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, 9BA Jegrlrrmenr ]\/Irlf]rl (Jer-Access

= Managed-SBA Lending Dept for #1 ranked SBA
Lending Institution in SBA’s WMADQO (“92 - *96)
Co-founded National Association of Government
Guaranteed Lenders (NAGGL) Region Il .Sul-
Committee (1996)
Served on Board of Directors for NAGGL (1995)
Co-founded Access NationaliBank: (1999)
BA (Econemics) & VBAemVake Forest
University

Access National Bank

progressive business banking




Vanaging: Member off Kossler Jones & Co_mpany_, Pr
founded 1n September 2004

20+ years experience In Public Accounting, Certified Public
Accountant since 1993

Holds a Masters in Science in Taxation and Bachelors of
Science in Law Enforcement from George Mason University

Appointed an AICPA Ambassador for Virginia Seciety of CPAs
as a speaker, educator and panelist on behalf of the
profession since 2006

specializes in Tax & Strategy Planning fer small termidisized s
businesses, BusinessiManagement andiStructuring, and Real
EState.

In addition, Business Valuation Analyst & Auditor

K OSSLERJONES & COMPANY, LLC

CERTIFIED PUBLIC ACCOUNTANTS




My practice areas range fliem buy-sell agreements, raising of capital
-andifinancing;-acquisition, development and sales of businesses and
real estate, employee incentive compensation, federal and state
Income tax conseguences of transactions, financial, retirement and
estate planning, including asset protection. | am a certified public

accountant. | earned my J.D. degree from the University.of Miami and
| have a master’s of law degree in taxation from Georngetown
University. | was named to National Register’s Who’s Who In
Executives and Professionals 2005-2006 and have been interviewed
gy the Wall Street Journal, Time Magazine, USA Today, Meney,
Viagazine and _B_g_nLl—'\ﬁe,,Com, asywelliasplfamrafreqguent lecturer on

S Vaneustaspectsiofiexit strategies and federal income and estate
taxation.
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GENERAL COUNSEL, P.C.
YOUR LEGAL PARTNER AND TRUSTED ADVISOR
REPRESENTING BUSINESSES IN VIRGINIA, MARYLAND AND WASHINGTON, D.C.




Introducing...
Ted Lauer

. Access National Bank

progressive business banking




Opened 1n; 1999
Publicly listed in July ‘04 NASDAQ® “ANCX”
SBA “Preferred Lender” Status as of July 2006

#1 ranked SBA Lender in 2007 amoeng NeVA
community banks

"= [Locations! insReston (HQ),Jys0ns; Chantilly,
Seesburg and Manassas

Access National Bank

progressive business banking
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Longer term (smaller
payments), No balloons

Smaller down-payment:

conserves cash

Loan approvals not

OthERVISE availzisles
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Access National Bank

progressive business banking




Mrs. Fields Cookies
Nike
AOL
Allen Edmonds Shoes
= Calloway Golf

= Jotinors Pizza ™

DOFFOWESS...
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Staples

Outback Steakhouse
Winnebago
Gymboree

Sun: Microsystems
Jenny. Craig
UnderArmour:

Access National Bank

progressive business banking




e

——

= JIYIOHITY Tor [(2) Progreir

—— — e ——— e

CRITERIA

For-Profit = |eet Size standards

Affiliation . Busi T
Personal resources USINESS" 1'YPES

Credit elsewhere = Use of proceeds
Franchise Agreements i Citizenship

Remember the tenants of eligibility:

= Business Owner must be eligible
"~ e Business must be eligible
e Project must be eligible

Access National Bank

progressive business banking




= \Working Capital (short or Ior;g term)ﬁ

= Business Acquisition / Buy a Franchise

= Refinance & Consolidate Debt

= Equipment Purchase
= Real Estate (owneroccupied)

REsearch & Development

Access National Bank

progressive business banking
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= [Long Term Financing for
Current-Asset Growth

= Serves as a Substitute for
Equity Capital

= Start-ups & Franchises

(www.franchiseregistry.co
m)
SRR [nance Acquisition of
- EXistingBUSIAESS

"=ypical Maturity Is 7-10
years - ®
Access National Bank

progressive business banking



Must Acquire 100% of Business
Stock or Asset Transfer
Experience/ Training Essential

Purchase Contract Should Itemize Values for Each
Asset Being Purchased

20% Down _Payment is Typical
SubordinatediSeller FinancingisiOK
Valtationtet*Business to Suppoert Coentract Price

Access National Bank

progressive business banking
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= 20% or More Loan Payment Reduction

= Eligible Debt:
e Revolving Lines
e Credit Card Debts
e Balloon Notes
e Demand Notes

= Gannot Refinance Shareholder Debit
= Business Debi: Only 2

Access National Bank

progressive business banking




fean limit-up-to $350,000

Streamlined application &
paperwork

Allows “hybrid™ borrowing
for short term or long
term working capital.

s Start as revolving line; can
- be termed out

-FUp to 7 years term

Access National Bank

progressive business banking




75-69% Guaranty:

Potentially"Reduced
Restrictions on Collateral
Requirements

Loans up to $500,000

Available to:
- All US Veterans
—__Spouses and Widows/Widowers of
o US Veterans
= Access NationaisSankais amony
“the first Community Lenders
approved Nationwide!

Access National Bank

progressive business banking




= SBA delegates credit decision to the Bank

= Bank gets audited by SBA every couple
years

= Same day loan approvals from, SBA as their
review Is just on “eligibility”

Access National Bank

progressive business banking




Cash flow
e Demonstrated or Projected

Management
e Expertise & Character

Equity in Business & Project
e Debts vs. Equity

= Suifficient Collateral

—
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Access National Bank

progressive business banking
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Total Project $

100%

BORROWER cDC/
- SBA

10% 40%

Access National Bank

progressive business banking




One-on-one confidential business counseling

Small group training seminars

Conferences, workshops, seminar series

Resource referral to local, state, federal and private sources

Focus on Business Plan Development and Updating

www.virginiasbdc.org/

VIRGINIA

Small
Business
Development
Centers
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ational Bank

You don’t have to leave your office to receive
the benefits of:

SBA Lending

Personal Attention & Responsiveness
Online Business Banking
Online Bill Pay
Online Check Images
Real Time Transactions
Courier Pick Up
..and introducing e-Deposit!!

Access National Bank

progressive business banking




=_Sofitware developer selling primarily to U.S. Govt has
$3 Million Revenue & $300,000 EBITDA

= Competitor For Sale with $2 Million Revenue &
$200,000 EBITDA
e Price is $2 Million
e Payable $1.25 Million at Closing
= Seller Take-Back Note of $750,000
= = Payable 8% Intenest-Only for 5 Years

=L Projected Combined EBITDA for the Two Companies is
$600,000.

Access National Bank

progressive business banking




Access National Bank

300 Fort Evans Road, NE
Suite 103
Leesburg, VA 20176
Phone: (703) 8/1-2104
TlLauer@AcecessiNationalBank.com

Access National Bank

progressive business banking




Introducing...
Nell Kossler

KOSSLERJONES & (COMPANY, LLC

CERTIFIED PUBLIC ACCOUNTANTS




Founded in 2004 and'located in Fairfax
Specialize in small to mid size businesses

We offer the following services
- Tax Preparation and Planning
- Accounting and Assurance Services

- Business Valuations

== AICPA CPA Ambassador for VSCPAs, Tax
= Smaiit CEC = SmaICPAS Thrthe Washington area - 2 years running,

KOSSLERJONES & (COMPANY, LLC

CERTIFIED PUBLIC ACCOUNTANTS




BUSIAESS Entity}
Selection
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KOSSLERJONES & (COMPANY, LLC
CERTIFIED PUBLIC ACCOUNTANTS
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= One of the most important choices to be made by a
Business Is-what sort of entity it should be.

= Decide after serious contemplation of both the tax
and legal implications of the entities available.

= Five (5) Basic Entity Types:
Solle Proprietership (SP)
General Pantnenship
= C-Corporaton "
== S-Corporation
Limited Liability Company (LLC)

KOSSLERJONES & (COMPANY, LLC

CERTIFIED PUBLIC ACCOUNTANTS




SN OIMERUS TACLONS tOrCONS

Tax effects

Retirement options
Treatment of benefits
Treatment upon sale

Abllity to choose a fiscal year
State licensing fee

Ablility to work across multi-state borders
Liability purposes
Ability to bring In new investors/owners

—

——
-

ltIs critical to have arsiedand proficientadviserto help you make the

eSSt ERecIalfdecision hoth for right now, and for the future needs of
your business.

KOSSLERJONES & COMPANY, LLC

CERTIFIED PUBLIC ACCOUNTANTS




SEGHTAlion: The SImpIest Ofthe entities 1o serup;, or accidentally enc

up . liFyou own your BUSINESS 100% 0) yourself and adoe neting else
torchoeese an entity, thisiis yeur default entity.

Legal: A business that is an extension of the owner.

Filing: The income and expenses are reported directly on the owner’s
tax return, and the owner is fully at risk for liability purposes. This
entity has the least amount of compliance paperwork associated with it.

Advantages:
— T he income of a SP is taxed at the owner’s individual marginal rate.

—_|ncome flows to the Schedule SE on the retuni( Tlax Rateris 15:806erthes
selffemploymentiexesforthe first $80,000N@mount indexed to inflation).

S istmeans tnarwith state taxes added'in (which range frem 0% to 10%),
= you can have taxation that is in excess of 60% of the net iIncome from the

business.

KObQLERJONEb & COMPAm LLC

ERTIFIED PUBLIC ACCOUNTANT
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S EGHmAlon: WhHen! 2 or more peopl'é et togeth
Statsys that off a general partnership.

Ormia business, its default

[fegal: lisradvisable torhave a written partnership agreement, although that is
not a requirement.

Filing: The income and expenses of the partnership are reported in its own tax
return (a Form 1065),

Advantages :

— Net income flows out to the owners based upon the partnership agreement and
economic reality.

— Jihe owners' then pay the tax owed on the income much as a sole proprietorship
does.

= Disadvantagess
= Unlimited Liability
— Responsible for all business actions of your partners
— Can end up with Partners by accident

K OSSLERJONES & COMPANY, LLC

CERTIFIED PUBLIC ACCOUNTANTS




Legal:_lt IS own legal entity, offierng the greatest amount of legal protection to the ewners
as long as all the rules are followed.

Filing: File its own tax return, and pays its own tax. The only way to get money out of a
corporation to the owners is through ordinary and necessary business expenses (salary,
rent, interest, etc.) and dividends.

Advantages
Better treatment of benefit packages,
Ability to choose a fiscal year,
Better tax utilization of retirement plans,
Ability to better control income flowing out to the ewner to maximize benefits
Ability:te create multiple. ewnership classes and rights

[DIsadvantages
RPayroell company requwed
RISk of double taxation,
Higher standard of books needs to be kept,
Government compliance,
Loss of flow through treatment for income taxes

K ObQLERJONEb & COMPANY, LLC

CERTIFIED PUBLIC ACCOUNTANTS
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Legal: S-Corp Is its own entity,
Filing: Files its own return.

Net income of the business flows out to the owners, and is taxed at the owners’ marginal rates. The
character of the income is not subject to self-employment taxes

— Some unsophisticated taxpayers choose an S-Corporation as a vehicle to avoid paying the self-employment
taxes.

This is usually not a viable use, as the Treasury has consistently fought and won in court the ability to
recharacterize the distributions as salary, forcing the payment of payroll taxes. It is required that the owners pay
themselves a reasonable salary for their position.

Advantages:
— _ Flow through of losses to the owners’ tax return,
="Avoeiding of double taxation or timing issues,
—  Decided tax advantage upon the sale of the business.

= [Disadvantagess
= Ranility to have more than one class of stock,
—  Difficulty in having anything other than a calendar year,
— Not a good choice for owners who need to take tax advantage of robust benefits.

K OSSLERJONES & COMPANY, LL.C

CERTIFIED PUBLIC ACCOUNTANTS
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Formation: File with the state.

Legal: Same LLegal protection as a Corporation, with added restrictions of
creditors rights if they gain ownership.

Filing: It depends

Advantages Unigue Treatment (by IRS)

Single member LLC (owned by one person) is by default disregarded so for self employed owner
It IS taxed as a sole proprietorships, but with better liability protections.

AnLLLLC ewned by. more than one person is by default treated for tax purposes as a partnership;
put it also has a higher level of liability protection.

S—
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Can elect te) be tiexed as arconporation), and thenrelect S=Status.

LLC can achieve nearly any of the results above.

KOSSLERJONES & ComPANY, LLC

CERTIFIED PUBLIC ACCOUNTANTS




Liability protection?

No. of owners allowed

How income is taxed

Deduct losses on
personal returns?

Avoid payroll
paperwork?

Special allocations of
income or expenses
among owners?

Is a written agreement

advisable when
starting?

Sole
Proprietor

Partnership

No. Not only don't
you get liability
protection, but all
partners are jointly
liable for actions of
other partners in
partnership.

At least 2.
No top limit

Profits flow
through to
partners, paid on
personal returns.

Owner
pays tax on
personal
returns.

Not
applicable

Not
necessary

No more than 75

Profits flow
through to
partners, paid
on personal
returns.

Unlimited

Corporation pays
a tax on profits;
owners pay a tax
when cash or
property is
distributed.

Unlimited

Profits flow
through to
partners, paid
on personal
returns.
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Neil Kossler

Kossler Jones & Company, LLC

3915 Old Lee Highway, #23C
Fairfax, VA 22030
Phoene: (703) /66-/660

_ NKesslen@KosslenCe:com

KOSSLERJONES & (COMPANY, LLC

CERTIFIED PUBLIC ACCC




Introducing...
Stuart H. Sorkin

GENERAL COUNSEL, P.C.
YOUR LEGAL PARTNER AND TRUSTED ADVISOR
REPRESENTING BUSINESSES IN VIRGINIA, MARYLAND AND WASHINGTON, D.C.

(703) 556-0411
www.generalcounsellaw.com




Growing your Business

How to execute a profitable exit
strategy and protectlng VO U
W inancialfutdre
GENERAL COUNSEL, P.C.

YOUR LEGAL PARTNER AND TRUSTED ADVISOR
REPRESENTING BUSINESSES IN VIRGINIA, MARYLAND AND WASHINGTON, D.C.
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= Agreements (0 I\/Ialntaln or Increas*@VaIue"
Buy/Sell Agreement
Employment Agreements/Golden Handcuffs
Protect Intellectual Property
Agreements to lock-up customers & vendors

= Prepare for Due Diligence
— Are corporate records and governmental filings up to date
= Review:leases, loans, material coptracts & insurance
— Summary ofallilegal controyversiesss

~ — Clean - up financial statements

GENERAL COUNSEL, P.C.
YOUR LEGAL PARTNER AND TRUSTED ADVISOR
REPRESENTING BUSINESSES IN VIRGINIA, MARYLAND AND WASHINGTON, D.C.
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Management Issues
Employee retention
Third Party Purchasers
Death

Disability

Bankruptcy
Divorce
Withdrawal from business

voeluntary
Involuntary
Specialfincome Tax Issues

GENERAL COUNSEL, P.C.
YOUR LEGAL PARTNER AND TRUSTED ADVISOR
REPRESENTING BUSINESSES IN VIRGINIA, MARYLAND AND WASHINGTON, D.C.




Decision making
» Decisions which can be made by any owner

» Decisions which require super majority or
unanimous consent

Reqguirements for requesting additional eguity and
enforcement of requests for additional equity

Resolving disagreement though a mutually agreed

Upen nen-prejessional arbitraiok

. aa
Reverserolfer:

GENERAL COUNSEL, P.C.
YOUR LEGAL PARTNER AND TRUSTED ADVISOR
REPRESENTING BUSINESSES IN VIRGINIA, MARYLAND AND WASHINGTON, D.C.




—» Actual Purchase
« ESOP
o Stock Options
» Profit Share on significant events
e Bonus pool awarded annually

e Fixed portion
 Payment for Equity
« Cash payments from bonuses (capital gain to employee)
s Sweat equity (ordinary income. te;employee)
' \/oting Versenon=veling _—
—— Reduction in payment or pay-out for equity.fer early withdrawal

GENERAL COUNSEL, P.C.
YOUR LEGAL PARTNER AND TRUSTED ADVISOR
REPRESENTING BUSINESSES IN VIRGINIA, MARYLAND AND WASHINGTON, D.C.




Which events create a mandatory or option repurchase
Valuation.of Business

« Annual mutual agreement of owners
Value of Assets
1 Book value
1 Fair Market Value
Adjusted Net Income
Third party appraisal of business
Resolutien efidisputes in valuation
Leek-back insetiing\aluation —
Reductioninvaltation for early orwrongful withdrawal

Allowing either the entity or the owners to execute repurchase

GENERAL COUNSEL, P.C.
YOUR LEGAL PARTNER AND TRUSTED ADVISOR
REPRESENTING BUSINESSES IN VIRGINIA, MARYLAND AND WASHINGTON, D.C.




Operating/Buy-Sell Agreements
furicling airic pay out of regurcrieise

ey —

SO oL kil the gosqé that 1s 18ymg goldentegags

Life Insurance
1 Ownership (entity, individual cross purchase, escrow agent or trust)
1 Payment of Premiums (by whom, bonus, gross-up for taxes or loans)

Disability Insurance
Third-party financing
Seller financing

1 Fixed note payments

1 \arniable nete payments based upon earnings
lAcrease in pay-eut,period for early or wron_g‘fllj_l_withdrawal
Allecation G pUICHESENNCE eI COVERnaii noIrtercompete
Payments to departing owner for services after termination
Release of existing guaranties of departing owners

GENERAL COUNSEL, P.C.
YOUR LEGAL PARTNER AND TRUSTED ADVISOR
REPRESENTING BUSINESSES IN VIRGINIA, MARYLAND AND WASHINGTON, D.C.




- _Types of transfers

— Asset Sale

= Purchaser can pick and chose assets and gets a
step-up in basis on assets purchased, potential entity

level tax and depreciation recapture
— Equity Sale

= Seller gets capital gains but purchaser is assuming
obligations, of entity

—

= Seller get a deferral on the capital’gain but any cash

received In taxable

GENERAL COUNSEL, P.C.
YOUR LEGAL PARTNER AND TRUSTED ADVISOR
REPRESENTING BUSINESSES IN VIRGINIA, MARYLAND AND WASHINGTON, D.C.




= To produce a current income stream for
Seller’s living expenses

O start a new business
To Investment for retirement
G Pass 0N lethe next generation

e

=o' make charitable gifts

GENERAL COUNSEL, P.C.
YOUR LEGAL PARTNER AND TRUSTED ADVISOR
REPRESENTING BUSINESSES IN VIRGINIA, MARYLAND AND WASHINGTON, D.C.
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= Stock
= |nstallment Sale

— Payment Stream
— Security for Repayment

SConsulting/Non Compete: Rayment
SNEmpleyment Contract

GENERAL COUNSEL, P.C.
YOUR LEGAL PARTNER AND TRUSTED ADVISOR
REPRESENTING BUSINESSES IN VIRGINIA, MARYLAND AND WASHINGTON, D.C.




General Counsel, P.C. 2008 (c)

(703) 556-0411

www.generalcounsellaw.com

e

GENERAL COUNSEL, P.C.
YOUR LEGAL PARTNER AND TRUSTED ADVISOR
REPRESENTING BUSINESSES IN VIRGINIA, MARYLAND AND WASHINGTON, D.C.




Feed Back

r————
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— Please take a moment to co mp-l't_ef’
Back Survey.




It's QUESTION TIME!!




For a PDE copy. of this, seminar please Vvisit

AGGESSHNalIREINEERKESAVENRSITE

e
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WWW.accessnationalbank.com
Resource Center
Industry News & Articles

Outgrowing your Business: How do yeu know:?

Access National Bank

Privacy and Security Statement | Customer identification Program




