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PANEL SPEAKERS

Paul Radeke - Financial Advisor, KDV Wealth Management, LLC

“How to Calculate the Funds Needed to Maintain the Desired Post-Closing lifestyle.”

Barry Kirchoff - Director, Small Business Development
Center, St. Cloud State University

“How to Prepare Your Businessto Receive Maximum Value at the End of Sale.”

Steve Kutscheid - Attorney-at-Law, Gray Plant Mooty

“The Sale Process — Economic, Legal, Psychological.”

Dan Mulvaney - M&A Specialist, Sunbelt Business Advisors

“The Marketplace: Valuation, Transaction Structures and Buyer Expectations”



'INFROM ASSETACCUMULATION TO INCOME ALLOCATION

Effectively transition your retirement savings accumulation strategies to
distribution strategies.

" EYOURWITHDRAWAL PERCENTAGE

Determine the percentage of savings you can withdraw as income each year so
it is sustainable throughout retirement.

RISK

Ensure that your annual income streams are protected against the key risks you
will face during retirement.



THE GREAT TRANSITION

“It’s time to take the sale of my
business and turn it inte income
that I can rely on for the rest of
my life.”

RETIREMENT
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WITHDRAWAL RATE
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CALCULATING RETIREMENT INCOME

Bottom Up Approach

=\Nithin 5 years of retirement or contemplating a liquidation
=Establish your retirement goals
sBudget using current expense levels as a basis

=Full cash flow analysis
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KEY RISKS OF RETIREMENT

Retirement survival requires the following risks
to be addressed:

= Market

Inflation

= Sequence of Return

Liquidity

* Longevity

Taxation

Health

Legacy
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Social security benefits

Interest rates

Longevity

Lack of guaranteed income

Market risk

Health expenses

Inflation/tax increases

1%

“9%

“9%

“9%

3%

56%

61%

Source: McKinsey & Company 2007 Caonsumaer Ratirermant Survay






MARKET RISK

57 positive yvears: Average
positive return 20.9%

Positive versus negative average annual
returns for the S&P 500 Index: 1929-2009

24 negative years: Average
negative return -14.5%

Average Annual Ret rn: g.12%

Drowen Down Drown Ereivn
18%+ 12%-18% B%-1204 L9-6%
1 Year
5 Years
6 Years

12 Years

6 Years

Sources: Thomson wes  ntView and Standard & P or's (S&F), a division of The
McGraw-Hi'l Comp: s, Inc. Each ralendar year lis . chart reflects average annual
perfor sance fromaz, suofprior y~ to12/31 of listeu yew.

The Stan _.Poor’s (S&P) soolr exis anunmanage __ex that tracks the
perfor e ot ~~owidely held, laigecapitalization U.b. stocks. Indices are ~ ot managed
and do1 ti ees or expenses, It is not possible {o invest directiy inar~ ex. Past

performatice is not a guarantee or indication of future results. Individual results may very.
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Hypothetical

Retirement age
&0 years old

Investment
41,000,000

Distributions

%50,000 every year,
increased annualiy for
3.5% inflation

This is a hypothetical
example and is not
intended to project the
performance of any
specific investment.

$1.2M

$1M

$0.8

$0.6

$0.4

$0.2

$0

zero balance: age 97
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Female
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Source: RP2coo Mertality table; IFID Centre calculatinns






HEALTH RISK

Health care costs are growing twice as fast as general inflation.!

2 out of every 3 people age 65 and older will need some form of long
term care in their lifetime.?

Health care cost without long term care expenses is the second biggest
expense for retirees, averaging about 20% of the couples total monthly
expenses.3

About 75 percent of single people and 50 percent of all couples spend all
their savings within one year of entering a nursing home.4
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“Inflation is the one form of taxation that can be
imposed without legislation.” - Milton Friedman, Economist




INFLATION RISK

» “Inflation has superseded health care risk as the top concern of both retirees
and pre-retirees. 58% are very or somewhat concerned and 71%, up from 63%
percent in 2007, express concern that the value of their savings and
investments might not keep pace with inflation.”

-2009 Risks & Process of Retirement Survey Report of Findings Spensored by
the Society of Actuaries (March, 2010)

* The Elderly Spend Differently:

e (ransportation: -29.3%
B Recreation: -21%
Ry
Hoeusing: 23.5% S
Food & Beverage: -24.2%)
i ————— Education: -41.3%
| I Apparel: -41.3%

-60% -40% -20% 0% 20% 40% 60% 80% 100% 120%

Data Source: Burean of Labor Statistics data to end of 2006; IFID Centre calculations






= Change is the one constant we can count on.

» Even the best retirement income planning strategy is
vulnerable if flexibility is not incorporated to
address unexpected events.

» Retirement has witnessed many “poor” millionaires.






» Taxation risk impacts the planning process for
addressing the other key retirement risks

* The decisions we make today “eliminate” or “create”
opportunities for mitigating taxes in the future
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ALUE DRIVERS

Management Depth

Customer Diversity

Owner Involvement

Competition.



ALUE DRIVERS

Customer Satisfaction
Human Capital
Financial history

Operating Efficiencies



VALUE DRIVERS

* Recurring revenue

* Professional Sense
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HOW TO PREPARE

* Seek Guidance from Professionals.

* Enhance or Develop Marketing, Financial,
Operational Plans or Systems.

* Clean Up!



The Different Phases in the
Business/Sale Process
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[II. Negotia
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[V. Buyer’s
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THE MARKETPLACE




THE MARKETPLACE

Buyers
—The Iceberg Phenomenon
— What do they want?
* Pay less than Market
—Cash, Timing, Risk

e Minimize Risk



THE MARKETPLACE

* Types of Buyers
— Strategic Buyers
— Financial Buyers



ERCEPTION IN THE MARKETPLACE

What will be Sold?






HOW IS THE BUSINESS VALUED

Purchase Price

Cash Flow
X
The Multiple



THE MARKETPLACE

“You’re the only one who doesn’t hate me!”




THE TRANSACTION

Two Critical Documents

¢ Letter of Intent

— Define all Material Economics

* Purchase Agreement
— Understand Reps & Warranties

— Define Earn Out Terms . )
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