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Private Equity Portfolio Company Tax Life Cycle
Life Cycle Timeline 

 Post-acquisition & Pre-Exit
̶ Execute items on 100-day plan (remediate exposures 

identified during diligence + complete other post-
acquisition compliance items (i.e. tax purchase price 
allocations, transaction cost analysis, elections, etc.))

̶ Schedule regular planning calls (i.e. quarterly) 
between RSM and Portco Mgmt teams 

̶ Follow tax compliance calendar + plan
̶ Advise on pre-exit transactions (i.e. ->

 Add-on deals / divestures 
 Sale leasebacks 
 Leveraged distributions 

̶ Complete sell-side due diligence readiness  

 Post-acquisition (first 1-2 months) 
̶ Understanding the legal entity structure
̶ Portco Mgmt team + advisor team to 

walk through the following:
 Roles / responsibilities 
 Structure step-plan + post-

transaction legal structure (org. 
chart)

 Tax due diligence report + “100-day 
plan”

 Income tax filing calendar 
 - Statutory + investor timelines 

 Post-holding Period 
̶ Analyze optimal exit tax structure
̶ Estimate tax attributes 
̶ Identify and remediate risks / exposures
̶ Sell-side tax due diligence assistance 
̶ Gain and tax liability calculations 

On-Boarding (Immediate 
Post-Acquisition Period) Holding Period (Post-Acquisition and Pre-Exit) Exit
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The First 100 Days
• Understanding the legal entity structure and tax reporting implications 

• Statutory and investor 
• Review the "100 Day Plan"

• Incorporates recommended actions from tax diligence report based 
on findings 

• Check-list of post-transaction administrative filings (i.e. "Check-the 
Box" elections) 

• Summarizes requirements per the purchase agreement + timing 
• Tax purchase price allocation

• Other tax planning items 
• Transaction cost analysis
• State nexus analysis
• Debt analysis
• Tax accounting methods adoption 

• Review operating agreement, set-up capital accounts, model the waterfall 
(income allocations)
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Understanding the Legal Entity Structure

• Statutory and investor reporting obligations
• Legal entity tax classifications and tax implications 

• Blockers
• ECI and UBTI sensitive investors 

• Profits interest 
• Separation of K-1 and W-2 recipients
• Alternative structures 

• Debt 
• Movement of cash
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January

- Refresh on structure deck + 100 day plan (for any 
items not already addressed 

- Complete tax purchase price allocation (due 90 days 
post finalization of purchase price)

- Walk through tax return / K-1 information requests

February

- Mgmt team working through (audit and tax) 
information requests / regular calls to talk through 
questions / issues 

- Draft K-1s to PE fund (end of Feb / early March)

March - Partnership tax extensions due March 15th 

April

- Draft K-1s to profits interest members (early April)
- Individual tax extensions due April 15th 
- Corporate tax extensions due April 15th 

May

- Prepare Q2 estimates (due June 15th), if applicable 
- Final K-1s to PE fund (end of May) 

June

- Q2 estimates due June 15th  
- Final K-1s to profits interest members 

Full-Year Tax Calendar
*For acquisition in June of the prior year

July

- File partnership tax returns (statutory due date of 
September 15th)

- Debrief on current year tax process with advisors + 
mgmt team + mid-year update

August

- Prepare Q3 estimates (due September 15th), if 
applicable 

September

- Q3 estimates due September 15th 
- Final K-1s to profits interest members 

October

- Individual tax returns due October 15th 
- Corporate tax returns due October 15th 

November

- Prepare Q4 estimates (due December 15th / January 
15th), if applicable 

- Planning discussions 

December

- Estimated taxable income to PE Fund (early 
December)

- Q4 estimates due December 15th / January 15th
- Planning discussions 



RSM | 7

 

RSM | 7

Investor Expectations / K-1 Reporting 
• Partnership tax driven by investor reporting 

obligations 
• Communication with investors, other third-party 

tax preparers, and company management 
• Legal entity tax classifications and tax 

implications
• Expanded reporting requirements (i.e. tax basis 

capital, K-3)

• Investor Profiles 
• Fund

• Fund reporting covenants
• Multi-tier reporting 

• Institutional investors
• Lenders 

• Profits interest holders
• Rollover members
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Profits Interests
• Incentivize management and provide preferential tax 

treatment on exit 
• Tax reporting considerations 

• 83b elections
• Tax returns for mgmt entity (if applicable)
• K-1s to recipients 

• Communication and expectations  
• Introduction letters and FAQ
• Income allocations / tax distributions 
• Best practices

 Extensions, record-keeping, tax advisors
• "Please consult your tax advisor" 
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The Operating Agreement

• Distribution provisions 
• Operating distributions
• Tax distributions 

• Allocation of income to the partners 

• Partner capital 
• Tax capital 
• Sec. 704b "book" capital 

• Tracking of tax basis vs. tax capital

• Sec. 704(c) methods
• Traditional 
• Traditional with curative 
• Remedial 

• Partnership tax representative 
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Cash Considerations
• Federal withholding 

• Sec. 1446 withholding on direct foreign investors 

• Non-resident state withholding
• Requirements vary by jurisdiction (Quarterly 

payments, due dates) 
• State apportionment 
• Deemed distributions

• Entity level state taxes
• Financial reporting considerations 
• Franchise / gross receipt

• Foreign (local jurisdiction) taxes 
• Financial reporting considerations

• Tax distributions  
• Governed by operating agreement  



Tax Planning

Methods

 Accounting methods review

o Revenue recognition

o UNICAP

o Acceleration of 
prepaids

 Sec. 266

o Election to capitalize 
interest that would 
otherwise be subject to 
Sec. 163j limitation, to 
certain assets  

Transfer Pricing

 Management of effective tax 
rates

 Cash repatriation strategies 

Credits

 Federal (i.e. R&D)

 State

o Job creation / retention

o Re-location 

o Significant capital 
investment 

State Tax Analysis

 State nexus studies 

 State apportionment analysis 

o Reduction of franchise 
level taxes

o Sourcing of gain on 
exit 

11
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Holding Period Transactions 
• Add-on acquisitions  

• Recoverable basis 
• Rollover investors 

• Divestitures
• Gain calculation and tax liability calculations
• Sell-side diligence 

• Entity level state taxes
• Financial reporting considerations 
• Franchise / gross receipt

• Distributions 
• Tax holdback calculations 
• E&P analysis (for distributions out of 

corporations in the structure)
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Exit Readiness
• Tax Health-check

• Understanding the tax landscape, potential 
issues and opportunities

• Discuss remediation issues 

• Cash management 
• Optimize transfer pricing 
• Monitor tax liabilities / refunds 

• Settle intercompany balances and clean-up structure 

• Distributions 
• Tax holdback calculations 
• E&P analysis (for distributions out of 

corporations in the structure)

• Modeling optimal exit structure 
• Push-down of blockers 
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Blocker Push Down
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Simplified GEO Beginning Structure
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Transaction Steps
Transaction Steps
1. AIPCF V GEO Blocker I, Inc.’ (“GEO Blocker 

I”) and AIPCF V GEO Blocker II, Inc.’s (“GEO 
Blocker II) proportionate membership interests 
in The GEO Group, LLC (“GEO Group”) is 
distributed up the chain to AIPCF V AIV G, LP 
(“AIV G”).

2. AIV G distributes the membership interests of 
GEO Group received in the distribution to 
GEO Blocker I and GEO Blocker II in full 
redemption of GEO Blocker I’s and GEO 
Blocker II’s partnership interests in AIV G.
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Simplified GEO Ending Structure
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Exit: Tax Roles and Responsibilities 

Portfolio Company

 Collecting tax related 
information and materials for 
the data room

 Assisting in any pre-sale 
restructuring

 Implementing the pre-sale 
tax due-diligence plan

 Addressing potential tax 
exposures (i.e., controlling 
the narrative)

 Assisting in drafting of the 
legal agreements (tax reps, 
tax covenants, etc.)

 Participation in tax due 
diligence process/calls

AIP

 Overseeing the exit process 
from the tax perspective

 Coordinating between the 
major parties involved 
(including the deal, legal and 
financing AIP teams)

 Structure considerations
 Portfolio level
 Fund level

 Addressing material 
economic tax-related issues 
during the exit process

3rd Party Advisors

 Tax structuring workstream
o i.e. push-down of 

blockers
 Tax modeling workstream 

(tax attributes, tax step-up, 
tax leakage calculations, 
etc.)

 Pre-sale tax due-diligence 
work (e.g., tax fact book, 
vendor due diligence, etc.) 

Acquiring Parties

 Buyer side tax due diligence 
process

 Negotiation of legal 
documents 
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Comments, Questions, 
Open discussion 
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