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The Blueprint System™

The Blueprint System™ - Exit Strategy Series

Exit Planning From Day One

Build to sell for 2-3x what you paid in 3-5 years

7

The Exit Multiplier Effect

Every $1 of EBITDA improvement = $4-6 exit value
Every system you build = 0.25x multiple increase

Every dependency you remove = 10-20% value boost

The 6 Exit Options Ranked

Exit Type

Strategic Buyer

Financial Buyer
(PE)

Competitor

Timeline

2-5
years

3-5
years

1-3 years

Multiple Pros

Highest price,

4-7x .
synergies
Keep management
4-6x P g '
growth capital
Quick close, knows
3-5x

industry
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Cons

Cultural fit, job
losses

Second bite
required

Lower price,
integration




Management

3-7 years
Buyout

2-4
ESOP

years

. 5-10

Family Transfer

years

The B

2.5-4x

3-4x

2-3x

lueprint System™

Smooth transition,
legacy

Tax benefits,
culture preserved

Legacy, control

Building Exit Value From Day 1

Financing
challenges

Complex,
expensive

Family
dynamics, lower
value

s

The Value Driver Checklist

Financial Drivers (40% of value):

e ([ Clean books with CPA-prepared statements

e (O 3+ years of growth trend

O EBITDA margins >15%

e ([ Recurring revenue >40%

O Customer concentration <20%

Operational Drivers (30% of value):

e (O Documented systems and processes

e [ Management team in place

O Scalable without owner
O Strong employee retention

Market Drivers (30% of value):

e [ Growing industry/market

O Technology infrastructure modern

e [ Competitive advantages clear
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The Blueprint System™

e [ Geographic expansion possible
e ([ Acquisition opportunities
e [ Recession-resistant model

Year 1: Foundation Building

Months 1-6: Clean House

e Convert to accrual accounting

e Implement ERP/CRM system

e Document all key processes

e Separate personal from business
e Build management dashboard

Months 7-12: Strengthen Core

e Hire/promote key managers
e Diversify customer base

e Lock in recurring revenue

e Improve gross margins 2-3%
e Create employee handbook

Year 2-3: Scale & Systematize
,
The Owner Independence Test

Can the business run without you for:

e 1 week? (Minimum viable)
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The Blueprint System™

¢ 1 month? (Good systems)
e 3 months? (Exit ready)

How to achieve this:

1. Delegate all customer relationships

2. Remove yourself from operations

3. Empower managers with P&L responsibility
4. Create incentive alignment (phantom equity)
5. Document your remaining functions

Multiple Expansion Strategies

r

How to Go From 3x to 5x Multiple

. Impact on Implementation

Action . .

Multiple Time
Add recurring revenue model +0.5-1.0x 6-12 months
Diversify to no customer

+0.3-0.5x 12-18 months
>15%
Build management team +0.5-0.7x 12-24 months
Geographic expansion proof +0.3-0.5x 6-12 months
Technology differentiation +0.2-0.4x 6-18 months
Audited financials +0.2-0.3x 12 months
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The Strategic Buyer Courtship

7

Building Relationships Early

Year 1-2: Plant Seeds

e Attend industry conferences

e Join strategic buyer's vendor network
e Partner on small projects

e Share market intelligence

Year 2-3: Deepen Ties

e Joint ventures on larger deals
e Executive relationship building
e Strategic alignment discussions
e Soft acquisition conversations

Year 3-5: Execute Exit

Position as strategic acquisition

Demonstrate synergy value

Negotiate from strength

Close at premium multiple

Financial Engineering for Exit

EBITDA Adjustments That Buyers Accept

Add-backs allowed:

e Owner compensation above market
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One-time professional fees

Family members on payroll

Personal expenses in business

Above-market rent (related party)

Example:

Reported EBITDA: $500k

+ Excess owner comp: $100k
+ Wife bookkeeping: $40k

+ One-time lawsuit: $60k

= Adjusted EBITDA: $700k
40% increase in value!

The Investment Banker Selection

Firm Type Deal Size Fees
Business Broker <$2M 10-12%
M&A Advisor $2-10M 8-10%
Boutique IB $10-50M 5-7%
Regional IB $20-100M 3-5%

Best For

Main street businesses

Lower middle market

Industry specialists

Broader reach

. Lehman Formula is Dead

Modern fee structures:

¢ Minimum fee: $150-500k
e Success fee: 3-8% sliding scale
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The Blueprint System™

¢ Retainer: $10-25k/month (credited)

Exit Preparation Timeline

18 Months Before Exit

e Hire fractional CFO

e Begin financial cleanup

e Interview investment bankers
e Get business valuation

12 Months Before Exit

Engage investment banker

Prepare offering memorandum

Identify buyer universe

Optimize operations

6 Months Before Exit

Launch sale process

e Management presentations
Negotiate LOIs

Select final buyer

3 Months Before Exit

Due diligence period

Purchase agreement negotiation

Financing finalization

Close transaction
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Tax Optimization Strategies

7

Keep More of What You Sell For

Pre-Exit Tax Moves:

1. QSBS Qualification: 0% federal tax on $10M

2. Installment Sale: Spread tax over years

3. Charitable Remainder Trust: Defer and reduce
4. Opportunity Zone: Defer gains until 2026

5. State Shopping: Move before sale

Structure Optimization:

e Asset vs. stock sale implications

e Earnout tax treatment

e Working capital as capital gain

e Consulting agreement ordinary income

Post-EXxit Earnout Protection

Protecting Your Second Bite

Earnout landmines:

Budget control loss

Integration disruption

Changed business model

Key employee exodus

Protection strategies:
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Acceleration on change of control
¢ Minimum operating covenants

Dispute resolution pre-agreed
e Escrow vs. earnout tradeoff

The Perfect Exit Package

What Buyers Want to See

The Data Room Essentials:

e 3 years audited financials

e Customer contracts and retention data

e Employee records and agreements

e Technology and systems documentation
e Legal and compliance clean

e Growth plan and projections

e Management team bios

e Competitive analysis

The Story That Sells:

1. Market opportunity massive
2. Competitive moat strong

3. Growth trajectory proven

4. Team staying post-sale

5. Synergies quantified

6. Integration plan ready

Exit Value Calculator
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Your 5-Year Exit Projection

Purchase Scenario:

e Buy price: $1M (3x EBITDA)
e EBITDA: $333k

Exit Scenario:

e Revenue growth: 20% annually = 2.5x

e Margin improvement: 15% to 22% = +7pts
e Exit EBITDA: $333k x 2.5 x 1.47 = $1.22M
e Multiple expansion: 3x to 5x

e Exit value: $1.22M x 5 = $6.1M

Return: 510% in 5 years (42% IRR)
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