Capital Bank Private Wealth Advisors or Texas Capital Bank.

©2021 Texas Capital Bank Wealth Management Services, Inc., a wholly owned subsidiary of Texas Capital Bank. All rights reserved.
Texas Capital Bank Private Wealth Advisors and the Texas Capital Bank Private Wealth Advisors logo are trademarks of Texas Capital Bancshares, Inc. and Texas Capital Bank.
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