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Section One

Wealth Management PlarOverview
Q J

This confidential report was created for your personal

use and future reference only. Each section is designed to
give you a betteanderstanding of your financial
circumstances and some reasonable projected for the
future. The report reflects your financial standing today
and where you are likely to be in the @vent of your
disability, death or retirement. It will provide valuable
information for.years to come.

The goal of thisvealth managememptan is to make the
greatest possible use of your present and expected
financial resources. The plan assumes your expressed
willingness and ability to take on an-appropriate level of
risk and &o to make the necessary cash and investment
commitments. Your report coordinates all of your assets,
liabilities, and sources of income, putting them into
perspective when compared to your stated goals and
objectives. Needs or deficiencies are identifiead
recommendations are included to illustrate how you may
improve your circumstances.

SAMPLE TOOLS AND REPORTS AVAILABLE ONLINE!

Click Hereo access sample online reports and software tools to see examples of hd
we utilize the latest planning and weélalmanagement technology to help you design an
update your personalized wealth management pl&o two plans are alike. Your plan
will very likely be different from the example you see hefes a client, of course, we

would also provide you with secummline access to your own plan, along with the abilit
to update or modify it if you wish.

When prompted, enter the following ID and password information to access the samj
reporting site:

ID: AlA guest
Password: guest A1A

Supplementary information is also included to help clarify some issues. Periodic review will be
necessary to keep your financial plan up to date and aligned with your priorities. If, after a


https://www.moneyguidepro.com/tradepmr/Guests.aspx?gst=18F06A1ED2F3CCFD46306F3C6003727C9CC69208118C7CED835DDBF2E37F3F68

thorough review of thelan, you feel you'd like to make different assumptions, we'll be happy to
make adjustments based on whatever assumptions you may wish to adopt.

The full value of any plan lies in its implementation Once your plan accurately reflects what
you're persaally trying to accomplish, and the more rapidly these changes are made, the more
likely the desired results will be achieved. No financial plan is of any value until it is
implemented. Our services are available to assist you fully with all phasesfioatnsal

planning process, from the discovery phase through implementation and ongoing maintenance.

** DISCLAIMER **

Thiswealth managememplan was designed from the personal information and documents
furnished by you, and it is based on your dggian of personal objectives and your preferences.

This plan is not to be construed as offering legal or accounting advice. You are encouraged to
discuss this plan and its findings with your attorney and accountant. It is essential that the tax and
legalplanning steps be considered only with the advice of your attorney, CPA, and your other
financial advisors, with whom we will be happy to coordinate your plan.

These reports show ballpark estimates of your future financial situation, and are inteydesi onl
a basis for discussion with your professional advisors. The estimates shown in this report are
based on many assumptions that may or may not occur. Both principal value and investment
returns will fluctuate over time.

No warranty as to correctnessgiven and no liability is accepted for any error, or omission, or
any loss, which.-may arise from relying on this data. Every effort has been made to assure the
highest reasonable degree of accuracy in your financial plan. However, due to the dynamic
nature of our economic and tax environments, no guarantees or assurances can be given
regarding the profitability or tax benefits of any investment. The only assurance is that over time,
every investment programis likely to produce some losses on the racli¢ging longterm

gains.

This plan.is-only as accurate as the information on which it was based. If the data originally
supplied to us is incorrect or incomplete, the plan will reflect these inaccuracies, and these errors
will project into the futuretaa magnified rate. Certain assumptions made by us, or you, may also
limit the accuracy of the data. Please review your plan inputs carefully. Also, the further into the
future this plan projects, the more inaccurate it becomes. As a result, your plahbghou

updated at least annually to ensure its continued accuracy.

Where rates of return, taxes, and inflation estimates are used to simulate investment results, they
should not be construed as guarantees or warranties of profitability. Computerizechgpectr
projections of assets, portfolios, and markets are to be considered as statistical models based on
past performance only. Past performance is no guarantee of any future results.

No investments, strategies, or recommendations in this report aredrsuthe FDIC, any
governmental agency, or other corporation. Stated guarantees associated with any recommended



life insurance or annuity products are limited to the claims paying ability of the underwriting
insurance company only.

Where tax benefits artustrated, they are based on the best information currently available.

Various proposals are made from time to time to change the tax laws, and it seems probable that
many of our current tax laws will undergo changes during the years illustratedfinahisal

plan. Some of these proposals, if enacted, might have a serious adverse effect on tax
consequences of some of the investment strategies proposed. On the other hand, some proposals
may significantly enhance your position if enacted.

**DISCOVER SUMMARY **

John & Mary Sample

Interview Notes, Assumptions, Priorities, and Goals

John is55 and Mary is50 years of ageJohn is aecentlyretired militaryveteranwho now owns

a small sigamaking company. Mary is a fdlime nurse with the local hospital. They have
threeadult children(Carol, Dan and-Ellenwho recently graduated college and are now on their
own.

Your answers to our risk tolerance questiomscate that you have a moderate risk tolerance
(the five risk categories are Conservative, moderately Conservative, Moderate, Moderately
Aggressive, and Aggressive). This gauges your ability to assume riskwiingnessto

assume risk is about the saageyourability to assume risk.

There are two time frames for the investment portfolio. Both are considered to Herong
Because your health is excellent for your ages, your combined life expectancy is over 25 years.
The second time frame occurs whba remains of the portfolio will pass to your heirs. The
purpose of this investment.account is to provide retirement income for John and Mary Sample.

Ot her than providing for your childrenés educ
needdor significant withdrawals from the portfolio, so your liquidity needs are high. These
long-term financial goals begin after retirement, and include:

1 purchasing a higend RV

1 purchasing &oat

1 annual trips abroad

1 acabin in Montana

1 new vehicles everfjve toseven years.
Your current income needs from the portfolio are minimal, calling for atetain approach
that focuses more on loxstigrm capital gains than on the generation of current income. There are
no particular preferences, constraints, legajulatory, or unique needs noted for either your
personal or qualified portfolios.

Your liquid assets are currently sufficient to provide the cash reserves needed for emergencies.



FINANCIAL PLANNING GOALS

John wishes téully retire in12 years, and Mary wishes to continue working part time while
John is retireduntil she reaches age.65

Your main financial goal is to maintain a balanced portfolio to provide adequate retirement
income.

Your stated annual retirement income goalliS0$000 of net, aftetax; spendable dollars. This
income stream will be constructed to attempt to increase at an-average annual inflation rate of
around 3.0% over your life expectancy. This income stream-will also be constructed to attempt to
continue througlohré age of 100.

Maintain adequate disability and survivor income to. maintain current living standards without
depleting capitalintil you are both retired

Restructure income and assets to achieve current tax liabilities.
Contribute to college fundsr your grandchildren

Preserve principal and earn average rate of retn on investments sufficient to overcome
inflation and support your desired lifestyle.

FINANCIAL PLANNING CONCERNS

Have the mortgage paid off in 2021, vehicles in 2015 bawdne 100% debt free

Mary expressed concern about how their rental
if they wereimaking money on it or not.

Both of youhavevoiced concerns about periodic cash shortfalls within thersigking

business. Although Johndés military pension an
needs, you want the business to stand solidly on its own with no further infusions of personal

capital.

Managing your cash flo@nd controlling unexpectezkpenditures is a concern.

Being insured for major property or investment losses is a concern.

Assure proper estate distribution according to your wishes and maintain sufficient liquidity to
cover estate settlement expenses.

Obstacles you feehayimpede your goals are poor health, taxes, possible changes in
employment, disability, and inflation.

John is concerned about the performance and stability of his life insurance caftpangadig
several news reports about possible financial trouble with the company



FINANCIAL PLAN ASSUMPTIONS

Your current marginal tax bracket: 28%
Your average tax bracket: 25%
Average annual inflation rate: 3.0%
Bonds: 5%

Bond Mutual Funds4%

Equities:6% - 10%

Annuities: 5%

Social Security Inclusion: 50%

Social Security COLA Rate: 2.8%
Johndéds Age to Co67l
Maryos Age tao Cob7
Johndos Life Expect
Maryos Life Expect
Personal Residence Growth R&e5%
Personal Property Growth Rate: 2.5%
Rental Real Estate Growth Rate: 7%
Inflation Rate of College Expenses: 7%

ect Soci al
ect Soci al
ancy: 100
ancy.: 100

Security:
Security:



Section Two
Cash Flow & Spending Plan
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OVERVIEW OF BUDGET AND CASH FLOW

This section will help you understand not only where your
cash goes now, but also where your spendeegls are

likely to change in the future. The dataused to generate the
spending plan comes from a combination of personal
interviews, your financial statements, assumptions, and
estimates. These values change daily, so there will always
be a level of inamuracy that cannot be avoided. However,
using the spending plan to anticipate thelarger expenses
that occur throughout life begins with a snapshot of your
current spending needs and preferences.

If you have not already done so, complete the inclieldet worksheets and give them to your
advisor. We will use this information to help you see how inflation can affect your plans over
time, particularly with respect to expenses that increase more rapidly than the overall inflation
rate, such as healthresexpenses and college costs.

Replacement costs are a commonly overlooked part of family budgeting. It is also the biggest
reason why peopleds budgets never seem to add
plan, we can help you keep track of oxdjems that need to be replaced or serviced periodically

and other budget fAsurprises. o Most families n
and common things happen, like $10,000 needs to be spent on a new roof, this could be

disastrous fothe family budget for years to come. Therefore, it is critical to account for these

items on a regular basis.

Forecasting oneds spending needs well into re
unpredictability and rising costs of healthcarengl with the erosive effects of inflation and

taxes, all serve to undermine your savings efforts. Your wealth management plan takes these
factors and more into account, helping you overcome many of these challenges. Having a clear
picture of your budgdbday is a necessary starting point for this loergn planning.



Personal and Family Expenses

Budget

Personal Insurance Expenses

Category

Monthly Budget Amount
Alt1/

LEL Retirement

Category

Monthly Budget Amount
Alt1/

L Retirement

Alimony

Disability for Client

Bank Charges

Disability for Spouse

Books/Magazine

Life for Client

Business Expense

Life for Spouse

Care for Parent/Other

LTC for Client

Cash - Miscellaneous

LTC for Spouse

Cell Phone

Medical for Client

Charitable Donations

Medical for Spouse

Child Activities

Umbrella Liability

Child Allowance/Expense

Other

Child Care

Child Support Taxes

Child Tutor

Clothing - Client Category Monthly Budget Amount
Clothing - Spouse o= Retirement
Clothing - Children Client FICA

Club Dues Client Medicare

Credit Card Debt Spouse FICA

Payment Spouse Medicare

Dining Federal Income

Education State Income

Entertainment

Local Income

< SAMPLREPORT ONKkYore specific recommendations are contained in
your custom wealth management plan. >




Section Three
Personal Net Worth

OVERVIEW OF NET WORTH REPORTS

The data used to generate your net worth snapshot comes from a
~combination of personal interviews, your finanatdtements,
assumptions, and estimates. These values change frequently, so
there will always be an unavoidable level of inaccuracy inherent
to these reports.

The Statement of Net Wortkport presents a tdpvel summary
of where you are nowt his is asnapshot of where you were at
the time of our Discovery meeting only. These figures are not
projected future values.

Assets, cash value life'insurance, and liabilities are all stated
using current market values. Net worth is the result assuming
that allassets were sold at their market values, no taxes were deducted, and then all liabilities
were subtracted. This is an estimate of your current wealth.

Projecting the Future

Your detailed wealth-management plan will illustrate how your net worthcimayge over time,
based on projected earnings, withdrawal rates, anticipated taxes, etc.

Real growth must take inflation into account. If your average annual rate of growth is 7% and
annual inflation is 3%, then your real rate of return is the differenc&o.

A good measure of the benefit of wealth planning and investment management is how your net
worth improved over what you would have realized if you never took the important step of
meeting with a wealth manager to examine the details and strategigsd to manage your

assets and actively pursue your goals.



< Sample Dat®Only>

Net Worth « Allocation

Summary | Detail

This is your Net Worth Statement as of 12242011, Your Net Worth is the difference between what you own (your Assets) and what you owe (your Liabilties).
To get an accurate Net Worth statement, make certain you have entered all of vour Assets and Liabilties.

$800,000 - Investment Assets
Retirement Plan : 400,000 »
5600.000 - Annuity ; 100,000 »
Taxable : £120,000 »
5400,000 - Total Investment Assets $620,000
Other Assets
5200,000 -| Business and Property : 150,000 »
Total Other Assets $150,000
S0 - Liabilities
Personal Real Estate Loan : 35,000 »
Assets Liabilities  Net Worth Vehicle Loan ; 514,000 »
Business Loan : £20,000 »
Total Liabilities $119,000
M investment Assets S620,000
M Gither Assets + $150,000 Net Worth $651,000
Total Assets E770,000
M Liabilties - 511%,000

M Het Worth $651,000



Sectiord

Small Business Planning
& -/

OVERVIEW OF SMALL BUSINESS PLANNING

|l f youdbre i ke most small
personal life and business life are practically
i nseparabl e. Thatds why i

personal financial planning to take into-account
the unigue consideratiodsand opportunitie’
of owning and opetag a small business.

From a planning perspective, owning your own business is very much like having an addition to
your family. The business has its own needs and priorities: stable and dependable cash flow,
adequate cash reserves and accespt@atarotection from disasters (large and small),
opportunities for growth and development, and an orderly method for transferring ownership or
winding down operations in the future. As an owner, the challenges of managing your personal
finances and thesof your business(es) often overlap and become intertwined.

Your business is very likely a significant portion of your personal net worth (or someday will
be). Therefore, your business planning efforts are an important part of your personal financial
plan. This portion of your wealth management plan does not replace yourtagimgsplan -

the strategic and tactical strategies for running your business. Rather, it integrates the financial
and wealth building aspects of business ownership into yergopal financial planA robust

wealth management plan examines all areas of your fin&rm&sonal and businestso make

sure they work together to help you achieve your goals.



ABCs of Business Wealth Management

> « Asset management Risk

@ » Backup plan e [EETE g

+ Cash flow Asset Protection
Propeity [ Casualty / Liability

CashFlowNeeds

Creclit Policy
Key Personnel Coverage
Property & Equipment
Business Overhead
Investments Expenss

Working Capital Needs Estate Tax Impact

Tax Minimization

Growth & Expansion Business
Owner "x
/ Business

Business Transfer Priotities

Payroli& Benefits Business Valuation

401(k) & Retirement Plans Buy-Sall Funding

Executive Compensation Risk Management impact
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CASH FLOW & FINANCING STRATEGIES

Cash flow is the lifeblood of anyusiness. Making sure your business has access to all the cash
it needs when it needs it is obviouslya priority. Ideally healthyprofit margins and a

competitive line of credit from your local banker will provide all the capital you need to run or
grow your businesSometimes, however, you may need to consider additional sources of cash
or funding.

Planin Advancei for potential cash flow crunches or expansion needs. It is always better to
have sources of cash and creditarenged, rather #msearch for them after a need manifests
itself.

Monitor key performance measurements Making the most of business and financing

opportunities requires constant vigilance regarding the financial health ofgoypany

Lenders and potential buyers of your business will also be keenly interested in how your

business measures up to standard performance m&gigsing basic financial statements up to

date, and reviewing them often, is the key to success here. Youaaoypd s Bal ance She
Income Statement provide most of the information needetbtatorthe pulse of your business.

The attached cash flow & financing analysis contains specific key performance
measurements and recommendations for your businebasedon the
information you (or your accountant) provided

1 Current Ratio 7 tells you how easy it is for your business to pagrttermliabilities
from shorttermassetssuch as cash, inventory, and receivables. A current ratio greater



than 1 is highlydesirable. If this ratio is less than 1, it may indicate an urgent need to

generate cash and/or secure additional financing.
o Currentratio = (cash + S/T investments + accounts receivable + inventory) / current liabilities

1 Quick Ratio i a more conservativ@easurement than the current ratio, the quick ratio
excludes inventory from the current assets
converted into cash, the quick ratio gives
to meet shorterm liabilities. If this ratio is less than 1, your business may be in need of

additional cash or financing to stabilize the situation.
0 Quickratio = (cash + S/T imstments + accounts receivgbleurrent liabilities

1 Total Debt Ratioi measures total debt / total assets. This is generally the first item a
potential lender wants to se@/hereas the current and quick ratios measure-séont
solvency, the total debt ratio looks at all company debt and is edomgliquidity
measureent. Ideally, this ratio will be a low number, with debt comprising a-minimal
amount of your companyo6s total _assets.

1 Profit Margin T describes how much net profit is generated from sales of products or
servicegnet income / salesHigher values are preferable and serve as a useful measure
of how your company is performirayer time Derived from information on the company
income statement (or profit & loss statement), higher numbers are better.

1 Break-evenAnalysisT if your busiress is contemplating a new project, significant
expansion, or is a staup, it is important to know exactly at what point your fixed costs
will be covered: Breakven analysis compares total fixed expenses with percentage of
gross profit margin to deterne the brealeven point for sales. Even if your company is
not expanding operations, itis a good idea to monitor begak as an alert to creeping
expenses that may be eroding profits.

1 Cash ConversionCyclei measures the time required from origination of a product or
service opportunity to when a sale is made and ultimately the receipt of cash for payment.
A shorter cash conversion cycle is desirable, as this keeps less cash tied up in the
production and das process; leaving you with access to more working capital. You can
reduce your cash conversion cycle in three ways:

0 Reduce the time it takes to produce a product, move inventory, or convert a lead
to a sale (average of inventory).

o Reduce the time it ks customers to pay you (average collection period).

o Increase the amount of time suppliers will wait to receive payment from you
(average payment period).

IF YOUR BUSINESS HAS A CASH SHORTFALL OR REQUIRES ADDITIONACORBIGENCING
some or all oftte followingstrategies

1 Sellthe followingassets to generate césh
1 Reducd hese expensesé



Apply for additional credit lines from yolranka f t er é
Convert unpaid accounts receivable to cash

< SAMPLREPORT ONKkYore specific recommendations are contained
in your custom wealth management plan. >
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T Obtain access to additional cash through©é
1T Preserve cash and obtain needed equi pment
1 Capital for businessstamtps i s avail abl e byeée

1

TAX PLANNING

Taxes aremunpleasarfact of life forall of us.
Forsmall business ownens particular the
confusingmaze of tax regulations can be
especiallypburdensoemeA sound solution to the
tax burdens to think in terms of taplanning

¢ Business ownership particular provides tertile
ground for tax planning, since the tax laws
provide significant breaks for business owners
that are not available to average wageners.

Tax planning is a yeaiound approach that is done in.the contextafr overalfinancial
picture. The goal is to make sure that a giverstaxvi ng strategy wondt wunde
important financial goals.

Take the decision of choosing a business structure, for examplgr8ptetorships,
partnerships, S or C Corporatioasd LLCs or LLPdave different income tax requirements
and tax calculations. New lawmsight prompt you to consider changing from one business
structure tanother to reduce your tax bii&hile this could be a wise move, bere to consider
nontax issueas well, such as how a new businssacture will affect your ability to shield your
personal assets frobusiness creditors, take deductions for fringe benefits, and pdsssihess
to your heirs.

Il n ot her "worfidsa,x doan dt swaegd Heghbee allfew sthentigs
consider:

1 Keep up on the basics of new tax l&wsewspapers, magazines and online sources
provide a wealth of information.
1 Expect your financial planner and/or accountant to alert you to tax planning opportunities
presented by changing laws and regulations.
Utilize a certified public accountant (CPA) or other professional tax preparer.
Look for areas in your business that present tax savings opportunities, such as
0 saving in your company retirement account,
o timing income and expenses, and

= =4



0 using charitable gifting strategies.
1 Be cautious about basing tax planning too heavily on what you think future tax laws
might be. The laws may never materialize.

Ultimately, tax planning is less a goal in itself than anseto hel@chieve your other business
and personal goals. Saving taxes shaolthplement, not dominate, your financial Iiéour
wealth management plan is designed to take advantage of legal tax relief at every opportunity.

QUALIFIED RETIREMENT PLANS

fiToo complicated and too expensive0 That 6 s t h eoftendeapfroomsnall pl anner
business owners on the subject of compatiyement plansThe good news:is that you have

better options today than you miaalize. And the reality is most busin@sgners cannot afford

notto establish a retirement plafor a couple of reasons Even 1 f you assume
selyour business when you r et i rassunethdhingswiv e on
work out that way.Qualified retirement plans may also give you and your business some
significant tax breaks.

t
t

Thetype of retiremenplan you chooséor your businesdepends on many.factors
1 business structure
1 number of employees
1 relative difficulty of attracting andetaining qualified workers
1 whetheror notyou wishto helpemployeesave forretirement
1 how long you have before your own retirement
1 how much you currently have saved for retirement
1 your tax situation
T how much mo n ¢ysupyodhe detiréememt guendision

These days, many types plans are available to small businessers:
1 traditional defined benefit pension plans
. 401(k)planf i ncl udi ng the new fisolo Ko plans)
i profit-sharingplans
0 new comparability profit sharing
I Simplified Employee Pension Plans (SEP)
1 Savings Incentive Match Plan for Employees (SIMPLE)
Your financial plannecan help you analyze the options to determine which plan is best for
your situationFor example, a 401(k) plan may cost more to adminilsger a SERr SIMPLE,
but it _also provides mor asséts. ASEPiseasyyandpr ot ect i o
inexpensive to establish and maintain, ®rhers must fund contributions for eligible employees
at the same rathey fund their own accounts contrast, employees are responsiblefunding
their SIMPLE accounts, but the owner must maetployee contributions up to 3 percent of the
emp | oy e eddrdribyteauy to @ percent for every eligible employee.

The attached retirement plan analysicontains specific recommendations for
gualified plan arrangements that may be suitable for your business.

t
I,.



EXECUTIVE COMPENSATION STRUCTURE

Unlike traditional qualified retirement plans (401(k), SEP, etc.), executive compensation plans
do not discrimmate against highly compensated owners or key employees. In fact, executive
benefit plans are chosen because taegally discriminate in favor of highly compensated
individuals. These benefits have one purpose in mind: to help owners replace opportunities they
and key, critical employees lose due to government regulation and other benefit limitations
imposed by qudied retirement plans.

Executive compensation plans provide a legal means for employers to discriminate in favor of
owners and highly compensated staff, particul
respect to qualified plan contribution litsi These plans enable employers to pay sizeable

bonuses to the highly skilled, highly compensated people who contribute the most to your
companyds success. Contri butions can be made
Benefits may be structurddr immediate use or.deferred until later as part of a deferred

compensation arrangement.

Caps on qualified plans are restrictive. ERISA contribution limits anetesaiimination rules

clearly do not favor highly compensated employees and ownersidualified executive

benefit plan lets highly compensated employees accumulate substantial and meaningful benefits
that are otherwise impossible to amass under the restrictive rules that govern qualified plans.

Every business is different. Therefoeggcutive compensation plans must be tailored to fit
individual business goals and concerns. Your wealth plan advisor will work closely with you to:

1 Determine the types of executive compensation plans that may work best in your
situation
1 Select a strategyat is a good fit and that will help meet your objectives

The attached executive compensation analysis contains specific
recommendations for norqualified executive bonus arrangements that may be
suitable for your business.

CONTINGENCY PLANS

Anothercritical-aspect of financial planning and your small businessisaging and preparing
for all the things that might go wrongidurance- what kind, how much and at what coss
one strategyor overcoming adversityl'he following area few considert#ons to keep in mind:

1 Cash reserves As with personal finances, it is advisable for a business to hold in reserve
3 to 6 months of ordinary expenses as a buffer against difficult markets or unexpected
expenses.

1 Buy-Sell Agreement Funding Having a properly executed bsgll agreement in place
does little good if funds are not available to support it.



9 Liability insurance. The type of liability insurance you need depeoilshe industry
youdre in, and I|liability | aws are constant

1 Property insurance. Review your coverage to make sure it refleetent building
improvements or additional property. Determinthd coverage will rebuild or repair
according to current buildingpdes, and if it will cover replacement costs at eurre
prices, or onlyat a set limit or depreciated value. Also learn what kind of disagiars
insurance wild and will not cover. Consider wheth@rventory coverage is appropriate
for your situation.

1 Business interruption insurance This insurance covelgstincomeand overhead
expenses when a business must temporarily clodeats due to a covered disaster.

1 Life and disability insurance. Businesses frequently provide tbsverage to employees
as a fringe benefit. Small business owners alag needife and disability insurance for
business purposes, suchcaflateral for a loan,to fund a business succession plan or to
mitigatethe loss of a key person.

T Wor ker sé c¢ o mp e n.dfalbusiness employs threeranre peoplethe
company must prode worker®compensatiomsurance.

1 Health insurance Health insurance premiums have become a nexjoense for
business owners, but there are ways to keep costs cokeol and still offer this
important benefit to your employees (ayalirself). One xample: Establish a less
expensive, higlueductiblehealth plan and supplement the plan with agdxantaged
healthsavings account ( HSAAnN empl oyeeds contributions to
deductible, and takee distributions can be used to pay for curreatlical expenses or
save for future health insurance premiums

The attached risk analysis contains a review of risk management strategies
currently in place for your business, as well as recommended changes or
updates that may be needed.

BUSINESS SUCCESSION STRATEGY

Estate planning and more specifically, business succession planhing essential for anyone

who owns a small business because typidallye busi ness is the | argest
estate. This is not justtax IssueWithoutb usi ness succession planning
business will survive to the next generation or sell for its true vahis.assumes, of course, that
succession or sale‘is a goal.

Here are six business sucsies planning mistakes to avoid:

1 Waiting too long to plan. An ideal succession plan requires layihg groundwork
over many years some experts recommepthnning your exit strategy from the day you
start the business. Hoyou want to exit the business tomorrow strongly influences how
you structure and operate the business today.

1 Assuming the children will take over the business. Talk to yourchildren to
determine what they really want. Learn their desiresoas as possible in order to pursue



other avenues if necessary, sastselling® an employee or partner or finding an outside
buyer.

91 Dividing the business equally among heirs. Equi t almbeedo mdane s n ot
equal, and in the case of a business, establishiegwal partnership among heirs can be
a recipe for disaster. As afternaive, determine which child has the talent and genuine
desireto run your business, and plan a way to leave your other chiidr@susiness
assets, such as proceeds from life insurance.

1 Overlooking the possibility of a disability. Most businessuccessionlpns address
the owner 6s r et i r eu enaytovertookthe possinity thartee de at h,
business owner coulilecome disabled and no longer able to run the business. A good
succession plan addresses this possibility.

1 Failing to fund the succession plan. If your plan is to sell youpusiness to a family
member, partner, employee or outside buygoat death, disability or retirement, how
will they come up with théunds to purchase the business? Loans and cash are two
options, butalso analyze thpros and cons of using life and disability buymsurance to
fund a succession plan.

1 Planning alone. Business succession planning is complicated tZheéssues alone
should send you to an expert for advice. In additonsider working with an outside
expert who can lead familypeetings and ease family conflicts by providing a
knowledgeablgeobjective perspective.

The attached business succession analysis contains a review of succession
strategies currently in place for your business, as well as recanded options
you may wish to consider.



KEY BUSINESS PERFORMANCE METRICS

Pro-Forma Balance Sheet

ABC Sign Company Date
ASSETS LIABILITIES
Current assets Current liabilities
Cash 55,740 Accounts payable $13,750
Accounts receivable 34 050 Short-term notes 4,400
(Less doubtful accounts) (7, 640) Current portion of long-term notes 3,450
Inventory 17,640 Interest payable 1,650
Temparary investment 1,500 Taxes payable 2290
Prepaid expenses 490 Accrued payrall 2 450
Taotal current assets 551,780 Tatal current liabilities 527990
Fixed assets Long-term liabilities
Longterminvestments 54,500 Mortgage 585,090
Land 67,590 Other long-term liabilities 42 530
Buildings 24,300 Total long-term liabilities §127.680
(Less accumulated depreciation) (13,200)
Plant & equipment 57,400
(Less accumulated depreciation) (32570) Shareholders' equity
Furniture & fixtures 5,890 Capital stock 530,000
(Less accumulated depreciation) Retained eamings 40020
Total net fixed assets 173,910 Total shareholders' equity 570,020

CURRENT RATIO: 1.85
QUICK RATIO: 1.22
TOTAL DEBT RATIO: 0.69
PROFIT MARGIN: 11.31%
SALES GROWTH: 5.00%

EXPENSE GROWTH: 5.00%

%GROSS PROFIT MARGIBS.99%
BREAKEVEN SALES: $262,447

within desired range
within desired range

within desired range
compare withpeers

review yearover-year trend
review yearover-year trend




ITEM
Sales
Cost of Goods Sold (COGS)
Gross Profit

OPERATING EXPENSES

Inventory

Gross Wages/Salaries

Payroll Expenses/T axes

License(s)

Repairs/Maintenance

Advertising

Car, Delivery and Travel

Accounting and Legal

Rent

Telephone/Utilities

Insurance

Supplies

Dues & Subscriptions

Postage & Delivery

Interest Expense

Other Expenses

Bad Debts

Loan Principal Payment

Capital Purchases

Leasehold Improv.

Owner's Withdrawal
Miscellaneous

Total Operating Expense

O perating Profit/Loss

Other Income
Other Expense (-)
Interest Expense (-)
Profit Before Tax

Income Taxes
Met Profit after Tax

Adjustment to retained Eamings
Depreciation in COGS

INCOME STATEMENT

2009 % 2010 % 2011
5345400 100% 5362670 100%  $380,604
152,000 44 0% 153,600 44 0% 167,580
$193.400 56% $203.070 b6% $213.224
50 0.0% B0 0.0% 50
68,250 19.8% 71,663 19.8% 75,246
11,000 3.2% 11,550 3.2% 12,128
700 0.2% 735 0.2% 772
1.250 0.4% 1.313 0.4% 1,378
8,650 2.5% 9.083 2.5% 9.537
2.550 0.7% 2678 0.7% 2.811
0 0.0% 0 0.0% 0
23,000 6.7% 24 150 6.7% 25,358
8.500 2.58% 8.925 2.5% 9,371
3.900 1.1% 4,095 1.1% 4.300
2.250 0.7% 2,363 0.7% 2.481
1,100 0.3% 1.155 0.3% 1.213
0 0.0% 0 0.0% 0
2.140 0.6% 2247 0.6% 2,359
0 0.0% 0 0.0% 0
0 0.0% 0 0.0% 0
0 0.0% 0 0.0% 0
0 0.0% 0 0.0% 0
0 0.0% 0 0.0% 0
0 0.0% 0 0.0% 0
0 0.0% 0 0.0% 0
$133.290 5139955 5146.952
560,110 563,116 566,271
500 0 0
0 0 0
0 0 0
560610 563116 566271
521.214 522 090 523,135
$39.397 541025 543 076
30 §0 50
B0 50 50



SectionFive
Financial Independence

Lifetime Income Overview

Before reviewing the technical details of

the financial plan that follows, some

general explanations are helpfideep in

'mind, the word Aretiren
variety.of connotations, so we describe

retirement as a state of desired financial
independence, and leave it up to you to

define the lifestyle your finances will

support.

The plan that follows is a yedwy-year comparison of money being spent versus money being
generated. You tell us, through the discovery process, how much you'd like to spend annually.
We will make adjustments for inflation, taxes, and anticipated expenses along thenisay.
thencompared to how much money your investments, and other sources of incofiteslgan
generate.

If you spend less than your investments are making, your balance of capital will increase over
time. This means you can usually spend more than originally tihcingreby being able to
increase your standard of living, passing more to heirs, or gifting more than projected.

If you spend more than your investments are making, then you'll be spending investment
principal, and your balance of capital will declitfethe decline is serious enough, you will run
out of money before you pass away. This is callggbsannuitizationand is the most common
scenario we want to help you avoid.

Both scenarios (not spending enough and running out of money) are usuafliyalvideso this
plan will help find the middle ground you can be comfortable with. This middle ground is always
changing, so it's important to update your financial plan annually.

Other important uses for the lifetime income plan are to show you:

1 Whenyou can retire and the effects of or waiting, or retiring a few years early.
o0 How your decision to take Social Security retirement benefits early or later can
influence your retirement income for life.
1 How much you can spend every year, assuming taxesaginais cost of living inflation
rates.
How much more you'll need to save/invest if you're short in reaching your goals.
What average investment rate of return is needed to reach your goals. This sets the tone
for how much risk you can, or need to takesgach your goals. If you can reach your

= =4



goals with a portfolio of bonds paying 6%, then you would sleep very well knowing you
are not taking much risk.

1 How major expenditures (i.e., college for children, nursing homes, expensive vacations,
vehicle replacemnts, etc.) in addition to your basic income goal, may affect your plans
over time.

1 How home downsizing, inheritances, or other significant future cash flows may affect
your plans.

1 The effects of IRS qualified plan required minimum distributions that yay mave to

start taking at age 70%. If your goals include having a certain amount of money left over

when youodre a certain age, this may make a

How much money you'll have at the end of every year.

How investment portfolio construction anebalancing may affect your plans over time.

= =

PRECISION

Since we are using assumptions and computers to estimate the future, we need to point out some
limitations of the retirement plan:

1 No one knows what the future holds. Most of what financial advido and say are just
educated guesses. Economics.is both a dismal and an inexact science (it's more of an art
really).

Nobody knows what your expenses will actually be.

Inflation, taxes, and investment rates of return can't be predicted or guarantbedl)

not be constant.

Computer generated projections are only extrapolations, not predictions.

Social Security and Medicare benefits may be change over time.

Anything that's not taken into account in the retirement plan may affect the results
drastcally.

= =

= =4 =4

The main goal'in the retirement plan is to spot trends based on various data input. If the trend is
bad, then it's best to know as soon as possible rather than to find out after you commit to
retirement. Because of the "“time value of money," tlemepyou can get an idea of what your
retirement may look like, the better your chances are of avoiding unpleasant surprises. This is
because the more time you have to prepare, the better the chances are of reaching your goals.
This is due mostly to the ¢athat one's ability, andillingness, to work to earn money diminish

over time.



SOCIAL SECURITY

Although it is easy to assume that Social Security retirement
, benefits may not play a significant role in your retirement
G W income, it is important not to overlook this valuable resource.
123-456-785%0 e .
wtod s pryramliacs oo ‘ After all, you (and/or your spouse) have paid into this system
for yeas. As a guaranteed income stream you cannot outlive,
you should take maximum advantage of your investment into
this program, just as you would with-any other asset.

Jane Carole Doe

Social Security was established in 1935 on the heels of the Great Depression. hutdedad
selfsustaining program, it collects payroll taxes from workers (currently 4.2% of income up to
$106,800) and their employers (who also contribute 6.2% of earnings). Note: at the time of this
writing, Congress approved a temporary reduction inleyeg contributions, from 6.2% of

earnings down to 4.2%

Unlike other retirement income sources, Social Security provides a unique set of benefits:

1 Guaranteed income for life Once you qualify for Social Security benefits, they pay you
for the rest of youlife. Although changes are under way for future generations, it is
highly improbable that benefits for current retirees will be cut.

1 Inflation -adjusted income Benefits are increased each year based on increases in the
Consumer Price Index (CPI). Theséuable cost of living adjustments can help retirees
stave off the erosive effects of inflation.

1 Survivor benefits.. While it is true that payments from Social Security cease upon death,
surviving spouses and dependent children may receive survivor benefit

1 Ex-spouse benefits If you were married for at least 10 years, but are now divorced and
have not remarried, you may be eligible to receive spousal benefits based on your former
spousebdbs work record.

Although it may be tempting to apply for Sociak8gty benefits at the earliest age possible, this
can have longerm negative effects upon your cash flow during retirement. Coordination of
spousal benefits (including epouses!) is also extremely important. Since the decision of when
to begin taking bnefits is largely irrevocable, it pays to know what all of your options are before
making this decision.

Your detailed financial analysis and plan include specific recommendations
regarding your decision of when and how to apply for Social Securityregtient
benefits.



WHAT YOU CAN DO IF THE REPORT SHOWS YOU'LL RUN OUT OF MONEY

If your report indicates you may run out of funding before achieving all of your goals, then
you're probably curious what it would take to solve this problem. Here is a st ofost
common techniques used:

< Sample report only. Specific recommendations and action strategies are
included in your personalized wealth management plan. >

Monte Carlo Results

Thiz analysis =hows how variations in rates of return can affect results. The table ilustrates the likelihood of sustaining a
specified withdrawal amount, given the beginning portfolic value, additions, return assumptions, and time frame that vou
hawe indicated. The resultz shown below include onhy the assets selected. If any annual additions are included, the
additions occur until the vear before the withdrawals begin. The graph shows a representative sample of the 1,000
scendrios that were calculated.

The selected target portfolio i= Capital Preservation Il

How long could your money last?

Likelihood yvour money could last for 25 yvears of distribution is: -
Beginning portfolio value 620,000
Withdrawal amount {current dellars, after-tax) : £2 375 per month
Range of Possible Results explain chart
R
Years Money Lasted

High alue: 25 years 31,297,343 22,978,324

Median Value: 25 years 5231663 £510,491

Low Value: 17 vears 0 30

show details " Re-Run Monte Carlo



Capital Preservation

Likelihood your money could last for 25 years of distribution is: 76%
Hypothetical Value in 27 Years
Years Money Lasted Current Dollars Future Dollars
High Value: 25 years $1,297,343 $2,978,324
Median Value: 25 years $231,663 $510,491
Low Value: 17 years $0 $0
Capital Preservation Il
Portfolio Value
$3,000,000
$2,500,000
$2,000,000
$1,500,000
$1.000,000
$500,000
L A e i e — e
Start 2015 2020 2025 2030 2035

Year

M Scenariosthat Succeeozo Il Scenarios that Faieg M Year Wehorawais Begin



The chart below displays the year-by-year Portfolic Values for the Low, Median, and High Scanarics from the Monte Carle Simulation.

Capital Preservation Il

Year / Event Low Value Median Value High Value
201 $572.204 $566,126 $711.443
2z $623,532 $702,458 $707.429

2013 / Withdrawals Begin $608,559 $743,934 $679.745
2014 $591.291 $720,900 $776.505
2015 $537.595 $731.813 $751.447
2016 $481.416 $720,669 $814.447
2017 $436,590 §634,912 $831.029
2018 $435,776 $696,089 $835,235
2019 §373.014 $680,305 $922,006
2020 $359.455 $658,464 $924,997
2021 $329,597 §638,954 $1.006,095
2022 $305,092 $643.121 $1.222.630
2023 $277.218 §608,228 $1,195,777
2024 $253,348 $585.677 $1,223,472
2025 $201,740 $627,683 $1,235,291
2026 $160,551 §579,209 §1,431,732
2027 $113.027 $562,734 $1,478,085
2028 $67,481 $603,930 §1,487,348
2029 10 $634,072 $1,526,606
2030 $0 §645708 $1,829,078
2031 $0 $537.142 $1,940,056
2032 $0 $486,264 $2,161,037
2033 $o0 §448 551 $2,504,2%
2034 $0 §422,932 $2,342,659
2035 $0 $4£2,883 $2.426,357
2036 $0 $492,289 $2,789,082

2037 30 $510,491 §2.978.324




< Sampleprojectionsfrom planningsoftware >

Using a wide variety of toolsye can explore several scenarios and possible outcomes to help
you produce the financial environment most favorable to maintaining your desired lifestyle and
achieving your short and long term goals.



