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From fighting fires to fire
insurance: Transforming to a
subscription based business model

Ron Baker, Founder
VeraSage Institute
Chief Value Officer, Armanino LLP



CPE credit administered
in coordination with

CPE Process @ crrocademyorg @

In order to receive CPE credit
- Be sure to sign in or scan your badge for this session

- You must stay in the session for the duration of the training
- This session is eligible for 1 hour of CPE

- CPE certificates are emailed directly to you within 4 weeks of the conference date to the
same email address you used to register
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Today’s speaker

Ron Baker
Founder, VeraSage Institute

CVO, Armanino LLP
@ronaldbaker
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Value Pricing 2.0

Hourly Billing: Prices the inputs
Fixed Fee: Prices the outputs, the scope of work

Value Pricing 1.0: Prices the customer outcomes (transformation)

Subscription model: Prices the relationship and the portfolio

@ Quiickbooks.
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“In five years, you
won’t buy o
anything, but %
subscribe to
everything.” .“,

Tien Tzuo, CEO olf'
Zuora b
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“In five years, you’ll
have the opfion of
subscribing to
everything—and
every business will
have to
accommodate that
fact.”

Anne Janzer, Subscription Marketing



Exercise

Why would you subscribe to:
Roofs

Refrigerators
Drills

Guitars

Cars

Birthday Parties
Shoes

@ Quiickbooks.
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What are the advantages and
disadvantages to the customer?

What are the advantages and
disadvantages to the provider?

Tease out the value proposition.
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Four trends ushering in the subscription model

% Reduction of transaction Light-switch reliability
costs

Delicious Data The Long Tall

@ Quiickbooks.
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McKinsey says

Subscription ecommerce market has grown by more than 100% a
year for past 5 years

Subscription-based companies growing 8x faster than S&P 500
(17.6% vs. 2.2%, and 5x than US retail sales (17.6% vs. 3.6%)

@ Quiickbooks.
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If a member retains membership and engagement
for a year = 90% chance member for life
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AICPA: Cost 11x more to acquire a new
customer than retain one
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Advantages of
the subscription
model - 1

@ Gliickbooks.
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Predictable revenue

Customer lock-in and switching costs

Not selling services, but creating annuities with a lifetime
value that far exceeds whatever you paid to acquire them

Collective knowledge of your customers is a competitive
advantage that can’t be duplicated

1:1 Marketing: Changes the 4 Ps of marketing. We’re not
pricing a service, we’re pricing a transformation, insurance
(peace of mind), and the portfolio

16



g Shift to a long-term relationship focus rather than
delivering tasks—the very definition of a professional

Attract new customers (rather than just selling more to
current customers)

Advantages of

- - \/ You can plan cash flow and capacity more effectively
the subscription _

model - 2
Moving beyond efficiencies and into possibilities
on Breaks down silos, and molds the firm around the needs
of customer
Truly a “one-firm” model: Portfolio approach to analyzing
profit, rather than silo P&Ls, and realization rates
@ Gliickbooks.
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Advantages of
the subscription
model - 3
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Dynamic cycle customer interaction: renew, suspend,
upgrade, downgrade, etc.

They increase the value of your largest asset (Amazon

Prime carved out of Amazon would be worth billions; the
New York Times would be a Unicorn)

Get paid automatically, less financing, collections costs

Increases customer loyalty

Recession-proofs your business

18
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Nine Subscription Models
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Web-site membership

THE
WALL STREET Boraomist
JOURNAL
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All-you-can-consume content
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Private club

CLUB

@ Giickbooks
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Surprise box

Stud. Cluk

12 month Subscription Service

Earring of the Month Club
A war
o
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HassleFree
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Simplifier

PORSCHE

. PASSPORT

“The name perfectly describes how it feels to be a
member: a citizen of Porsche enthusiasts given the
opportunity to drive many miles in many models. The
Porsche Passport service really sets this apart from
any other brand I've been loyal to.” --Porsche #’

Pacennrt Mamhar
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Chevy Spark Toyota Prius Ford Mustang Audi A3 Ford Explorer

How it works

Find the right car Set your terms Orive worry-free Love or change it
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Peace-of-mind
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Souwrce: Concierge Medicine Today, Direct Primary Care Journal/lCommunity Impact Newspaper

i

— THEGROWTHOF —

CONCIERGE
MEDICINE

In concierge medicine, the patient
pays the physician a monthly
or annual fee for personalized
attenticn and enhanced care.

) 6,500
alh e

year-over-year
[e) patient
93 /0 retention rate

P -
ooo

56°% oo,
fewer hospitalizations

30-60

MINUTES

length of patient visit
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What are the Benefits of Concierge Healthcare?

Concier pe modical services talor 2 much more personalived aoproach to your health and over ! well-teing. You benefit from 3 bespoke lewet of
QALOMIZES healthcare, with an amount of time and A Lention 10 Getal from your SOCOr That sCales 10 yOUr CIrCumalanoes 6 Ihey Changs over
tme.

Denvidon a g -term relatiorshio with your doctor

ACCess your phwsoan and medical team when and where you need 10

Benefit from 3 proactive 2pprcach 1O your health nciuding preventive and integrative medicine
Recoive customed care Spocific Lo your individual noods and preferences

Referrals 10 the best somcialist Care when you need #

Customeged research and Case maragement £ requeed

MDMG Suite of Concierge Medical Services

e Esecutive health program

o Premier service levels for dicect physician access

o Extreme privacy services for high-profie indhviduals

o biouse calls sod office visits i Sen Francisco

e HosoRa inpatient care

o Discreet mental heaith and substance e trestment for patients o ther family members
¢ Second-opinion and customized reseanch services



LEVEL OF SERVICE OFFERINGS IN SUBSCRIPTION-BASED PRACTICE MODELS

§

Preferred Access

&

Concierge

+

Premium Concierge

Patent Panel: B0O-1.200

Prioritzed same- or next-day
appointments

Email consultations and texting
Peorsonalized health assessment,
preventive servicas, and counsaling

Online platform to track progress and
share data with healthcare teom

Extended appointments

Patiert Panel: 400-800

Guaranteed same-day appontments
Access o physician's mobide number
Expedied imaging and labs
Specals! appointment facilitation
Inpatient rounding
Predclive/&agnosiic 100ls and testing

Ancillary and weliness services,
including nutntionist and fitnoss
consultabons

Mobilo/video consullations

Pabent Panel: 200400

At-home vists

Premium transportation services
Physician availablity 24/7/365
On-site imaging and lab sarnices
Preferential referrals 1o specialists

Inpatient care management
Genelic screening and testing

Prcsqnpbm drug peckupidrop-off
Services

IinMernabional care coordination



Adoption Models

@ Gliickbooks.

CONNECT

The subscription trial—low risk, low reward,
lack of commitment may doom transition

The segmented approach—offer only selected
services, or only to selected customers

The all-in pivot—Adobe Systems most visible
example, in 2011, “won’t this lower our

margins? How will sales sell this stuff?” By
2016 revenue $5.85B, 78% from subscriptions

34



Three factors of production

Land

Rents
Labor

Wages

Capital

Interest

Where do profits come from??

@ gliickbooks
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Three actuarial axioms

HERE IS ALWAYS SOMEONE

If what you sell entails risk, you are not
a commodity.

There is no such thing as a bad risk,
just a bad premium.

There is no model for pricing risk by
the hour.

AAA

WILLINGTO DO IT CHEAPER

CONNECT 37
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MRR — Monthly Recurring Revenue

ACV — Annual Contract Value

Subscription
Metrics

CAC — Customer Acquisition Costs

Churn rate = MRR beginning of month divided by amount of lost
MRR in the month

Recency (last visit), Frequency (how often do they visit), and
Volume (how many articles read)

LTV > 3 x CAC (3:1 ratio of lifetime value must be 3 times
greater than cost to acquire. Most successful sub business have
8:1 ratios)

@ Gliickbooks.

CORNECT #QBConnect @ronaldbaker 38



Traditional vs Subscription P&L

Traditional

Net sales

Cost of goods sold

Gross income

Sale and marketing
Reasearch and development
General and administrative

Net income

@ Guiickbooks.

CONNECT

100

(40)

60
(20)
(20)

(10)

10

Subscription economy

Annual recurring revenue
Churn
Net annual recurring revenue
Recurring costs
Cost of goods sold
General and administrative
Research and development
Total recurring costs
Recurring profit
Sales and marketing
Net operating income

New annual recurring revenue

Ending annual recurring revenue

100
(10)

90

(20)
(10)
(20)

(50)

40
(30)

10

30

120
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Resources

Subscribed, Tien Tzuo, founder of Zuora

# The Automatic Customer: Creating a Subscription Business in Any Industry, John Warillow, 2015

& Subscription Marketing, Anne Janzer, 2017

v/ Retention Point: The Single Biggest Secret to Membership and Subscription Growth, Robert Skrob, 2018

Subscription Economy Index:

Y Tomorrow 3.0, Michael C. Munger

@ Gliickbooks.
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Rate this Session on the QuickBooks Connect Mobile App

Provide feedback to help us design content for future events

1. Select Sessions 2. Select Session Title 3. Select Survey 4. Add Ratings
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Material Download

1. Find the session on the agenda
2. Select + for more information

3. Download PDF of slides and/or
supplemental material

https://quickbooksconnect.com/agenda/
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Registration, Breakfast & Explecation

Braindames

Yoga

Breakowt Sessions

Small Business Meetup: Relationship Marketing and the Power of Human
Connection

Small Group Discussion: Social Media Strategy
Small Group Discussion: Showing up - Why What You Wear Matters

Small Group Discussion: Build Yowr Dream Bookkeepng fum
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