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THE M5O
STRATEGY

A Management
Services Organization
(MSQO) is a valuable tool
to enhance your
practice and provide
your business owner
clients with the ability
to better

and utilize those
savings to
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WHO IS THIS STRATEGY
FOR?

Business Owners with:
e Consistent revenue (3+ years of profitability)
e Total Annual Personal Income of $2.5M+
e Annual Federal Income tax liability of $500k+
e 4 owners or less, privately held businesses




THE PROBLEMS

 Business owners' assets may be at risk without a central business entity
to protect assets and share common resources

 Business owners are paying significantly more in taxes than is necessary

e Business owners are unprepared for the significant tax increases
coming in 2026

 Business owners have continuity and wealth gaps that may hinder their

ability to successfully run and/or exit their businesses

The Wealth Gap: potential discrepancies between long-term lifestyle income goals
and the means to accomplish them

The Continuity Gap: potential financial & operational risks to the business(es) ability
to function without significant disruption

The Tax Gap: potential excess in taxes paid due to cash flow inefficiencies or sub-
optimal entity financial structures

THE SOLUTIONS

Incorporate a Management Services Organization (MSO) into their
business enterprise.

e The MSO creates a central entity to protect assets and share
common resources across the enterprise

e The MSO may reduce tax liabilities for the business owner

e The MSO may insulate the business owner from the 2026 sunset
provisions by leveraging the difference in taxation structures
between the MSO and their operating company

e The MSO creates savings that may be applied to purchase insurance,
providing a hedge against risks related to continuity and wealth

gaps.

GUARDIAN

TAX CONSULTANTS



Pass-through Structure
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POTENTIAL DRAWBACKS

Double Taxation
* A dividend tax of 20% may be required to distribute earnings for personal
consumption out of the MSO
* Business owners should continue to pay themselves a salary to cover their living

expenses and allow the rest of their after-tax dollars to accumulate tax
efficiently in their MSO

Accumulated Earnings

e This tax is imposed on any C Corp funds permitted to accumulate over
$250,000 instead of being distributed to shareholders

e Exemption may occur by documenting the business purposes for retaining
working capital such as reinvesting those earnings in the growth of the business,
acquisitions, shareholder succession planning, business continuity

* Business purpose(s) should be recorded in the corporation’s legal documents
such as meeting minutes, accounting reserves, financial statements, business
plans, strategic planning documentation

Planning for an Exit
» Wealth can be transferred from one generation to another through the MSO
e Accumulated earnings can be drained on qualified business expenses
e MSO may be converted to an S corporation, appreciated assets may be sold
after 5 years at a more favorable tax rate
A strategic buyer may purchase both the operating companies and the MSO
* All remaining earnings may be distributed as a dividend

Ongoing Maintenance and Compliance
* Management fee calculations must be accurate, up to date and properly
recorded
* The fees must accurately reflect the services provided
* Requires an additional set of MSO books and tax returns for the new
entity
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CASE STUDY: MSO W/IUL

Background

Clients: two 50% joint partners (ages 47 and 61) of an
engineering company organized as an LLC. Company
generated $85 million in gross annual revenue; $14 million in
net profit.

Each partner received a K-1 with approximately $7 million in
annual income taxed at the highest marginal tax rate of
37%. Each partner paid ~$2.8 million in federal taxes.

Each partner’s personal net worth and income were highly
concentrated in the business.

In addition, age difference in the owners made
succession/exit planning a challenge without sufficient

liquidity.

Wealth Gap

Solutions
Age 47 partner:
*Purchased an IUL with $750,000 7-pay premium policy
from his MSO using the cash savings
*At a 5% growth rate, the cash value accumulation at
age 65 is ~S$14million
+ Target premium was $513,000

Age 60 partner:

*Purchased an IUL with $2,000,000 7-pay premium policy
from his MSO using the cash savings

*At a 5% growth rate, the cash value accumulation at
age 70 is ~ $19 million

+ Target premium was $931,000
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Tox Gap
Solutions

Created individual MSOs for each partner.

o Additionally, created an LLC taxed as a partnership,
owned 50/50 by each individual MSO.

e Management fees are charged to the engineering
firm operating companies for services provided by
the MSOs.

Results

o Provided liability protection for employees working in
a hazardous environment

e Each partner’s K-lincome was reduced to $500,000
(from $7 million):

o Tax savings for each partner: “$2.5 million

e MSO federal taxes: “$125,000 each

o Net tax savings: ~$2.375 million for each partner

Continuity Gap

Solutions

Liquidity

+Buy/sell documents were updated to use the policies’
cash value accumulations to fund a buyout

* In addition, these partners had sufficient liquidity and
outside income to maintain their quality of life in the
event of any plan shortfalls or business failures

Exit Strategy.

*In 2023 the now age 64 year old owner sold most of
his business interest to the younger partner

* The MSO was used to hold the seller note and helped
with tax efficiency on the sale of shares



CASE STUDY CONTINUED:
MSO W/IUL Tor Age 47 owner

0 7872 Loan for 7 years, $5.25M total premium paid

MSO

$2.5M
Annual Tax
Savings

AFR Rates paid
annually from CV

9 In Yr 22, CV used for
$5.25M Loan Repayment,
$1.IM in Dividend Taxes

O $50M DB at

4 )
IUL Policy

Trust Owned

<]

Age 90 for Heirs

$513k Target Premium
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THE CLIENT PROCESS

« Q3 & Q4 Check Ins for maximum

results 0 5
« Annually Updated Reports
» Ongoing Compliance Support

o Solutions Set up
o Weekly Progress 0 4

0 3 Updates

e Personalized Plan
Design

 Coordinated with your
professionals

e About Guardian 02 o Tax and Risk Assessment

Report
01 o AboutYou o Consultative Meeting
 Data Gathering with your CPA

Cost Per Business Owner

e Tax and Risk Assessment Report:  $7,500
e MSO Implementation: $25,000 to $30,000*
e Maintenance/Oversight: $10,000

(Annual Engagement after Year )

*Implementation Cost dependent on number of operating companies
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CLIENT PRESENTATION

The MSO’s Impact
Estimated 2024 Federal Taxes with MSO

Utilizing an MSO Entity Strueture may reduce your federal effective tax rate and taxes owed as shown below:

Current Tax Rate Optimized Tax Rate
37.9% 21.8%
Current Amount Owned Optimized amount Owed

$1,200,000 $601,000

The estimated tax overpayment of $599,000 is based on 2023 federal tax rates for your entities and filing status.
This does not factor in eligible deductions, state income tax, or earned income tax.

Utilizing MSO Savings

/
Iotal Revenue: Total Revenye; /
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+ Personal Income

] o $2.250,000
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TAX AND RISK ASSESSMENT REPORT

. Customized 30 page document identifying your client’s specific risks and potential
strategies to mitigate the risks, including life insurance.

» Specific and accurate data based off client's personal and business tax returns, personal
financial statements and balance sheets.

» Anindependent tax attorney reviews and validates the feasibility of the MSO strategy for your
client, provides reasonable compensation of management fee compliant with IRS guidelines.

SECTION 3

INDEPENDENT TAX
ANALYSIS

This section of the report was prepared by [XXX].

SECTION 4:

Current Status REASONABLE COMPENSATION

One of the benefits of utitizing an M50 strategy i the patentisl for tax savings. As you ane currently
mudtiple income streams that ane additive, driving your total annual incorms it thi highest 1ax brack]

= 2020 personal tax retum; taxable income of $1,137,891; tax lability of $304,828

. Reasonable Compensation Study
« 2021 parsonal lax raturm: taxable incoma of $1,876,470; lax Eab@ty of $596,432

Ta caloulate the falr marcel value of servicas o be provided 1o [XXX] your assigned tax attomey performad the following

» our affective tax rate for sech year is around 3%, but most of your income falls within the b prmcedures

= You have income and kosses from ten flow-through antities that are taxed on your pavsonal t)

L Provided an isterview for reascrakis compensation, The calculabed compensation from tho imerview relies on daks provised
and interast income

by Rasicnable Companastion Repoiy, Bunssy of Labor Sistiatics and US Ceniua dals to caiculsle & concite, uwrlbisded, and
Justifiabla figurs.
MS0: Assessment & Impact

) ) = 2. WEad Induslry Benchmaiking from C51 Makat 10 calculals gross mangin avarages in tha DO markat POOCK)
Utiizing an M50 mary mithgate your risk of commingling assets, sod fiexibility in resource sharing acidg

wheh STuctured for tax effickency, save you significant taxes, By creating an M30 1o provide sendce
company and erganizing it 03 & C=corporation you can shift a pertion of your highest taxable income
fawaranle rate:

3. Caloulated the minkmal overnssd snd profit mansgement fes using bassine parcentage [15%)

g L Eal 5 - £, Summed the direct costs, owernead and profit to amive ot & fair marie! value for servioes: using both methods
« Tha M50 is structured as a C Corporation, which is taxed at a 21X tax rate. Dividends from the C

batwean 0-20% (based on the individusls tx bracket).
= Management fees pald to your M50 should be used for business purposes In servicing your operd
asccumuisted sarmings should be utilized for busingss use purposes,

5. Determined the valuo of fisancing personally guaranteed using 1Fe Present Valug mothod,

. Calculatod ihe walue of Othor Facton, inciuding indusiry sxpartise and pears of auperionce in the isdustry, industry

« Your M50 should provide business services and not parsonal services to avoid being classilled ag SOAIBLT, Spl TR b e 85 WL

Corparation
« Based on riry analysis of your Lax situation, an M30-executed structune for 2021 and 2022 could I

[Real Estate] Development Margin
+ savings of $264,481 and 3300,307, respectively:

Wanagement and Supervision direct labor From inderview - [MAME & TITLE] s ke
Tax Savings Tables
Vil of Perionsl Gusranses EXNLBES
[ 2021 Tawes (Actusl) iznﬂvnum P — 30
Wages - $250.000 Tatal Direct Labor 1T
Businsss ircoma (5% Growth) $1,618,553
Management Fee (5% Growth) e §7,508,553 Divest cisstfiabony B & percenings of revesmes far e foal evtahe intusiny SOAN,
Cher M50 Expersas® [20K] = $azam Tetal Anwatsle Maragerment Fee EBIRETY
Tax o Pearsansl Retam $A4T 083 $121283
Carparate Tax Rabs & 2% . 3503183021 = Minimal Overhead and Profit
Tatal Taa $84T061 $248,670
Dt Labor Eada.137
Talsl Savings with MG = $300.303
Craarniad @15 p Pt
% Tax Savings - 4845
Profiy B 15K FURIED
Eiread Libeie: Massigearreni Fes ey

Baged on our analysls, the reasansble rangs for the mesageer fee It 51,2568 837 1o §1,007,877,




THE PRODUCE
PROCESS

o Annual Q3 & Q4 Check Ins for

maximum results
« Additional insurance solutions

 Tax and Risk Assessment Report
« Tax Attorney signs validates the

strategy and management fee e Personalized Plan for MSO set up
e Report sells the insurance as ¢ Begin underwriting
solution to identified risks « Coordinated with you and their
financial 04

professionals

 Qualified prospects receive a
projection deck

 You present the MSO projection to

your client

¢ Submit client intake
01 data
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PRODUCER SPLITS

Advisor Designing
Insurance Strategy

Guardian
30%

Advisor

70%

Guardian
40%
GTC Travels for Client
and Sales Support
GTC
provides

Guardian policy Advisor

50% 50%

design
and
support.
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e Agreement to cowrite policies
related to the MSO

e The policy designer will be
responsible for the Split Dollar
Loan Regime compliance and
ongoing economic benefit
valuations and loan tracking

GTC Designing
Insurance Strategy

GTC provides
policy design

and support.

Advisor
60%

Guardian Tax Consultants (GTC)*
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615-333-7653

info@guardiantaxconsultants.com
guardiantaxconsultants.com

554 Franklin Road, Suite 105, Franklin, TN 37069

MSO Client Intake Form

Client Name:

DOB: City & State:

Gender: Female____ Male____

Annual Income Required:

(Pre-tax Consumable amount to maintain lifestyle)

Business Name #1:

Annual W2 Wages:

Federal Tax Filing Status

Business Net Income for Taxes #1:

Entity Type #1:

Percent of Ownership #1:

Business Name #2:

Business Net Income for Taxes #2:

Entity Type #2:

Percent of Ownership #2:

Business Name #3:

Business Net Income for Taxes #3:

Entity Type #3:

Percent of Ownership #3:

Producer/advisor Name:

Scan or
Click to
fill form

Producer Group (if applicable):

Your number:

Your email:

-]
i

Your Company Name:

i

EJE% [=]
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ABOUT GUARDIAN TAX
CONSULTANTS

e Have been implementing MSO Strategy since 2019

 Strategy verified by third party tax attorneys and respected legal
professionals

e Industry Leader in this strategy

» Dozens of satisfied business owners currently utilizing the MSO Strategy

e 100% retention rate

* Referrals coming from CPA advocates

For a sample of the client
presentation for this strategy, SCAN
this code or CLICK here

ot Tl TV o
£ X : E:

Schedule a Call
Today

. 615-333-7653

> info@guardiantaxconsultants.com


https://guardiantaxconsultants.com/wp-content/uploads/2023/09/MSO-Sample-Client-Presentation-Email-Version.pdf
https://calendly.com/guardian-tax-consultants
https://calendly.com/guardian-tax-consultants
https://calendly.com/guardian-tax-consultants
tel:615-333-7653
mailto:info@guardiantaxconsultants.com
mailto:info@guardiantaxconsultants.com

