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Each of us probably knows, or knows of, a Hollywood Entrepreneur. This is someone who at an early age
dedicated themselves exclusively to taking a unique idea, scaling it for growth, and creating “celebrity wealth”
through a sale or IPO. They might have holed up in their parents’ basement, or worked around the clock with a
small team, undistracted.

It's a wonderful and idealistic story, but that is not the experience of most successful entrepreneurs and
business owners.

The reality is that most entrepreneurs are developing and growing their businesses alongside their busy lives.
They have family obligations, lifestyle goals, and ongoing commitments, in addition needing to invest in and
run their businesses. There are clear financial ties between owner and business. The owner’s personal
wellbeing and business success are closely interrelated.

The problem is, not understanding or even ignoring this dynamic interrelationship — particularly during
periods of transition or disruption — can create challenges to success and personal financial freedom. At
minimum, you risk being miserable on the journey due to personal stress, or worse you may not fulfill your
goals and aspirations or may not attain the true independence required to step back on your terms.

To help you address this interrelationship, we developed a simple yet dynamic framework. We call it the 3Rs.
It is based on our work with business owners for over three decades, and we believe it can potentially help
you with your financial decisions - both for your business but also for yourself — to create and manage your
financial freedom.

A 3Rs™ Framework for Personal Profit

The concept of the 3Rs analysis is simple. The 3Rs is a profit paradigm for owners to use in their business, with
the goal to achieve personal financial freedom from their business. For every dollar of profit generated by a
business, you (as owner) have three choices:

1. Reward yourself with a paycheck. v

2. Reinvest in growing the business.

The

3Rs"

When put in proper context of your goals, values, and risk profile, business owners can use this 3Rs framework
to make better decisions around allocating profits to the right places. It helps them set priorities, manage
expectations, and establish behaviors. It may help them to be better prepared for unexpected events, to
minimize events which could derail the business or obstruct their own financial independence.

3. Repurpose into an outside investment.

Plan for What's Important 1 epwealth.com



@) Jevisors Inside the 3Rs Analysis for Business Success

In Charge of Your Options

Over time, the 3Rs analysis may help build liquidity, and liquidity brings options. With options, you can steadily
pursue a path to your goal for your business, whether it's an exit strategy, succession plan, or transition event.

There's no formula or prescribed application of the 3Rs. It varies by entrepreneur and business owner,
depending on unique individual goals. Let's walk through the 3Rs framework at a high level.

\erEWARD

In the early stages of building a business, an owner must straddle the line between paying themselves
(Reward) and sustaining business operations (Reinvest). Indeed, you may be able to temporarily sacrifice your
personal financial well-being for the sake of your business. But many owners and entrepreneurs have on-going
obligations and commitments or seek to maintain a certain lifestyle. And as these commitments grow,
evaluating the balance around the 3Rs factors may be fluid.

Perhaps you have children or aging parents to care for — or both, as we find with many of our clients today.
Maybe you want to work less and enjoy the fruits of your labor. Or conversely, you may need to weather a
business challenge or take advantage of growth opportunities. Your emphasis on Reward at any point in time
depends on your risk appetite, immediate financial obligations, and long-term goals.

\erEINVEST

While Reward satisfies your personal needs and goals, Reinvest tends to your business needs and goals.
It means taking profits and plowing them back into the business. You might be investing in new growth
initiatives, making new hires, or upgrading capital equipment. Perhaps you are making an acquisition. You
might consider third-party capital (equity or debt) for larger business requirements, but reinvesting from
profits is usually a cheaper source of funds.

What's most important is understanding the short-term sacrifices necessary for long-term security. You might
be tempted to invest your own money into the business to support its growth. But this can lead to liquidity
issues if your net worth is tied up in private company stock. Concentrating your personal financial resources in
one asset also increases your risk of permanent capital loss.

\erEPURPOSE

To ensure you have something to fall back on in case your business experiences setbacks, you may need to
Repurpose. By diversifying your assets outside your business, you can help minimize risks of liquidity issues
and permanent capital loss. In short, Repurpose can potentially improve your cash cushion and diversify your
wealth.

In some cases, Repurposing takes greater focus as your personal financial situation stabilizes and you have
enough capital on hand to support the pace of business growth. Or you may want to simultaneously build up
your cash reserves and supplement your retirement resources with personal savings and investments.
Whatever stage your business is in and its long-term performance, Repurposing is one step toward future
financial security.
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Your Own 3Rs Version of Success v

Advisors from our Atlanta office can help build a 3Rs wealth REWARD
management plan around your story, using thoughtful discovery and REINVEST
independent discipline with the goal of helping your assets and your

" " & Pney g REPURPOSE

life appreciate together.

The EP Wealth team is experienced at assessing potential risks versus rewards and making the necessary
business and personal financial trade-offs. Long-term success may require smart short-term decision making
for yourself, your family, and your business. As outlined, it could mean leveraging the 3Rs with an eye on both
where you are today and where you ultimately want to end up.

We believe this approach may work for you, because we've lived it ourselves and guided generations of small
business owner clients along their own paths to business and life success. We look forward to helping you
develop a 3Rs plan for both.

Disclaimer

EP Wealth Advisors, LLC is registered as an investment advisor with the SEC and only transacts business in states where it is properly
registered, or is excluded or exempted from registration requirements. SEC registration does not constitute an endorsement of the firm
by the Commission nor does it indicate that the advisor has attained a particular level of skill or ability.

Request an appointment with an EP Wealth Advisor when you have a minimum of $500,000 in investable assets - which includes
qualified retirement plans (IRA, Roth IRA, 401(k), taxable brokerage, cash (savings / checking) and CDs. Investable assets do not include
your home, vehicles, or collectibles.

Hiring a qualified advisor and/or financial planner does not guarantee investment success, and does not ensure that a client or
prospective client will experience a higher level of performance or results. No guaranty or warranty is made that any direct or implied
results or projections being represented here will be met or sustained.

The need for a financial advisor or financial planner and/or the type of services required are specific to the uniqueness of each
individual's circumstances. There is no guarantee or warranty that the services offered by EP Wealth Advisors, LLC will satisfy your
specific financial services requirements. Services offered by other advisors may align more to your specific needs.

Information presented is general in nature and should not be viewed as a comprehensive analysis of the topics discussed. It is intended
to serve as a tool containing general information that should assist you in the development of subsequent discussions. Content does
not involve the rendering of personalized investment advice nor is it intended to supplement professional individualized advice.
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