


Rethink Your Business
12 Keys to Business Success in 30 Days 

www.etrendsgroup.com         iBusiness Success Guide  

B U S I N E S S  S U C C E S S  G U I D E



Rethink Your Business
12 Keys to Business Success in 30 Days 

      ii        www.etrendsgroup.com Business Success Guide

Copyright 2018 by Dave Hall

All rights reserved. No part of this publication shall be 
reproduced, stored in a retrieval system, or transmitted by any 
means, including but not limited to: electronic, mechanical, 
photocopy, recording, or otherwise.

Library of Congress Cataloging-in-Publication Data

Dave Hall

Images from:
www.adobestock.com

Cover design OrangeRabbit Media 

This book is also available online as a digital download
Visit www.etrendsgroup.com

Manufactured in the United States of America

Bulk Sales
When ordering in large quantities for bulk purchases or special sales
Contact: book@etrendsgroup.com



Rethink Your Business
12 Keys to Business Success in 30 Days 

www.etrendsgroup.com         iBusiness Success Guide  

Contents
Making the Most of This Guide  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . i

Introduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . iii

Chapter 1 – Start with Yourself . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1

Chapter 2 – Hiring the Right People . . . . . . . . . . . . . . . . . . . . . . . . . . . 17

Chapter 3 – Your Business Foundation . . . . . . . . . . . . . . . . . . . . . . . . . 31

Chapter 4 – Financing Your Business . . . . . . . . . . . . . . . . . . . . . . . . . . 49

Chapter 5 – Marketing Your Business . . . . . . . . . . . . . . . . . . . . . . . . . . 59

Chapter 6 – Paying You and Your Family  . . . . . . . . . . . . . . . . . . . . . . . 67

Chapter 7 – Banking and Cash Management . . . . . . . . . . . . . . . . . . . . 77

Chapter 8 – Accounting and Expense Management. . . . . . . . . . . . . . . 87

Chapter 9 – Contracts and Legal Issues . . . . . . . . . . . . . . . . . . . . . . . . 99

Chapter 10 – Insurance and Liability Protection . . . . . . . . . . . . . . . . . 107

Chapter 11 – Be Creative and Trust Your Instincts . . . . . . . . . . . . . . . 115

Chapter 12 – Retirement Planning  . . . . . . . . . . . . . . . . . . . . . . . . . . . 125

It’s Now or Never . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 135

Writing Your Business Plan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 137

Definitions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 145

Common Business Ratios . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 149

Table of Contents for Business Documents . . . . . . . . . . . . . . . . . . . . 153



Rethink Your Business
12 Keys to Business Success in 30 Days 

      ii        www.etrendsgroup.com Business Success Guide



Rethink Your Business
12 Keys to Business Success in 30 Days 

www.etrendsgroup.com         iBusiness Success Guide  

Making The Most of This Guide

Hi, my name is Dave Hall and I have created this guide to 
provide you with the knowledge and direction you need to 
rethink your business within the next 30 days.  In order for this 
to happen, I am going to need your help.  I need you to stay 
committed and focused on reaching this deadline and making 
sure you complete every part of this program.  

In this guide, I cover all of the key principles I believe you 
need to know to take your business from where it is today, to a 
successful venture.  You will learn what it really takes to own a 
successful business.    

  
In order to get the most out of this guide, I recommend you 

follow three simple steps.  First, start at the front of the guide and 
work your way to the back.  Don’t skip any of the assignments.

Second, make sure you complete your business plan.  This 
is a very critical document for your business, because it will 
explain in detail everything you plan to do with your business.  
If used correctly, your business plan will keep you from making 
many of the mistakes you otherwise would, and will also help 
keep you on task.  At the end of this guide you will find a detailed 
report to help you more easily complete your business plan.

Third, use this guide to get your business documents 
organized.  As you go through each chapter you will be asked 
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to place certain documents into a binder or an online folder.  If 
you will do this for each chapter, you will find that by the time 
you are done with this guide all of your important business 
documents will be in one place.  If you are going to use a binder, 
I recommend it be at least 1 ½ inches.  If you prefer to save 
things electronically, you can scan each document and then 
organize them in an online folder.  

It’s time to get to work and begin the process of rethinking 
your business.  Now that you have this guide, there is nothing in 
the way of business success.
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Introduction
There have been few things that have brought me as much 

joy and excitement in my life as being a business owner.  The 
thought of working hard and being able to build something that 
can do so much good for so many people has been a great 
motivator; a motivator which has driven me since my first 
business as a young boy.  

As with most children, my first business was in sales.  It 
started when I came across an ad in a magazine that talked 
about the opportunity of selling holiday and greeting cards 
door-to-door.  I was flat broke and wanted to buy something for 
my mother, who had just been diagnosed with cancer. 

I was raised in a family with five other siblings. My father was 
a laborer, and my family had no extra money to give me.  As a 
result of my situation, the thought crossed my mind, “Dave, you 
can do this.  This business can earn you the money you want.”  

The materials required to start the business were free, so 
I ordered them and anxiously waited for their arrival.  After a 
week or so, a box was delivered with everything I needed to 
begin my new business.   

I will never forget that first day when I gathered my sales 
materials together and left the house to knock on my first 
door.  I could not believe the anxiety I felt as I went door-to-
door, hoping my neighbors would buy their holiday and greeting 
cards from me.  I knew it was not a question of whether or not 
my neighbors used cards or not.  After all, we received cards 
from many of them each year.  The question was if I was a good 
enough salesman to get my neighbors to use me instead of 
their prior sources.
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It worked!  I knocked and I knocked, and I sold and I sold, 
until finally I had sold enough cards to get the credits I needed 
to get the item I wanted to purchase for my mother.  Back in 
those days, rather than getting paid a commission, you would 
receive credits for each pack of cards you sold.  You then could 
use those credits to buy items out of a catalog provided by the 
card company.  

I had never been happier in my life.  I was finally able to do 
something for my mother as a result of my own hard work.   At 
that young age, I had my first experience of what it felt like to work 
hard and be successful.  It is a feeling I still cannot get enough 
of.  Each day, I strive to be successful in the businesses I own, 
in hopes of continuing to enjoy that feeling of accomplishment.

Unfortunately, as I have consulted with thousands of business 
owners throughout my professional career, I have come to the 
realization that for many of these individuals their story does not 
end like mine.  I have come to realize that many business owners 
never get to enjoy the feeling of success I began experiencing 
at such a young age.  All too many entrepreneurs who set out to 
live the American Dream end up frustrated and broke.  

As I have watched this cycle time and time again, I have found 
the reason most businesses fail - it’s because the business 
owner does not have the knowledge he needs and he does not 
seek out experts who can help him.  The business owner finds 
it easier to bury his head in the sand instead of learning about 
the real issues.  He hopes the problems he does not know how 
to handle will either go away or fix themselves.  What he does 
not realize is problems in a business don’t fix themselves, and 
so the only other option is for them to go away.  And that is 



Rethink Your Business
12 Keys to Business Success in 30 Days 

www.etrendsgroup.com         vBusiness Success Guide  

exactly what happens.  The business fails, taking along with it 
all of the unsolved problems and the business owner’s hopes 
and dreams.

The great thing for you is you do not have to be one of the 
thousands of business owners who fail each year.  Your business 
can succeed by focusing on the concepts and principles I lay 
out in this guide.  As a business owner, you can find success 
in your business if you will follow the principles laid out in each 
chapter, and align yourself with experts who are skilled in the 
areas where you need help.
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The first key to being a successful business owner is 
understanding who you are.  You need to be familiar with your 
strengths and weaknesses.  It is important for you to know why 
you do the things you do, and how you can take your unique 
talents and use them to your advantage in your business.  
You also need to understand your management style, what 
leadership skills you have, what the value of your time is, and 
how you can improve your time management skills.   

Your Strengths and Weaknesses 

It is very important, as a business owner, to know what your 
strengths and weaknesses are.  By knowing these two things, 
you will know where you should be spending your time as the 
owner of your own business.  Having this knowledge will allow 
you to be more productive by spending your time on those 
tasks that you are good at.  You can then hire the individuals 
you need to assist you in the areas that are not your strong 

Chapter 1

Start With Yourself
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points.  By focusing your time and energy on your strengths, 
and surrounding yourself with other skilled individuals who can 
assist you with your weaknesses, your business as a whole will 
be more productive and successful. 

If you are like most people, the hardest part in self analysis 
is being totally honest with yourself.  You have got to be able to 
look in the mirror and say, “These are the things I am very good 
at, and these are the things I am not so good at.”  This process 
can be time consuming and emotional.  In working through this 
process, I suggest you take some time to get away by yourself 
and meditate.

While you are meditating you need to make two lists.  Each 
list needs to be detailed and specific.  The first list needs to 
include all of your strengths, and the second list all of your 
weaknesses.  Once you have completed your lists, have an 
objective third party  - who knows you extremely well - review 
each list and give you feedback.  By completing this process, 
you will become more aware of your strengths and weaknesses 
and see how others may perceive you.  This analysis is very 
helpful in self assessment.  
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Identify your strengths and write them down:

Identify your weaknesses and write them down:

Have a third party who knows you well prepare a list of your 
strengths and weaknesses and write them down:
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There seem to be as many different management styles today 
as there are people who manage.  As the owner of your own 
company, you have a responsibility to be a leader and guide 
those who work for you down the road of success.  In order to 
do this, it is very important that you figure out your management 
style.  Understanding your management style will not only help 
you be a better leader, but will also assist you in picking the 
employees and professionals who will work well in your business 
environment.  

Your Management Style

How does their list differ from your own?
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To me, the best management style has always been win-win.  
This management style is where you and those you work with 
have mutual respect for each other and the positions you each 
hold. You work together as a team.  This does not mean you 
cannot disagree and have conflict.  What it does mean is that 
when there is a conflict, you are both willing to compromise 
for the betterment of the business and what you are trying to 
accomplish together.

Do you currently know what type of manager you are?  If not, 
you need to spend some time analyzing yourself.  You need to 
look at how you interact with other people.  Look at how people 
respond to the way you treat them.  Look for those people 
who respond well to you and with whom you work well as a 
team.  Once you have done this, review the following list.  This 
list defines three main styles of management.  Once you have 
reviewed the list, pick which management category you believe 
best fits your management style.  

Autocratic   You are a manager who likes to make all the 
important decisions with very little, if any, input 
from your employees.  You like to closely 
supervise and control your  employees. You are 
a person that does not trust others and simply 
gives orders that you expect to be obeyed.

Paternalistic You are a manager who likes to give attention to 
the social needs and views of your workers.  You 
are interested in how happy your workers feel, 
and in many ways you act as a father figure.  You 
consult employees over issues and listen to their  
feedback or opinions; however, you still make 
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the majority of decisions for your employees. 
You do this by looking at what will be in their best 
interests.  

Democratic You are a manager who will trust in your 
employees and encourage them to make 
decisions.  You will delegate to your employees 
the authority to make decisions and will listen 
to their advice.  This type of management 
requires good two way communication.   There 
are many times that decisions are made by 
majority vote.

Now that you have determined what type of manager you 
are, you need to make sure that each time you hire someone to 
work with your business, you analyze them and make sure their 
personality fits with your management style.  If their personality 
does not, you need to keep interviewing until you find one that 
does.  If not, you will find your business will struggle to be as 
successful as it could be.

What is your management style?

What type of people do you believe will work best under your 
management style?
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Becoming a Better Leader

Becoming a good leader is not something you can expect to 
happen overnight.  Your own leadership skills started with the 
way you responded to classmates and situations that occurred 
in childhood with your friends.  You then continued to develop 
these skills as a teenager, and then on into adulthood.  There 
have been thousands of experiences in your life which have 
helped build the leadership skills you have today.  

We have all heard the saying, “You can’t teach an old dog 
new tricks.”  This is not a correct statement, but it helps to prove 
a point.  The more set in your ways you become the harder it is 
to change.  If you want to be a better leader, you must have a 
desire to improve.  You must have a desire to take yourself up to 
a level you have never been  before.  You also have to be willing 
to change old habits and expand your thought process.  

As a young teenager I was very lucky.  From the time I was 
in junior high school, I was one of the few in my class who 
actually knew what I wanted to do for a profession. Having 
this knowledge, at such a young age, created some great 
opportunities for me.  It allowed me to pick the classes and 
work experiences I believed would help me the most in my 
future career as an accountant.      

What are some things you can do to be a better manager?
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There was only one problem.  I, alone, made all of the 
assumptions regarding what could benefit my future career.  I did 
not work with anyone else to discover the skills an accountant 
might need.  I did not realize that if I wanted to become a leader 
in the accounting industry, in addition to knowing how to do 
simple math, I also needed to be proficient in English.  Because 
of my false assumptions, I took very few English classes and 
did not excel in the ones I took.   

In my first accounting job, my inefficiency in English was not 
much of a concern. I was a staff accountant and most of what I 
did was basic accounting.  However, as my career progressed, 
I found that my lack of skill in writing became a huge problem; 
especially, when I became a partner.  In this leadership role I 
spent most of my time writing letters and e-mails.

It did not take me very long, in my position as a partner, to 
realize how awful I was at writing letters. I decided that I needed 
to do something to improve my skills if I wanted to continue 
on as a leader.  As a result, I signed up for a class to help me 
become a better writer. Now, about ten years later, I am writing a 
book.  I have a lot to learn and wouldn’t say I’m a perfect writer, 
but writing a book is something I would have never dreamed 
possible ten years ago.

You are never too old to learn skills that will help you become 
a better leader in your business.  It may take you longer to 
become proficient than it did when you were younger, but if you 
will put in the time, you will find, you are able to do things you 
never dreamed were possible before.  

In addition to never being too old to learn, you can never be 
too proud to admit you do not know everything it takes to be 
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a good leader.  The sooner you realize and admit you are not 
a perfect leader, the sooner you can begin fixing those areas 
of leadership you struggle with.  There are a number of books 
you can read and classes you can take to help you improve in 
those areas of leadership that are your weaknesses.  Do not 
be afraid to take the next step of becoming a better leader by 
establishing a goal and a plan to improve.    

The best way to start this process is by picking a leadership 
skill in which you are weak and then formulating a plan to 
become more proficient.  As part of your plan, you should 
establish a performance system that will allow you to measure 
how much progress you are making.  It has been proven, “When 
performance is measured, performance improves.”

I have listed various qualities a good business leader should 
have.  Please circle each one you believe you have in your own 
life:
Integrity                     Honest                       Dedicated

Give Credit                Humility                      Sense of Humor 
Where Due      

Openness                  Education or               Creative
                                  Work Experience 

Strong Work              Ability to                       Fair
Ethic                          Multitask   
           
Assertive                   Responsible                 Organized

Effective Time           Communicative            Visionary
Manager 
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Time is Money

Business owners consistently undervalue their time.  I don’t 
know if it’s the accountant in me or if I was just born this way, 
but it drives me crazy to see people waste so much of their 
time on unproductive things.  If you want to be successful 
in business, you need to make sure you are using your time 
wisely.  You must show your clients and employees that you 
value your own time, or they will not value your time either.

Of the leadership qualities you did not circle, establish a 30                 
day plan on how you are going to improve in each area:
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What value do you place on an hour of your time?

The value of your time may differ from year-to-year, day-to-
day, and hour-to-hour.  It is your job to have a value for your 
time and know what that value is at all times.  For me, most of 
my professional time is valued at over $250 an hour.  I use this 
value, because this is what I can bill clients for my time.  There 
are times in my life, thought, that my time is worth far more or 
far less than this dollar amount.  Nights such as family night, or 
Sundays, are times in my life when my time is priceless.  There 
is no amount of money I could be offered that would get me to 
give up this time with my family  On the other hand, there are 
times when I am serving others that  I am more than happy to 
do tasks I could pay others just a few dollars to do.  The reason 
for this is because I find so much joy in helping those in need. 

What projects or tasks should you perform for your business 
if the above rate is a true value of an hour of your time?

Once you have set a value for your time, you need to stick 
to it.  You should not have to consistently lower the value of 
your time because others do not value it as you do. However, 
if you are in a service business and you find you cannot get 
your customers to pay you at the value you have set, then you 
may need to reassess your calculations and adjust accordingly.  
If you want to be successful in a service business, it is very 
important that your customers feel they are getting fair value for 
your time.  
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Use Your Time Wisely
A few years ago, I purchased a tire retreading business from 

one of my friends.  His family had owned the business for years 
and the economic downturn had not been good to them.  The 
business was on the edge of bankruptcy and they could no 
longer get inventory from their suppliers.  If the business were to 
go bankrupt, my friend’s family would lose everything they had.  
As a result of this situation, my friend came begging me to take 
the business over and help them out of their situation. 

 After telling him “no” twice, I finally agreed to take over the 
business.  I had no desire to be in the tire business, but I did 
believe I had the skills needed to turn the business around and 
limit the financial consequences that bankrupting this business 
would have on my friend’s family.  

After purchasing the company, I spent much of my free time, 
working with the key executives from various tire suppliers.  My 
goal was to build relationships of trust with them.  I hoped that 
by building this trust, they would give me the credit I needed to 
keep my tire company’s doors open and be willing to forgive 
some of the remaining debt which my friend’s family still owed.    

During the first year under my ownership, the tire company 
made a lot of progress towards becoming financially stable.  

What is your plan for hiring someone else to do the projects 
or tasks you should not be doing?  Thus allowing you to make 
better use of your time as a business owner:
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However it was still not there.  In an effort to change this, I 
decided to talk with my friend’s father and see if he had any 
insights or advice for me.  Surely he could help me understand 
what, if anything, I was missing.  After all, he had run the 
business for over 30 years. 

When I sat down with my friend’s father to ask if he had any 
ideas on what I could do to improve the company’s financial 
stability, he immediately began to chastise me.  He told me the 
reason the business was not financially stable was because 
of the way I had been running the company.  He said, “You 
have run this company all wrong and that is why it is still having 
financial problems.  You have not spent one hour back in the 
retread plant working.”  I could not believe what I was hearing.  
This guy actually believed that the reason the company was not 
financially stable was because I was not working a $10 an hour 
job all day.  

Once I realized my friend’s father was going to be of no help, 
I explained to him the same principle I am going to explain to 
you. You should never consistently do low income tasks you 
can hire others to do.  Your time as a business owner is too 
valuable.  You need to focus your time on those tasks that will 
make your business more successful and that others cannot 
do.  It is this key concept that my friend’s father did not realize.  
He could not see that it was the time I had spent outside of the 
business, building relationships, that allowed the company to 
even still be open a year later.  
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The most interesting part of this story is the tire business 
did ultimately turn around.  In the process, - because of the 
relationships I had fostered - I was able to get over $400,000 of 
back debt forgiven for my friend’s family. Had they been required 
to pay this debt, they would have lost everything they had.  My 
friend’s father thought the best use of my time was back in the 
retread shop, but it would have taken me 40,000 hours working 
that $10 an hour job to accomplish the same thing I did in about 
100 hours of building relationships.

Improving Your Time Management
The best way to improve your time management skills is to 

keep a journal or calendar of what you do every day for the next 
30 days.  The reason you need to keep a journal or calendar for 
so long is so you can start seeing patterns in how you spend 
your days.  If you were to only track your time for a week, there 
are too many variables which may lead you to come to an 
incorrect conclusion of where your time is being spent.  

Once you have kept track of your time for a month, sit down, 
review your journal or calendar, and look at how your days are 
being spent.  You should be able to see where you are wasting 
your time.  You now need to design a plan to remove those 
tasks you are doing which others could be doing for you (i.e. 
$10 an hour projects.)  Removing these items will free up time 
for important tasks only you can accomplish.  This plan should 
include some down time for yourself, as well as time each day 
to work on your business, not just in your business.    
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Summary

The better you know your strengths and weaknesses, the 
better prepared you are going to be to lead your company to 
success.  By knowing yourself, you will be better able to handle 
the situations which will arise in your business.  You will become 
a better manager and will improve your leadership skills.  As 
you improve these skills, you will make better decisions for your 
business and will know how to hire the people you need to help 
you succeed as a business owner.  

What are the top five things you waste your time on?

What is your goal to limit these activities, so you have more 
time for your business?
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When running a business it is very important you understand 
how to hire those people who will help you be a successful 
business owner, and that you find these people in the early 
stages of your business.  Many of the steps in this guide will 
require you to get the help of others. I want to make sure you 
know what it is you are looking for, and how to find these people.

There are a number of key concepts you need to know as 
you look for the people you want to work with.  In this section, I 
will talk about the things you should look for - not only in hiring 
professionals, but also your own employees.  I will also talk 
about a few of the things you can do to keep the best people 
working for you.

Hire the Best
It is very important you do everything you can to hire the best 

people you can find, and then set your business up to challenge 
those people on a consistent basis.  Good people never cease 
to amaze me.  When you challenge a good person, this person 
will do more than you think they can, and will be very creative in 
the process.  Most of the top people I have hired over the years 
have not been the ones I paid the most.  The most successful 
and talented people I have worked with were the ones who were 
driven by their jobs and not by how much I paid them. 

Hiring Professionals
The right professionals will be critical to your successful 

business.  In hiring professionals to represent your business, you 
do not want to be in a hurry.  The process of hiring a professional 
might take a week or more.  The best way to start this process 
is to ask trusted friends for referrals of professionals they work 

Chapter 2

Hiring the Right People
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with who may have the skills you are looking for.  A good referral 
will give you a better chance of finding someone you can trust 
to do a good job for you.  

If you cannot get a good referral, you are going to want to make 
sure you interview at least two or three different professionals 
to determine if they have the skills you are looking for.  In doing 
this, do not get concerned you are wasting money.  Picking 
a professional should not cost you anything. Most reputable 
professionals will give you a free consultation to allow you time 
to get to know them and see if you are a fit for each other.  

You need to treat your first meeting with any professional 
as an interview.  During this interview there are a number of 
questions you should ask.  These questions include, but are not 
limited to, the following:
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• How long have they been in business?
• What is it that they specialize in?
• What licenses do they have?
• Can they give you references of clients that they worked 

with?
• How and how much do they charge for their services?
• What size of client are you to them? (Being too small or 

two
• big can both be problems)
• How do they see themselves best helping your business?

By making sure you go through the whole interview process, 
you will limit the possibility of making a mistake and ending 
up with a professional who is not right for your business.    
Unfortunately, there are many professionals who promote 
themselves as being better than they are.  You want to do 
everything you can to keep from getting your business tied up 
with one of these professionals.  

What professionals do you need to hire for your business?
____  Accountant

____ Attorney

____ Banker

____ Insurance Agent

____ Financial Planner

____ Business Coach

____ Advisory Board

____ Other ____________________

Using an Advisory Board
Another group of people who can be very helpful to you and 

your business is an advisory board.  An advisory board is a 
group of people (usually two to three) you select to meet with 
you on a regular basis.  Together you will review the current 
operations of your business.  The advisory board’s purpose is 
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to help hold you accountable and to give you ideas that will help 
you and your business.  

If you want to take your business to the next level, creating an 
advisory board is one of the best moves you can make.  Here are 
the top 10 reasons to form an advisory board for your business 
today. 

Less Expensive than Individual Consulting - Advisory 
boards are made up of people you know who are experienced in 
business.  These people should be entrepreneurs and top level 
business executives with years of business experience.  Your 
advisory board should not cost you a lot of money.  The people 
on your board should be close enough to you that they would be 
willing to help you out, even if you are only buying lunch for the 
meeting, or if you can only offer them your product or service in 
exchange for their time.  Your advisory board members should 
only be expected to give you one or two hours a month.

Advisors Work as a Team - Most professional advisors 
have their own agenda and, as a result, often do not work well 
together.   An advisory board is made up of professionals you 
know, who complement each other.  They have one goal in mind 
and one goal only.  Their goal is to help your business achieve 
the highest level of success possible.

Professional Contacts when You Need Them – Most 
professionals who sit on an advisory board have spent a lot of 
years building their Rolodex.  As a result, when you have an 
issue the advisory board cannot solve, they are able to refer 
you to someone trusted who can.  In so doing, they introduce 
you to other business professionals who have a better chance 
of meeting your needs and being trustworthy, than if you had to 
place a cold call.    
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The Benefits of a Board of Directors without all the 
Hassles - Large companies have a board of directors to give 
them guidance and hold them accountable.  An advisory board 
is set up to do the same thing for your business.  However, 
unlike a Board of Directors, you are not required to implement 
all of the things that the advisory board suggests.  Obviously, I 
believe it is in your best interests to follow what your advisory 
board tells you (or i would not be suggesting using an advisory 
board) but it is still your business.

Simple to Operate – Your advisory board will meet with you 
on a monthly basis.  This meeting is organized with an agenda 
that includes a specific topic.  The agenda will also include time 
to review any assignments from the last meeting, time to give 
new assignments that need to be completed before the next 
meeting, and time to discuss any immediate concerns.

Grow Your Business Faster - An advisory board is a great 
way to signal to the world your intent to grow your business.  
Few actions say more about your commitment to growth than 
showing you have a team behind you supporting your actions.  
Only companies who are serious about expanding their business 
make the time and effort to organize an advisory board.

A Personal Sounding Board – An advisory board can serve 
as a sounding board for new ideas – or for solving weighty 
problems.  Professional advisory board members are willing, 
informed listeners that have already dealt with many of the 
same issues you are facing.

Mentoring – The top is a lonely place.  Your employees, 
client, and customers expect you to have all of the answers.   
But who do you turn to when you need answers?  Having an 
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advisory board allows you to have a place to go for the answers 
you need to the tough questions you have as a business owner.

Accountability – Having an advisory board provides a 
helpful level of accountability.  You have so many things to 
do; the advisory board will help provide ideas, advice and 
accountability to keep you on track.

It’s the Right Thing to Do – From my experience, there is 
nothing that will help you and your business as much as an 
advisory board.  Every business owner needs advice, ideas, 
mentoring, and accountability - all while watching their 
expenses.  An advisory board will help you turn your business 
into the successful organization you want it to be.

In selecting your advisory board, make sure you are dealing 
with responsible, reputable people who are experienced in 
business.  These advisors will play such a key role in the future 
success of your business so you need to make sure you hire the 
best board possible.

Write your plan on how you will form an advisory board below:
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Hire a Business Coach
If you cannot afford an advisory board, or you just prefer 

working one on one with your advisors, then having a business 
coach is something you should look into.  A good business 
coach will take the time to get to know you and your business.  
A good business coach will also help you make the important 
decisions needed for your business.

Every business needs a quarterback to run the plays in the 
game of business, and every quarterback needs a coach.  The 
reason for this is because a coach watching from the sidelines 
can see everything that is going on in a business.  He can then 
guide the quarterback in making necessary adjustments based 
on having all the available information.  As a quarterback in the 
heat of the game, there are a lot of things you may be unable 
to see as they are happening around you.  Limited vision and 
resources can make it difficult to make all of the right decisions.  
That is why you need a coach.
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Hiring Employees
When it comes time to hire employees, you need to make 

sure you are hiring the best you can find.  The best employee 
for your business is one who has the education needed to do 
the job for which you are hiring them, and has a personality that 
will fit into your business culture.  If I had to choose between the 
smartest person I could find, and the person who fit best into 
my office culture, I would hire the one who fit into my culture 
every time.  The reason for this is because they will be much 
happier and much more likely to stay with my company long-
term.  

Write your plan for hiring a business coach below:

Do you need to hire employees for your business?  If so, 
where do you plan on finding them?
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Once you have hired the best employees you can find, it 
is important you do everything you can to keep them.  I have 
included a number of things you can do to help retain your 
employees, but this list is not complete.  You may have many 
other things you do to keep your employees which I have not 
listed here.

Give Your Team Responsibility
One of the best ways to keep employees happy is to make 

sure they have clearly defined responsibilities.  As a leader, you 
need to give everyone on your team a job description.  Every 
team member needs to know what they are responsible for and 
should be doing.  Some of the most frustrating times I have had 
as a business owner, were when I did not follow this principle 
and allowed my employees to be less than they could be.  Good 
employees want to be productive.  However, many of them do 
not know how to be productive without direction.  Therefore, 
you have got to set up a system that will allow you to have the 
time needed to give direction to your employees on a consistent 
basis.  

Provide Benefits
In this competitive world, benefits may be every bit as 

important to your employees as their hourly wage.  We are living 
in a world where many employees have special situations which 
require us, as employers, to be creative in how we provide for 
their needs.   In most of my own businesses, I have found that 
one of the benefits - that can mean far more than being paid at 
the highest rate available - is to have a flexible schedule.  I cannot 
do this for all of my employees, it is important that people such 
as my receptionist are there during normal business hours, but 
I can be very flexible with most of my employees.  
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If your employees have families, there are a couple of things 
that I do for my employees you might consider.  First, I have 
a quarterly party where I include my employees’ spouses and 
children.  This gives my employees’ families a chance to get to 
know each other, which can help build closer bonds between 
employees at the office.  Second, I give each of my employees 
a half-day off on their children’s birthdays.  This gives them an 
opportunity to have extra time to prepare for parties and family 
activities, or just to spend time with the birthday child.  

You should also offer standard benefits if your business 
can afford them.  These benefits include, but are not limited 
to: health insurance, a retirement plan, holiday and sick pay, 
and vacation time.   These are all benefits that can make a big 
difference in the life of your employees, which will convert into 
an increased chance of success for your business.
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Make Your Business a Fun Place to Work
Most of us will spend more time at work than any other place 

in our lives.  Therefore, it is important you do everything you can 
to make your business environment fun.  Your business needs 
to be a place your employees can look forward to coming to.  
For many of the businesses I have owned, I have been able to 
do this by letting my employees come up with activities they 
thought would be fun, and supporting them.  

At the accounting office I owned in Las Vegas, most of my 
employees were recreational athletes, and so a lot of what we 
did outside of work was participate in various sports leagues. 
We participated in golf, basketball, softball, bowling, and 
volleyball leagues.  These activities became so much fun for my 
office, that often employees not competing would come just to 
watch and participate in the after-hour events.

  
At the first accounting office I worked at, my fellow employees 

and I would all play cards together during our lunch hour.  Many 
of us also bought passes to the local water park and would hang 
out there during the summer months.  This extra time together 
helped us build a unique bond that many of us continue to enjoy 
to this day, even though it has been over 16 years.  Doing that 
also helped motivate each of us to work more as a team during 
office hours.  

I currently work with a client who allows each staff member 
the opportunity to decorate their office however they would like.  
No matter how odd he might think it is.  I have another client 
who gives out a daily award to recognize an employee who has 
done something nice for one of his coworkers.  To present the 
award, the managers dress up in costumes, blow horns, and 
ring bells as they parade to the desk of the recipient.
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There is no magic formula when it comes to making your 
business environment enjoyable.  You need to make sure 
you center your company activities on the interests of your 
employees.  The best way to do this is to make sure your 
employees are part of the planning.  One year for our Christmas 
party, my partners and I decided a talent show would be fun.  
We had our secretaries lay out the program and pass out sign-
up sheets for each employee.  What we did not know was how 
intimidated some of our employees were by this idea.  We 
actually had employees threaten to quit over it.  Be careful.  
What you think is fun might not be even close to what your 
employees enjoy.

Provide Training
Good employees want to learn new skills and get better at 

their jobs.  It is very important you provide your employees with 
a number of training opportunities.  As you train your employees 
they will become more efficient and you will increase their value 
to your company.  You will also find if you train your employees 
on what it is you expect of them, they will be much happier in 
their jobs and will be much more likely to remain with you long-
term.

Training does not always have to be expensive, nor does it 
even have to be out of the office.  For one of my tax departments, I 
would bring lunch in every week and then assign a staff member 
to teach a different tax topic.  This became a great time for my 
employees and I to bond together.  Not only were we learning, 
we were also getting an opportunity to get to know each other.
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Look for Your Replacement
As a business owner this might sound like a crazy thing to do, 

but as you are training your employees and working with them, 
you should always be on the lookout for your replacement.  
You want to do this for a number of reasons.  First, you will 
have someone who can watch over the business while you are 
on vacations or business trips.  Second, you will be able to 
lighten your load on a daily basis so you don’t have so much 
responsibility.  Third, when you decide to retire or sell the 
business you want to make sure there is no interruption in the 
day-to-day operations of the business.  This will allow you to 
get maximum dollar from a new buyer. 

What are some things you plan to do to keep your employees 
happy?
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Summary
Never underestimate what skilled employees and 

professionals can do for your business.  There are times when 
it is tempting to believe “if you want it done right, you have to 
do it yourself.”  In these times, consider that maybe the reason 
others cannot complete a task correctly is because you may 
not have taken the time to properly train them or given them 
enough information.    If you find yourself in this situation, you 
need to set a goal to train those you work with so you can 
delegate more responsibility to them.  

If you want to grow your business, and have any type of life 
away from your business, you need to have trained people to 
help you.  By training your employees and being open with 
your outside professionals, you will help them understand the 
skills they need to better assist your business, which will reduce 
feelings of being overwhelmed and wanting to quit.  
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Just as the foundation of a house determines the stability 
of the house, the principles taught in this step are going to 
determine whether or not your business can withstand all it 
may one day experience.  All of the other steps taught in this 
guide can become irrelevant if you do not handle this one step 
correctly.  This is an area of your business where you cannot cut 
corners. You need to make sure the foundation of your business 
is as strong as possible.    

Choose a Name

Chapter 3

Your Business Foundation

It is impossible to own a business without a name.  A business 
name is every bit as important as your own personal name.  
Every person that does business with your company is going 
to know and refer to your business by its name.  Therefore, 
you want to make sure you choose a strong memorable name.  
Here are some key concepts you will want to keep in mind when 
choosing your business name.
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• Choose a name that will tell the world what your 
business does.

• Unless you have a large marketing budget, stay 
away from names which have meanings your target 
customer may not understand or are hard to spell or 
pronounce.

• Keep your name simple. Most people only want to 
refer to your business in one or two  words.

• Your name should be memorable.
• Be careful using your own name as the name of your 

business.  This can create problems if someone else 
in your community has your same name or when it 
comes time to sell your business.

Once you have chosen a name, research it.  Make sure the 
name you have chosen is not already taken and does not 
have any negative meanings.  You can start this process on 
the internet, but you also need to check with the state agency 
which governs business names in your state.  This will help you 
make sure your name is not already taken by a business that 
does not do internet marketing.  The last thing you want to do 
is spend a lot of money and time branding your business with a 
name, only to find out the name is taken by someone else and 
you cannot legally use it.  I know of public companies that have 
spent hundreds of thousands of dollars to correct issues that 
have arisen by using a name which was already taken.  

I am an Eagle Scout and have always been very involved 
with the Boy Scouts of America.  I believe the Boy Scouts of 
America is a great organization.  It teaches young men values 
and helps them become better adults.  As a result of my love 
for scouting, a couple of years ago I decided I would visually 
show my support for the organization by getting a Boy Scouts 
of America license plate.  
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I was so excited.  The license plate was designed with the 
Boy Scout logo and there was space for 5 letters or numbers 
which I could use to share my own personal message.  I took 
about an hour going through different options and finally picked 
five letters that represent a key value of scouting I use in my 
own life.  My message was approved and within about a week 
I received my personalized license plates.  The day the plates 
arrived, I rushed out and placed the new plates on my car.  I 
wanted others to be inspired by my message and hopefully, 
become better people themselves.    

It only took a couple of days until one of my co-workers came 
into my office and commented on my new license plate.  I was 
just getting ready to ask him how it had inspired him, when he 
asked, “What does it say?”  I was floored!  What did he mean, 
“What does it say?”  I had picked the letters “GDTRN”.  Surely 
what I was trying to say was clear.  I guess not, because since 
I put the plates on my car dozens of people have come and 
asked me the same question. 

In my own excitement to create a license plate that would 
inspire others, I had failed to realize by having to drop three 
letters I had created a message very few people, even in 
scouting, understood.  The message I had tried to convey was 
“Good Turn”, or “Do a Good Turn Daily”.  This is the scout 
slogan.  It invites scouts and others to do at least one nice thing 
every day.  What I ended up conveying was confusion.

You do not want to make this same mistake with your business.  
A misleading or misunderstood name can mean disaster for 
your business and can be very expensive to change.  If, after 
you have gone through this section, you find you have already 
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made a mistake in naming your business, consider taking the 
necessary steps to change the name. As expensive as it might 
be to change your name, it may cost your company far less than 
the revenue you may lose from using a poor name.

If you haven’t already picked a good name for your business 
make a list of up to 10 possible names you are considering for 
your business:

Review your list with at least two other people and come up 
with the top three names from the above list:

Review the remaining three names with at least 10 other 
people and narrow your list to one name. Write the name you 
chose below and then check to make sure it is available:

Write a Business Plan
Writing a business plan is going to be the most time consuming 

part of all of the principles covered in this guide.  It is also the 
most important thing you will do for your business.  A business 
plan is a comprehensive report of your whole business, which 
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will help give yourself and others a complete picture of what 
you do and where your business stands.  In order to complete a 
business plan, you need to assess all aspects of your business 
- putting on paper where your business currently stands in 
every area.  

There are a number of professionals, including most 
accounting firms, who will write a business plan for you.  
However, I recommend you buy a software program and do it 
yourself.

There are a number of companies who offer industry specific 
business plan templates to help get you started.  The reason I 
suggest you prepare your own business plan is because it will 
teach you more about your business than any other exercise you 
can do.  It will help confirm there is a market for your product or 
service.  A business plan will also force you to look at all of the 
financial data for the business to show you if your business can 
generate enough money to cover all of its expenses. 
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A good business plan will include the following 10 sections:

• Executive Summary – This section will give an overview 
of what your business plan says as a whole.  You want 
this section to include the fundamental points that would 
interest a potential investor and show your business in 
the best light possible.

• Company Analysis – This section includes how the 
company is organized and what products the company 
plans to sell.

• Industry Analysis – An industry analysis is a review of 
the industry your business will be operating in.  This part 
of your report is important so you can better understand 
what is going on in your industry and whether you are 
getting into the industry at a good time.

• Analysis of Customers – Here you will talk about your 
target customer and the impact they will have on your 
business.

• Analysis of Competition – In this section you honestly 
talk about your competitors and how they might provide 
benefits or consequences to your business.

• Marketing Plan – The marketing plan lays out what you 
are going to do to grow your business.  It needs to include 
a budget and specific marketing goals. 

• Operations Plan – This section discusses the internal 
strategies and structure of your business. 
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• Management Team – This is a key section to potential 
investors.  Investors want to see that your team has the 
experience necessary to make your business successful.

• Financial Plan – The financial section is where you will lay 
out all of the numbers.  Usually you will include a five year 
forecast.  This is an area in which you may have to rely on 
an accountant for help.

• Appendix – The appendix contains all of the documents 
that support your business plan.  

Once you have completed your business plan, you need to 
have it reviewed by a qualified third party.  This is an area where 
an advisory board or a business coach will be valuable because 
usually they will be completely honest with their thoughts and 
feelings.  This does not mean you have to agree with all of their 
ideas, but you do need to objectively look at their suggestions 
and avoid getting defensive.  (For a more detailed explanation 
of how to prepare a good business plan, go to the end of this 
guide.)  

Update Your Business Plan
Your business plan is a document you should be reviewing 

and updating on an annual basis.  It is to be used as a goal book 
to see where your business is going and where it has been.  For 
most businesses, what is forecast to happen during the first 
year of business and what actually happens, are two completely 
different things.  The economy and many other factors can also 
change quickly, having either a very positive or very devastating 
effect on a business.  This is why it is important you update 
your plan at least annually and make sure your projections and 
assumptions are still on target.  
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You will notice your business plan changing the most during 
the first few years of operation.  This is because you are still 
learning about your business and how it is going to be received 
in the market.    

Do not worry about making your business plan perfect.  
Remember, it is just a plan of your expectations and goals.  That 
being said, you do not want to get sloppy either.  Your business 
plan needs to be close enough to what you are doing in your 
business that someone reading it for the first time would have a 
good understanding of how your business is run and what you 
expect from it in the future.

Pick the Right Entity

Now that you have the right name and have created a 
business plan, it is time to pick the right entity for your business. 
Although this step is easier for most people than choosing a 
name, it is still a very significant step which can take some time 
and will usually require the help of a professional.  

The problem with this step is, depending on what state you 
operate your business in, the entity you should choose might 
be different than the entity of someone running the same type 
of business in a different state.  I have included a table at the 
end of this chapter which goes through many of the differences 
between each type of entity.  Please use this table only as a 

Write your business plan and have it reviewed by at least one 
other person who is not emotionally attached to your new 
business.  Once this person has reviewed your plan, schedule 
a meeting to go over any of their concerns. (Include a copy of your 
final business plan in the Business Plan section of your binder or your 
electronic folder.)
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reference to help you better understand how each entity works 
and not to make a final decision for which entity type is best for 
your business.  

At this point in your business you might believe you cannot 
afford to hire a professional to help you.  I am here to tell you 
that you must find a way to afford a professional to help you 
with this step if you want to avoid potentially devastating 
consequences in the future.  Although I recommend you use 
an attorney, please be aware that forming your entity does not 
have to be done by an attorney.  There are many reputable 
online companies who perform this service.

I recently consulted with a group of business owners who 
I had met with five years earlier.  I advised them at that time 
that the entity they were using was not the correct entity for 
their business and they should make a change.  Not wanting 
to hurt their current accountant’s feelings, they did not make 
the change as I suggested.  Now they are faced with a major 
problem.  They want to - and have to - sell the business.  With 
their current structure, it is going to cost them over $500,000 
more in federal and state income tax.  If they would have 
listened to my advice from five years ago, they would not have 
to pay any of this tax now.  

Worse than this, because of the additional tax, the amount 
these business owners will be left with after the sale will not be 
enough for them to fully retire.  The three owners are faced with 
the fact they will have to look for new jobs to help supplement 
their retirement.    

This whole tragedy could have been avoided if they would 
have just listened to my advice, as a professional, and signed 
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one piece of paper.  This one piece of paper would have been 
enough to move $500,000 from the tax coffers right back into 
the pockets of those three business owners.  

If you decide to operate as an S corporation, make sure your 
Form 2553 gets filed timely.

Obtain State/Local Business Licenses
Your business must have state/local business licenses.  No 

matter where you operate your business in the United States, 
you are going to be required to have a business license - and 

Go through the entity table that is included at the end of this 
chapter and pick the entity you believe will be the best one 
for your business.  What type of entity did you choose?  (LLC,           
S Corp, C Corp, Etc.)

possibly more than one.  It is very important you research your 
local laws and make sure you have the correct licenses for your 
business.  If you fail to obtain the necessary licenses, you could 
be subject to substantial fines and penalties. If you are in a 
business with restrictions (such as selling alcohol or cigarettes) 
you will need to make sure you meet all of the qualifications to 
get licensed to sell the products before you begin selling them.  
Not complying with the licensing requirements for these types 
of products can result in civil and criminal penalties.

Schedule a meeting with an attorney, or an online business 
that sets-up companies, and review the above choice to make 
sure you are not making a mistake.  What type of entity did you 
decide to use?  (Include a copy of your entity documents and your EIN 
form from the IRS in the Entity Documents section of your binder or your 
electronic folder)
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Personal Property Taxes

If your business owns personal property (computers, 
furniture, equipment, etc.), most states are going to require you 
pay an annual personal property tax.  The amount of tax you 
pay is usually based upon the estimated current market value 
for the property.  Usually the tax amount is small, but it is a tax 
nonetheless and you are required to pay it.

You will normally be signed up for this tax when you get your 
business license.  If you are unsure whether or not you will be 
subject to a personal property tax, contact the office you got 
your business license through.  They should be able to explain 
the laws for this tax as they apply in your area.  If you find 
you are subject to this tax and are uncertain how to fill out the 
necessary forms, contact your accountant or bookkeeper and 
he or she can help you.

Sales Tax 
Make sure you understand the requirements your business 

has for collecting and paying sales tax.  Most states offer 
free training classes, or you can contact a CPA to help you 
understand your responsibilities as they pertain to this tax.  

When dealing with sales tax, it is very important you charge 
the tax correctly to customers and remit it on time to the state.  
If it is discovered you under-collected sales tax during an 
audit, you will be responsible to pay this tax on behalf of your 
customers.  If you are like most business owners, you are only 
working on a 10 to 15% profit margin and if you have to give 
the state the majority of this profit in uncollected sales tax, you 

(Include a copy of your business license(s) in the Taxes & Licenses 
section of your binder or electronic folder.)
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could owe a tax amount large enough it could end up putting 
you out of business. 

Sales tax is also one of the few taxes most states make a 
business owner personally liable for if it is not paid.  So make 
sure you understand your state’s sales tax laws and how they 
relate to your business.  You do not want to personally be 
subject to a state tax lien as a result of a tax that should have 
been paid by your customers.

If you are selling products in multiple states or over the 
internet, it is also very important you understand the laws as 
they relate to sales tax in the states you are selling in.  Many 
states have what is called Nexus, which means you may have 
a high enough level of activity in that state to require you to be 
subject to their tax laws.  You need to make sure you understand 
how Nexus works in the states you are operating in and how it 
will ultimately affect your business.

Use Tax
Use tax is a tax that is due when you buy a product which 

you use in your business from a different state than the one you 
are operating in.  It applies when you do not pay sales tax on 
the product when you buy it.  If you are like most people, you 
bought the product out of state and had the following thought.  
“Great, I just saved myself some money by not having to pay 
sales tax.”  Unfortunately, this is not the case.  You now owe use 
tax to the state in which you operate your business.  Depending 
on the state and the nature of what you do in your business, this 
tax will be required to be paid monthly, quarterly, or annually.  
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Payroll Taxes
If you have employees, including yourself, there are a number 

of payroll taxes you are going to be responsible for.  These 
include Social Security and Medicare, federal unemployment, 
state unemployment, and worker’s compensation.  Because of 
the complexity of the payroll process and the fact the penalties 
for reporting payroll incorrectly are so large, I suggest you hire a 
payroll company to assist you in this matter.  

If you decide to tackle payroll on your own, there are some 
important things to remember.  First, make sure you have signed 
up with all of the agencies in which you are required to submit 
taxes for your state.  Second, make sure you are never late 
in submitting payments or reports.  Most agencies charge a 
minimum of 10% of the amount owed as a penalty, if the report 
and payment are late.  Depending on the amount of payroll you 
have each month, this could result in hundreds, if not thousands, 
of dollars.

Depending on the size of your company, you might look at 
setting up a separate entity that is a C Corporation through which 
to pay all of your employees.  There are a couple of reasons you 
would do this.  First, by using a C Corporation you will be able 
to take advantage of additional employee benefits over other 
entity types.  Second, if there is ever a time when you get behind 
on your payroll taxes, there is a possibility of getting out of all 
penalties and interest, as well as part of the tax, by setting your 
structure up this way.  

One of the key consequences you must know about when 
dealing with payroll taxes is that the employees’ portion of Social 
Security and Medicare, as well as their federal withholding, can 
be assessed to you personally if it is not paid.  This is called the 
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Trust Fund portion of payroll taxes.  What this means is you are 
being trusted with your employees’ tax money and you have a 
personal obligation to make sure it gets paid.  If this portion of 
the tax does not get paid by the business and ends up getting 
assessed to you personally, the IRS has the right to issue a 
federal tax lien on you individually as security for collection of 
the tax.  

Apply for the necessary Sales/Use tax license(s) for your 
business. (Include a copy of your Sales/Use tax license(s) in the Taxes 
and Licenses section of your binder or electronic folder.)

(Include a copy of all your original payroll tax licenses in the Taxes and 
Licenses section of your binder or electronic folder.)
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Summary
This is by far the biggest, and possibly most overwhelming 

step in the whole process.  Do not get discouraged.  Take your 
time and rely on professionals you can trust to help make this 
part of your business fun and exciting.  The more fun you can 
have in Managing your business, the better you will be able 
to handle the ups and downs that come along with being a 
business owner.
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Proprietorships

Method of
Creation

Entity Status

Liability of
Owners

Duration

Limited
Liability

Companies

Limited
Partnerships

S
Corporations

C
Corporations

Owner
commences

business
activity

Charter issued
by the state

under
statutory
authority

Created by
registration

with the
state under
statutory
authority

Charter issued
by the

state under
statutory
authority

Charter issued
by the state

under
statutory
authority

Not separate
from owner

Legal entity;
separate and
distinct from

the members’
owners

Legal entity;
separate and
distinct from

owners

Legal entity;
separate and
distinct from

owners

Separate
from limited

partners,
not usually

separate from
the general

partners

Owner is
100% liable
for all debts

Members
enjoy

complete
limited liability
similar to that

of limited
partners

Limited
liability for

limited
partners

only

Shareholders
liable only

to extent of
paid-in capital

Shareholders
liable only

to extent of
paid-in capital

Same as
Owner

Must specify
term of years;

must be 99
years or less

May be
perpetual

May be
perpetual

May be
perpetual
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Proprietorships

Transferability
of Interest

Control

Capital

Taxation

Limited
Liability

Companies

Limited
Partnerships

S
Corporations

C
Corporations

May be sold
at any time;

new
proprietorship

Operating
agreement

defines
restrictions,

if any, to
transferability
of a members

interest

Limited partner
may sell
interests;

general partners
may not sell

interest without
consent of the 

others, depending
on the bylaws

or charter

Profits may be taxed
to each member, similar

to a partnership or
sole proprietorship,
or the company may

be taxed as a
C or S Corporation. 

If taxed as a partnership
or sole proprietorship
owners are subject
to self-employment

tax

Shareholders
may sell

or transfer
shares of stock

Shareholders
may sell

or transfer
shares of stock

By owner

This company
is owned by

it’s members 
and is managed
by its members
or by elected
managers; an

Operating
Agreement

governs policy

Profits are usually
taxed to each

general partner and
each limited

partner, as agreed
in contract. General
partners are subject
to self-employment

tax

Double taxation;
corporate profits
are taxed to the

corporation;
shareholder 

profits in form
of dividends

are taxed as they
are received

Profits are taxed
at the Shareholder
level and are not

subject to
self-employment
tax. W-2 wages

must be paid
to all active

officers

Shareholders
elect the
Board of

Directors, 
which sets 
policy and
appoints
officers

Shareholders
elect the
Board of

Directors, 
which sets 
policy and
appoints
officers

Limited
partners
have no

management
rights of
control

Limited to
what the

owner can
personally

raise

Raised by
the members
themselves

What the
limited

partners and
general

partners can
raise

collectively

Based on
issuance and

sales of shares
of stock

Based on
issuance and

sales of shares
of stock

Profits are
taxed to owner
as an individual.
Net income is

subject to
self-employment

tax
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If you are like most business owners, this is going to be one of 
the most important chapters in this whole program.  In fact, your 
business can never be over prepared to seek financing from a 
lender.  If you are like most entrepreneurs, there is going to be 
a time when you will need financing.  It might be in the start-
up phase, the growth phase, or the business-is-not-doing-well 
phase.  Regardless of which one of these phases your business 
finds itself in, you are going to need money to get out of it.  Now 
you may be lucky enough to have your own money, but if you 
don’t, you are going to need to know what options are out there 
to finance your business, and what you need to do to prepare 
yourself to obtain funding. 

Keep Up on Your Financial Statements
It is very important, from the day you open your business, 

to keep up-to-date financial statements.  These statements 
should include a balance sheet, profit and loss statement and 
statement of cash flow.  Time after time I see business owners 
who get busy and stop paying attention to their financial 
statements.  Then that critical day happens; the economy 
slumps, the business loses a big customer, or the business 
needs to expand.  As a result of any one of these situations, the 
business finds itself in desperate need of financing without the 
financial statements required to acquire the financing.  (If you 
aren’t familiar yet with what I am referring to when I say financial 
statements, I discuss them in more detail in Chapter 8).

Unfortunately, once a business has gotten to this point it is 
usually too late.  If the business owner did not pay attention to 
his or her books and records during the good years, they now 
cannot provide a lender with the detailed financial information 
required to consider a loan during the down years.

Chapter 4

Financing Your Business
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It is very important you have your financial statements 
prepared and you review them on a monthly basis.  Do not get 
lazy in this area.  If you do, your lack of diligence could end 
up costing you your business.  When you are just starting, you 
will have projections instead of financial statements. These 
projections will be part of your business plan.

What is your plan to maintain current financial statements?

Maintain a Good Credit Score

When it comes to getting financing, you can never 
underestimate the importance of a good credit score.  In this 
economy, a good credit score might be the only thing you have 
going for you when seeking a loan.  
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You need to monitor your credit score and make sure it is at a 
level which would allow you to get the best financing possible.  
If you have not protected your credit score like you should, you 
need to begin the process of correcting the errors of your ways.  
Starting today you need to make a good credit score important 
in your life.

If you are someone who has gotten into trouble that has 
damaged your credit score and you feel you need to get 
assistance from a professional credit repair facility, please be 
careful.  There are a lot of scams in the credit repair industry.  
You need to make sure you get a price quote and check the 
company’s references.  Be very careful with any group that asks 
for a large sum of money before they are willing to do any work.

If you do not currently have a system to check your credit 
score regularly, you need to go online and set up an account 
with a company that provides this service.  As an American 
citizen, you have a right to receive one free credit report a year. 

Have an Updated Business Plan
I talked about the importance of creating and updating your 

business plan in Chapter 3.  One of the reasons this is so 
important is because you are going to need a business plan to 
share with potential investors.  They want to be able to see what 
you plan to accomplish with your company. 

Get a copy of your credit report and review it for errors.  (Make a 
copy of your credit report and keep it in the Credit Report section of your 
binder or electronic folder.)
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Options for Financing

There are a number of different options to choose from if 
you are in need of financing.  Some of the more popular places 
where you can obtain financing are listed below.

Self – Any money you provide the company may be classified 
as a loan or as a form of capital.  The best thing about this type 
of funding is the lender (you) is generally very easy to work with.  
Unless you have had to borrow this money from somewhere 
else personally, there are generally no firm payback terms and 
you can charge yourself a very reasonable interest rate.  Best 
of all, your business can pay the interest on this loan directly to 
you instead of a third party.

Family – Be very careful borrowing money from family.  It is 
very tempting to look to family for financing when you start a 
new business.  Your family usually knows you better than anyone 
else and most family members have a hard time telling another 
family member “no”.  As a result, your chances of obtaining 
financing from a family member can be much greater than from 
other sources.  The problem with this type of financing does 
not come when the loan is given;  It comes when the loan is not 
paid back.

If you decide to borrow money from a family member, you 
need to establish a promissory note with repayment terms just 
as you would with any other third party lender.  This can help 
keep you responsible and help eliminate potential hard feelings 
in the future.

Banks and Credit Unions – Historically banks and credit 
unions have been a great source for financing and it appears 
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they will be a great source once again.  Unfortunately, because 
of the events that took place in the economy around 2008, banks 
and credit unions became very conservative and stopped the 
majority of their lending to small businesses.  This one action 
made it very difficult for small business owners to get started 
because this was the primary source of funding most of them 
used.  

Banks and credit unions are now starting to loosen their belts 
once again, so if you are in need of financing keep them as an 
option.  What I like about banks and credit unions is they usually 
have reasonable interest rates and they set up their loans with a 
payback schedule your business can realistically keep up with.

SBA (Small Business Administration) – There are two 
types of SBA loans.  One is designed to be used for real estate 
projects, the other is for operating businesses.  If you are looking 
at an SBA loan, there are two major differences from a normal 
bank loan.  First, there are more restrictions on who can borrow 
SBA money and what it can be used for.  Second, the fees to 
initiate an SBA loan are higher than what a bank would normally 
charge.  That being said, SBA loans can still be a great place 
for a small business to get its start.  There are SBA experts at 
most banks who are more than happy to educate you on SBA 
requirements and whether or not an SBA loan is right for you.

Hard Money Lender – Hard money lenders should be used 
with extreme caution.  If you decide to try this type of financing, 
please be careful and make sure you understand all of the 
lender’s terms and what they will require of you if the loan is 
not paid back.  The business model used by most hard money 
lenders involves getting you to a point where you cannot make 
the payment.  This allows the hard money lender to take the 
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assets you are using to secure the loan.  If a hard money loan is 
not set up right and you are not careful, there is no quicker way 
to end a potentially successful business that just needs a little 
more time.  Hard money loans have high interest rates and are 
usually for a relatively short period of time.

Factoring – If your business has a lot of receivables, you 
might look into factoring them.  This means you get a lender to 
give you money using your accounts receivable as security.  It is 
important you know what you are doing if you get into this type 
of financing.  Most factoring companies will charge a minimum 
interest rate of 5% a month.  Depending on what your profit 
margins are, it can be very difficult to keep up with a 60% per 
year interest rate over time.    

If you find your business is in need of funding, make sure you 
keep all of your options open and you read the fine print on the 
loan documents.  It is very important you understand what you 
are signing and what your responsibilities are going to be when 
paying back the debt.
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Types of Loans
If you have a good business idea and are in need of financing, 

there are many ways to structure a loan.   I have listed some of 
the more popular types of lending options below.   

Demand Loan – A demand loan is when money is lent 
with no set payback terms.  This type of loan can be due and 
payable at any time the lender chooses.  You will usually see 
this type of financing when you borrow money from a family 
member or a friend.  You need to be careful with demand loans, 
as these debts can be called at a time it is not beneficial for your 
business.

Term Loan – This is the type of financing generally provided 
by a bank or credit union.  This type of lending is where you 
borrow a certain amount of money, for a certain length of time, 
and at a certain interest rate.  You then pay the money back 
in monthly installments.  This type of financing can be good 
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because it gives you a set amount to pay off each month 
allowing you to know the balance you owe is always shrinking.

Line of Credit – You do not see line of credit loans as 
much now as you did during the early 2000’s, but they are still 
available.  This type of financing is set up with a certain amount 
you can borrow, but you do not have to borrow the money all at 
once.  You draw against the loan as you need the money, thus 
allowing you to limit the interest you have to pay.  The biggest 
drawback to this type of loan is most of them are structured 
where you have to pay the total amount off for at least 30 days 
once a year.  If for some reason you cannot pay it off, most 
lenders will do one of two things; either they will call the loan 
and if you cannot pay it back they will take any assets used to 
secure the loan, or they will turn it into a term loan.

Credit Cards – Depending on the size of your venture, credit 
cards might not be a bad option for financing.  Be careful though, 
credit card borrowing usually comes with a high interest rate 
and the amount you can borrow is generally relatively small.  
If you do have to use credit cards to fund your new business, 
make sure you are paying more than the minimum monthly 
payment.  You want to get any credit card debt paid off as 
quickly as possible.  

It is important to remember, when trying to obtain any type 
of business financing, to ask for all the money you will need 
in the beginning.  As hard as it might seem to ask for an extra 
$100,000, it is much better to borrow too much money for your 
business than not enough.  If the money is not needed it can 
simply be paid back, but not borrowing enough and having to 
apply for another loan may be impossible.
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Summary
The best advice I can give you regarding this step is to 

consult with a professional before entering into any type of 
loan or financing agreement.  You do not want to make this 
decision yourself.  You should also make sure you sleep on any 
financing decision you plan to make, before making it.  This will 
help remove you from the emotion of the moment and allow you 
to more clearly analyze if the decision is right for you.  You can 
avoid very costly mistakes by entering into debt with caution.  
Remember, advisory boards and business coaches can be very 
valuable in helping you analyze financing options.

Go meet with potential lenders to get the money you need for 
your business.  (Make copies of any loan agreements you have and 
include them in the Loan Documents section of your binder or electronic 
folder.)

What type of loan do you believe will work best for your business?

What type of lenders will you talk to in order to get this money?

How much money do you need to borrow for your business?
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I spent most of my life as a certified public accountant very 
frustrated because while I was very good at helping businesses 
cut their costs and manage their day-to-day operations, I was 
not good at helping businesses generate additional revenue.  
Over the last few years this has all changed as I have been 
able to create a marketing division in my firm.  By having expert 
marketing people right in my office, I have had plenty of time for 
these individuals to teach me how I can better improve in this 
aspect of my business.  I will share with you a few of their ideas.  

Establish a Marketing Budget
You need to establish a budget for marketing and make sure 

you stay within it.  Most marketing for your business will be 
sold to you by sales people.  It is easy to get caught up in the 
moment and to think you need to spend more on marketing than 
you actually do.  Establish a budget you feel comfortable with 
and then stick to it until you can assess whether it is working or 
not.  Once you have made this determination, you can look into 
making changes to your budget and analyzing how spending 
more or less money will affect your business.

Chapter 5

Marketing Your Business
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What is your marketing budget for your business?

Establish a Marketing Plan
Once you have come up with a marketing budget, you need 

a marketing plan to lay out how you will spend the money you 
have set aside to promote your business.  This plan needs to 
include a uniform message, a description of who your target 
customer is, what area of the population you expect to reach, 
and how frequently you will connect with potential customers.  

You can save yourself thousands of dollars and a lot of wasted 
time if you will take time to establish a good marketing plan.  By 
doing this, you will be able to market your products or services 
more effectively to your perfect customer.  Unfortunately, most 
business owners try the shotgun approach to marketing when 
they should be using a single shot BB-gun.  A single BB is far less 
expensive per shot than a shotgun shell and can be every bit as 
effective if used correctly.  You should have already completed 
the majority of your marketing plan when you prepared your 
business plan. 

If you did not include a detailed marketing plan in your 
business plan, complete this task now.  You can use this 
section to summarize your thoughts. 
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You are the Key
You are the key to success in marketing your business.  

Set aside time each week to focus on marketing.  You should 
always be a walking billboard for your business. Be ready to 
share your 30 second summary of what your business does to 
anyone at anytime.  

I offer a presentation where I teach the principles taught in this 
guide to large groups.  On one occasion, I had just finished a 
presentation at our local Chamber of Commerce, when a lady 
approached me.  She said, “I really enjoyed your presentation, 
but I want you to know that you are wrong on one point.  You 
are not the best marketer for your business, I am.”  Trying to 
be nice and not wanting to cause a confrontation, I politely 
acknowledged her comment, but knew that I disagreed with 
her.  Her skills are important to my business, and for another 
business she might be right, but I will always be able to bring 
more clients into my business than she will.  She will never be 
as passionate about my business as I am, nor will she ever 
know as much about my business as I do.  Therefore, she will 
never be as effective as I am when I sell my services to potential 
customers.  

If you feel uncomfortable marketing your new business, then 
you need to hire someone, like the lady I met at the chamber 
meeting, to help you.  Notice I said “help you”.  I did not say 
“to do all of the marketing for you.”  It is important you stay 
involved in the marketing plan of your business.  By staying 
involved in your marketing, you will be able to prevent costly 
mistakes, which are often made when the owner is not paying 
attention to the marketing team like he should.    
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Types of Advertising
It is important you understand some of the more popular 

types of advertising that exist on the market, and how each 
one of them works.  This information will help you make better 
decisions about what you do with your own marketing dollars.  

Radio – There are two ways radio can be effective for 
your business.  First, if you are trying to get people in your 
business immediately, you can create a “call to action” radio 
advertisement.  This is where you create an ad which will get 
your target customer into your business immediately.  It may 
be a special sale you are having or a gift the customer can get 
if they buy from you, but there should be something in the ad 
making it urgent for the customer to come and see you.

Second, radio is a good place to brand your business 
because it reaches so many people.  There was a period of time 
in my life when I did a lot of radio advertising and I was amazed 
at how well it branded me.  It seemed like everywhere I went if 
my name was mentioned, people would say, “You are the guy 
on the radio.”

The biggest drawback to radio advertising is it is expensive.  
The reason for this is because you are advertising to thousands 
of people.  For most business owners, the main problem with 
this type of advertising is that very few of these people are 
actually in your target market.  Therefore, make sure to look 
at the demographics of the radio station before you commit 
to advertise.  This will help you determine if you will get your 
business exposed to enough target customers to make it worth 
the money you will be spending.    
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Television – For the right business this type of advertising 
can be very effective, but unfortunately for most small business 
owners it is too expensive.  To have an effective television 
advertising campaign you are going to need to spend at least 
$5,000 a month and possibly much more than this. This amount 
is for the TV station only.  It does not include the cost of creating 
the commercial, which can be very expensive since you want 
to make sure your commercial is professionally done and 
portrays your business in a positive light. Television advertising 
is like radio advertising in that it often doesn’t reach your target 
market.  In fact, if I were to do television advertising in Utah 
where I live, 90% of the people who would see my ad would not 
be considered part of my target market.  

Print – This advertising media is not as effective as it used 
to be for most businesses, because so many of us are going 
online to do our shopping and to get our information.  But it also 
is not an industry that has completely gone away.  Therefore, 
depending on what business you are in, you might still find 
print advertising an effective way to market your goods and 
services.  Print advertising includes phone books, newspapers, 
magazines, trade journals, flyers, coupon books, and direct mail 
pieces.  If you are going to use any of this type of advertising for 
your business, the best thing you can do is make sure your ad 
is going to reach your target audience.  Most print advertising 
companies have statistics on their demographics.  This will give 
you an idea if you are marketing in the right place or not.  

Networking – This is a great way to get out and meet people 
in your local market.  Networking can be intimidating to many 
business owners because it requires them to speak in front of 
other people, but networking can also be a great place for you 
to get the word out about what you do.  Most business owners 
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are more likely to do business with someone they feel they have 
a connection with than a business they know nothing about.  I 
recommend you join at least one networking group and go to 
their meetings regularly.  You should not attend these meetings 
just thinking about how the other people who are there can help 
your business, but also how you can help theirs.

Website – If you do not have a website, you need to get one 
NOW.  In today’s market, if you do not have a website you are 
not looked at as a serious business.  This is where most of your 
potential customers want to go to learn about your goods and 
services.  Your website should be clean and organized so it is 
easy for potential customers to navigate through the information 
you are sharing with them.  If your business sells products 
that can be sold over the internet, you should make sure your 
website has an e-commerce piece to allow your customers to 
buy from you online.  

SEO – Search engine optimization has become a huge thing 
for many business owners.  This is when you hire someone to get 
your business ranking for certain key words on one of the first 
pages of various search engines like Google or Bing.  Usually 
the higher the company can get your business ranking,  the 
more likely you will be to get customers who are looking to buy.  
There are a lot of companies out there who offer this service, 
but very few of them will promise what the end result will be.  
Therefore, it is important you deal with a reputable company

Pay Per Click – If you know what you are doing and have the 
right product or service, pay per click advertising can be a great 
benefit for your business.  This is where you pay money to have 
your business ad placed at the top of a search engine page.  
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You then pay an amount to the search engine company each 
time someone clicks on your advertisement.   Because you are 
paying per click, you want to make sure you set a budget.  You 
do not want one of your competitors spending the day clicking 
your ad.

Social Media – If you want to be on the cutting edge of 
marketing in your business, this is where you need to be.  The 
opportunity to reach potential customers and to help them feel 
like they really know your business is amazing through this 
type of advertising.  Social media includes marketing through 
companies such as Facebook, Twitter, and LinkedIn.  This type 
of marketing can eat up a lot of time, so make sure you have a 
plan in place and understand what you are going to do before 
you set out to market your business in this way.  

 
YouTube – If you are a creative person this might be the best 

place for you to advertise your business. Not only does YouTube 
have the potential to reach millions of customers, it is also free.  
YouTube is set up to allow you to upload videos which can then 
be watched by millions of people all over the world.  There are 
a number of stories out there of how one YouTube video made 
a business.  

Basic Concepts
There are a few remaining concepts you need to make sure 

you understand as you prepare to market your business.  
First, never create a piece of marketing material if it does 
not look professional.  Trying to save money by creating less 
than appealing brochures, business cards, and flyers is a big 
mistake.  Second, your marketing efforts cannot be focused 
in just one area.  You need to spread your marketing efforts 
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around.  You could try some social media, internet, print, and 
radio advertising, just to name a few.  Third, always remember 
every business is not going to benefit from the same marketing 
methods.  For a local CPA firm, word of mouth is a great way 
to market, because it is very effective and it is free.  If you are 
a national distributor, word of mouth probably will not cut it for 
you.  A national distributor needs to grow too fast and word of 
mouth advertising cannot grow the business fast enough.  

Summary
The key to effective marketing is staying consistent.  

Marketing is not a natural skill for most business owners.  As a 
result, business owners seem to do very well with marketing for 
a month or so and then their efforts start to drop off.  If you find 
this is happening to you in your business, make sure you bring it 
up in your advisory board meetings or with your business coach 
so you can work together to come up with a solution to follow 
through with your marketing plan.

Do all of the marketing materials you have produced so far 
look professional?  If not, what are you going to do to change 
this?
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The principle behind this step is you should always pay 
yourself first.  For many businesses this can become a big 
problem.  Many business owners get so excited to get their 
idea off the ground they forget to calculate the importance 
of paying themselves back for their original investment, plus 
interest and a wage for their time.   I will admit, this is one of 
my weaknesses.  There have been many times in my life where 
I have invested in a business and have not focused on getting 
the return on my investment that I needed.  As a result, my 
wife has always called these ventures a “hobby”.  At first I was 
offended.  However, the more I thought about what she was 
saying the more I realized that she was right.  You cannot call 
your venture a business if it is not creating sufficient income to 
allow you to follow this step. 

How do you make sure there is going to be enough money in 
the business to pay yourself?  You must create a budget from 
day one.  You need to figure out how much money you are 
projected to earn, and how much money you expect to spend.  
If in this calculation there is not enough money to pay you for 
your time, money, and services, I suggest that you reassess 
whether or not this is a legitimate business opportunity.  I realize 
all businesses are not going to be profitable from day one, but 
you better have a plan to make your business profitable sooner 
than later.  

Create a Budget
You should have completed your budget in Chapter 3 when 

you created your business plan.  However, I did not talk about 
budgets in that chapter, so I will cover the key principles now.

Chapter 6

Paying You and Your Family
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Because a budget is part of a business plan, you need to 
make sure you have it reviewed by a third party who understands 
your business.  I am glad most entrepreneurs are very optimistic 
about their business, however, a real problem can be created if 
you are not realistic with your budget.  In reviewing budgets for 
clients I have found that almost all clients overstate their income 
and understate their expenses.

A good way to keep from overstating your income is to do in-
depth market research and to make sure you are realistic about 
how much work you can do and what you will be paid for it.  I 
have had a number of business owners come into my office 
and present me with a budget that stated they were going to 
make a certain amount of money.  When I asked how they came 
up with this number, most would say they backed into it.  The 
client had entered the amount of income they needed to cover 
their monthly expenses.  Most of these clients then told me not 
to worry; they were committed to their business and would do 
whatever it took to make the revenue showing on their budget.  

I appreciated their optimism.  The real problem, however, 
was when I reviewed the details of their budget.  During this 
process, I would come to the conclusion there were not enough 
hours in the day for the business to make the money showing 
on their budget without incurring additional expenses.  As a 
result of this reality, their current budget became useless.  

When you are analyzing your expenses for your budget, I 
suggest you be conservative.  This means if you are questioning 
what amount to use, use a higher number.  You want to make 
sure there is an extra cushion in this part of your budget.  There 
always seem to be expenses you are not aware of that you 
will be required to spend money on.  Whether it is a piece of 
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equipment that breaks down or just the fact that you left an 
expense out of your budget, it always happens.  

When setting down with a third party to review your budget, 
make sure you have available the calculations you used to 
create the numbers on your budget.  You may also want to have 
a narrative available that will explain your reasoning behind why 
each number is being included on your budget.  This will allow 
the third party to have the information they need to rationally 
go through and make sure the numbers appear reasonable for 
your business.  The reviewer can then ask you questions as 
needed.

Value Your Time

I already explained the detail behind this principle in Chapter 
1; therefore, I will only touch briefly on it here.  You never want 
to get into a situation where you are undervaluing your time.  
You need to remember all of the great things you have done 
and will continue to do for your business, and that there is 
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a price for this.  You may need some coaching from a third 
party to determine the true value of your time and what you 
should be getting paid.  This amount will vary depending on the 
profitability of your company, the industry you are in, and the 
involvement you have with your company.

In most of the businesses I own, the main role I play is as 
the accountant.  As a result, much of my time is charged to the 
company by the hour, rather than on a monthly basis.  If you 
find yourself in this position, you should be charging your time 
to the company at the fair market value for the services you are 
providing.

Do Not Become Content
If you are running your business on a part time basis and 

have another job that pays all of your monthly bills, be careful.  I 
have found most business owners that meet this criterion fail in 
their new business.  The reason is the business owner becomes 
content with the money they make from their day job and does 
not expect as much out of their new business as they should.  

What do you plan to pay yourself each month?  If your 
current salary is not as high as you want it to be, what are 
your plans for increasing this amount over time?

When things get tough in a business, the part-time business 
owner usually does not have the stamina or motivation to push 
through.  The security of his day job, wins out over the hard 
work required by his new venture.  If you are in this situation, I 
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am not saying you need to quit your day job and risk it all with 
your business.  What I am saying is use an outside party, such 
as an advisory board or a business coach, to help keep you 
motivated and committed in all aspects of your business.  You 
will then have a better chance of it succeeding and not just 
having your business turn into a hobby.

If you are only planning on working your business on a part-
time basis, what are your plans to do to stay motivated?

The Benefits of an S Corporation
If you are actively involved in an operating business and you 

are currently being taxed as a sole proprietor, C Corporation, 
or a partnership you are going to pay double tax on all of your 
earnings.  Therefore, when it comes to saving money on taxes 
for the owner of a business, an S Corporation is currently the 
best way to go.  This is because you are able to take part of 
the company profits as distributions.  Distributions are not 
currently subject to a double tax.  The only tax you pay on 
your distributions is income tax.  You do not have to pay Social 
Security and Medicare taxes on distributions.  With current 
payroll tax rates being around 15%, this can be a huge savings 
to you and your company.  

When calculating how much of the profits you should take as 
wages vs. distributions out of an S Corporation, I suggest you 
use the following guidelines:
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 1. You should be paying yourself what you would normally 
pay someone else to do the job you are doing.  This 
can be all over the board, and is governed by a lot 
of different factors.  If you are struggling to come up 
with what this amount should be, a safe harbor is to 
pay yourself half of the net profits of the company as 
wages and half as distributions.

2.  Your wage should be sufficient that when you include 
any outside income you earn, your basic monthly living 
expenses are covered.  

3.  You cannot just take distributions without taking 
wages.  The IRS has declared this is one of the main 
areas red flagged for audit.  If you do find yourself in 
an audit because you only paid distributions, you need 
to realize the IRS will try to make you report all of the 
income you took from the S Corporation as wages.  
This may end up being over double the amount that 
would have been wages if you had paid yourself the 
right way from the start.

If you are an S Corporation, what do you plan to pay yourself 
as a distribution?

 

Paying Family Members
Make sure you are compensating family members for the time 

they put into your business.  This problem is more prevalent in 
most small businesses than the owner not getting paid for his 
time.  Often, the spouse of the business owner is working for 
free.  The rules governing this concept are the same as those 
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Paying Your Children

There can be some great tax savings when it comes to 
paying your children for services they provide to your business.  
In order to qualify for these benefits, two things must happen.  
First, your child must actually work in your business.  Second, 
your child must be paid at a rate you would pay any other 
employee providing the same services to your business.  

listed earlier regarding paying the owner.  If there is not a long-
term viability that the business can cover the cost of paying 
family members who work in the business then you need to 
reassess whether what you own is a business or a hobby. 

If you have any family members who are working for your 
business, what are you paying them?  If any of your family 
members are not being paid what they should, what is your 
plan to change this?
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The key to this principle is making sure the process for paying 
your children is set up right from the beginning.  Part of this 
process may require you to establish a separate entity just for 
paying your children.  You save money by paying your children 
if they are paid out of a sole proprietorship and certain single 
member LLC’s, and are under age 18. The laws governing a 
sole proprietor and certain single member LLC’s allow you to 
avoid paying Social Security and Medicare taxes on any wages 
that are paid to your children.   Due to the current payroll tax 
rates, this one strategy alone could end up saving you around 
15%.

In addition to saving Social Security and Medicare taxes, your 
child will be granted the standard deduction when he files his 
own return, which will end up saving the family some income 
tax.  If your child earns enough money to require him to pay tax, 
his tax rate will generally be less than yours.  Thereby, granting 
you some additional tax savings as well.  

There are other benefits you will realize from having your child 
work in your business.  Working teaches children responsibility, 
the value of hard work, and helps prepare them for the future.  
It also allows your child to earn his or her own money so he 
can fund retirement and education accounts, allowing him the 
opportunity of being self reliant.  I had a client for whom this 
worked very well.

About ten years ago, I had a new client come to have me 
prepare his taxes.  He had just turned thirty and had quite a bit 
of taxable income from investments and he needed to know 
how to handle them on his current tax return.  In looking at his 
documents, I soon realized he was a millionaire.  He had worked 
for his grandfather when he was a child and his grandfather 
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If you have children under age 18 working in your business, 
are you taking advantage of the tax benefits the government 
offers you?  

had invested a portion of the money he had earned. Due to the 
nature of the investment, and the time value of money, this small 
investment had grown into over a million dollars in less than 30 
years.  

If you have children who work in your business, or who 
could work in your business, you should spend time with a 
professional talking about how this one strategy can save your 
family thousands of dollars and help prepare your children for 
the future.  

Summary
When it comes to paying you and your family out of your 

business, make sure you are being fair with yourself and your 
family members.  You have sacrificed a lot to be a business 
owner and your sacrifice needs to be rewarded.  I have had 
clients whose employees have tried to make them feel bad 
because of the amount of money they were taking out of their 
business.  As long as pulling money out of your business is 
not going to financially hurt the future of the business, there is 
nothing wrong with paying yourself extra.  You took a risk and 
now it is paying off.  If your employees are jealous, tell them to 
go take their own risk.  If they work hard and are lucky, maybe it 
will pay off for them as well.  
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We have all heard the saying, “Cash is King”. There is a 
reason people use this phrase so much; it is because it is true.  
You need to manage your cash like you would any other asset 
in your business.  You need to do everything you can to make 
it work for you. 

Pick the Right Banker
Managing your cash begins with making sure you have the 

appropriate banker for your business.  Do not be afraid to get 
referrals for bankers in your area and then interview a number 
of them before you make a decision.  A good banker is a key 
professional in creating and maintaining a successful business.  
A good banker’s guidance will allow you to get the maximum 
return on the money your business has, as well as help you find 
additional money when you need it.  

Banks have several options for business owners.  Make 
sure your banker is educating you about these options, which 
will allow your business to take advantage of every option the 

Chapter 7

Banking and Cash Management
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bank has available to you.  Your banker should also help you 
understand the fees the bank charges and how you can reduce 
these fees.  You will know you have a good banker when you 
realize he is looking out for your best interests, not just his own.    

I have dealt with the same banker for most of the last fifteen 
years and I cannot say enough about what she has done to help 
me and my various businesses.  She has always been there to 
go to bat for me as I have expanded and needed additional 
financing.  There was a time when I had a business that was not 
as profitable as I had hoped it would be.  As a result, I could not 
pay off my credit line, from the profits of the business, in the time 
frame that was expected.  My banker was able to get the credit 
line extended until I had the cash needed in the business to pay 
the line off.  She then structured an agreement that allowed me 
to have the cash I needed for current operations with a payment 
schedule that matched the business’s future earnings.   

 
If you already have a banker you work with, meet with him 

or her and review the services the bank offers.  This will help 
ensure you are taking advantage of the products and services 

If you do not already have a good banker for your business, take 
time to interview three or four different ones.  Once you have 
done this, pick the banker you want to work with.  Write their 
contact information below: (Include a copy of all your bank documents 
in the Bank Documents section of your binder or electronic folder.)
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the bank has available for small business owners.  Many times 
your banker will have products and services you are not aware 
of, which can be very beneficial to your business.  

Use Online Services
A great way to keep track of what is going on real time with 

your bank account is to use the online services provided by 
your bank.  I have used this method of banking for years and 
have found it to be a great way to make sure I am staying on 
top of what is happening in my account.  Online banking allows 
you to access your bank statements sooner, thereby allowing 
you to reconcile your account sooner, resulting in more timely 
financial statements.  You are also better able to review your 
account more often.  During these reviews you will be able to 
see how transactions are clearing your account.  An added 
bonus is being able to review the account to make sure there 
are no errors.  

Remote Deposit
If your business expects to receives a lot of checks, using 

remote deposit is a great time saver and good way to help 
manage your cash flow.  How does remote deposit work?  The 
bank gives you a scanning machine, much like a credit card 
machine, which you use to scan all of the checks you receive.  
The scanned images are then sent to the bank electronically 
and used as the support for your deposit.  You never actually 
have to take the original checks to a bank branch, thus allowing 
you to get the deposit into your bank account faster.  

Remote deposit works for any business.  It is more of a 
benefit, though, if your business is in a rural area, or you prefer 
banking with a bank that does not have a physical location in 
your area.
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Online Bill Pay
Online bill pay saves time and postage.  Online bill pay allows 

you to pay your bills without going to the trouble of printing and 
mailing checks each month.  Most checks that you write each 
month go to the same companies.  Online bill pay keeps the 
general information required on a check for each payment and 
then you enter the new amount each month.  Once this is done, 
the bank takes care of the rest.  If you use QuickBooks, there is 
an integration feature that will allow you to download your bank 
activity directly into your QuickBooks, once again saving you 
time and money.

Get a Safe
Every business owner needs a safe.  A safe gives you a secure 

place to keep any cash or valuables owned by the business, 
as well as a place to keep important business documents.   
These are all items you want to keep secure and make sure 
you protect.  As with most of your valuables, many of your 
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business documents are irreplaceable.  That is why you also 
need to make a copy of all your important business documents 
and keep them at a separate location.   This will help protect 
you in case of a fire or any other casualty that may occur at your 
place of business.  

Credit Card Processing
If you process credit cards in your  business, it is very important 

you align your business with the correct processing company.  
I met with a client not too long ago who had signed up for 
merchant services with one of the large box stores.  He was 
sure they were giving him a fair processing rate, because their 
business model is based on very low margins.  Somehow, their 
business model did not convey over to the credit card processing 
division.  He was paying almost double what a normal business 
would pay.  As a result, he was losing thousands of dollars in 
excess fees he should not have been paying in the first place.  

Be aware that credit card processing is an expense you 
should shop for before you enter into any type of contract.  You 
need to compare processing rates (usually anywhere from 1.5 
to 3.0% of the total sale), as well as monthly service fees.  In 
addition, learn what the processing company must do to raise 
your rates.  Many companies give you a low introductory rate, 
to appear competitive, and then increase the rate a few months 
into the contract when you stop looking at your statement.  

One of the key factors in determining the rate you will be 
charged for processing credit cards is how you process 
transactions at the point of sale.  You need to be familiar with 
how your merchant service provider charges for each type of 
transaction.  You can save yourself thousands of dollars by 
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making sure your employees get the right information from the 
customer to process cards at the least expensive rate.  

The lowest rate provided by most processing companies is 
when you actually swipe the card at your place of business.  
This is because you will normally get a signature and look at a 
photo ID of the customer, thereby creating more of a chance the 
transaction is legitimate, with less risk of a chargeback.  

Knowing how you are charged when you process a card as 
a debt vs. credit card is also very important when trying to save 
processing fees.  When you process a card as a debit card, 
you are usually only charged a set fee, instead of a percentage.  
This fee is generally very low, but you will see in the following 
example how it can make a big difference in your business.

Imagine you own a convenience store.  A customer comes 
in and wants to buy $50.00 of gas.  He gives you the option to 
run his card as a debit or credit card.  Assume the processing 
company you use charges you 2% for credit card processing 
and $.30 for debit card processing.  If you process the card for 
the gas purchase as a credit card, it will cost you $1.00.  If you 
process the transaction as a debit card it will only cost you $.30.  
You can see how even over one month, $.70 per transaction can 
make a big difference.

Now assume your customer is only buying something like a 
soda that retails for $1.00.  If you process this transaction as 
a credit card, the transaction is only going to cost you $.02.  If 
you process this transaction as a debit card it will cost you $.30.  
Depending on your margins, this $.30 may be more than you are 
actually making on the soda.  
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By training your employees and making sure they understand 
how you are charged for processing fees, you can save yourself 
hundreds of dollars each month and who couldn’t use a few 
hundred extra dollars?

Method of Accounting
This is an area of cash management many people do not 

even think about.  The principle is to make sure you pick the 
right method of accounting you will use for keeping your books 
and records.  There are a lot of rules that govern which method 
of accounting a business can use, but the one most business 
owners are concerned about is which one can be used for tax 
purposes.  You need to consult with a tax advisor to make sure 
you have the method that legally works for your business.   

For most businesses the method of accounting you will use for 
tax purposes is determined by the industry you are in.  The two 
main methods used by most businesses are cash and accrual.  
The cash method of accounting is just what it says.  You are 
accounting for all of the cash you have received as revenue or 
have paid towards expenses.  This method of accounting is the 
method recommended for most businesses.  This is because 
it is the easiest to use and it requires that your business pay 
income tax only on the money it has actually received.

The accrual method of accounting is where you actually 
record the income your business has earned but not yet 
received (accounts receivable) and record expenses you have 
incurred, but not yet had to pay (accounts payable and accrued 
expenses).  This method of accounting is usually required if you 
maintain inventory, although there are some exceptions.  The 
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biggest trap when using the accrual method of accounting is 
your accounts receivable.  

Let us assume you have a business which billed customers 
for $100,000 worth of work that was done at the end of the year, 
but your customer did not pay the invoice prior to December 
31st.  Let us also assume your tax rate is 20%.  Under the cash 
method of accounting, the IRS would not require you to pay 
tax on any of this money you have earned but not yet received.  
Under the accrual method of accounting, you are going to be 
required to give the IRS $20,000.  If you are a small business 
that is barely covering your expenses, this could be enough 
money to put you out of business.  The IRS assumes if you 
are using the accrual method of accounting, that once you 
have completed and billed a project, you have every right to be 
paid for it.  Therefore, if you elect to get paid over time on your 
outstanding invoices this is your fault, not theirs.  

But there is a bigger problem here. Let us assume the 
following tax year your customer goes out of business and does 
not pay you at all.  You now have to wait until you file the next 
year’s taxes to even try to get your money back from the IRS.  
This is not a situation you want to find yourself in.  You may not 
even be able to get the money back dollar-for-dollar when you 
file for a refund.

Time How You Pay Expenses
Timing how you pay your expenses can be tricky for a 

business.  Often a business owner does not have any idea how 
much money he is going to bring in on a given day.  Therefore, 
you want to make sure you keep a reserve for expenses and 
that you do not pay all your expenses at once if cash flow 
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is an issue.  You need to learn to prioritize your expenses in 
accordance with their importance to your business.  

I own a business which I bought just before it went bankrupt.  
As a result, the business was underfunded in the beginning.  
During this time, if I had not followed this principle,it could 
have had dire consequences to my business.  I had three main 
customers and at any given time they would pay me between 
$20,000 and $30,000.  I had plenty of bills this money could 
always be used for, but I knew I had to manage it wisely.  I had 
to make sure I always had enough money set aside for payroll 
and for the other expenses that, if not paid on time, could cause 
me to have to shut my business down.  I was very careful which 
expenses were paid when.  If I had payroll due and owed a 
vendor who I knew would still give me product, even if I had 
to make them wait a week longer to get paid I would use the 
money for payroll.  If I had not handled this situation right and 
had used all the money to pay the vendor, I would have been 
in trouble.

You need to understand, the above principle works both 
ways.  Assume you are the vendor instead of the customer.  
If you do not have firm payment terms, and you are working 
with a business having cash flow problems, you are going to 
be one of the last people to get paid.  This is why in Chapter 9 
I recommend that you establish contracts, include interest, and 
be persistent in collecting all of your outstanding receivables.  
You will find that by doing this, most vendors will not delay 
paying you; but if for some reason they do delay, you are at 
least earning money on your money.  

What method of accounting do you use for your business?
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Summary
If you can master cash management, you will find you will 

be able to get out of most financial situations in which your 
business might find itself.  This is a skill with which even most 
professionals struggle.  It is definitely an art and there is a 
learning process to managing money effectively.  Do not be 
afraid to rely on professionals to help you with this step.
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Your books and records are the only thing you have that will 
give you a true financial picture of your business.  You need 
accurate books for your own management use, for filing your 
tax returns, and if you need to look for financing.  The easiest 
way to keep your books up to date is to use an accounting 
software package.  I recommend most business owners use 
QuickBooks or Xero.  For the price and functionality, it is hard 
to find better options.  

If you have to buy an industry specific accounting program, 
make sure you are aware of how the program works before you 
buy it.  Most industry specific programs are very complex and 
require a trained accountant to operate.  If you are uncertain on 
what software program to pick, do not be afraid to reach out 
for help.  Most accounting firms can guide you when picking 
accounting software packages for your business.  

Since most of you reading this guide went into business 
because you had an idea and not because you were good 
accountants, you will probably need to hire someone to help 
you in this area.  If you decide to hire a third party to handle your 
books, most times hiring a bookkeeper is sufficient to keep 
up with your day-to-day operations.  You can then hire a CPA 
(Certified Public Accountant) to review the bookkeeper’s work, 
provide you with tax consulting, and prepare income tax returns 
and financial statements at the year’s end.

Chapter 8

Accounting & Expense Management

List below the accounting software you chose to use for your 
business:
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If you have not done so already, you need to establish a 
relationship with a CPA firm.  Interview firms until you feel 
confident you have the right one for your business.  

If you are not going to keep your own books, it is now time to 
hire a bookkeeper to help you. 

Separate Personal from Business
As a business owner, it can be difficult to remember that you 

must keep personal money separate from business money.  I 
always see small business owners co-mingling their funds.  
Not only does co-mingling your funds create a huge legal risk 
to you personally, but it can also create a large tax liability as 
well.  You need to make sure the income and expenses which 
belong to the business stay in the business.  You also need to 
make sure the income and expenses which are personal stay 
personal.  A good way to make this happen, is to have two 
separate credit cards.  Use one credit card to pay for anything 
business related and the other credit card to pay for personal 
items.  You also need both a personal and business checking 
account.  You cannot try to run your business out of the same 
checking account you use for your personal life.

If the item you are paying for is both business and personal, 
say a cellular phone, I suggest you pay for this expense through 
the business.  By doing this, your accountant will be more likely 
to know the expense exists and can help you in allocating the 
portion that is not tax deductible to the business.  
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Chart of Accounts
Good accounting starts with a good chart of accounts.  A 

good chart of accounts is designed to give you enough detail 
to be able to understand what is going on financially in your 
business, but not so much detail that you get bogged down.  
Once you have prepared a chart of accounts, you will want to 
keep a copy of the chart available when you are posting your 
accounting.  This way you can have consistency in where you 
code your income and expenses.  A good chart of accounts has 
the following categories:

Assets – Assets include your cash in banks, accounts 
receivable, fixed assets, investments, and refundable deposits.

Liabilities – Liabilities include accounts payable, accrued 
liabilities, and debt that your business has.

Equity – The equity section includes accounts which affect 
the owner of the company such as owner draws, capital stock, 
and retained earnings.

Income – The income section includes all of the income 
categories your business uses to recognize ordinary income of 
the business.

Cost of goods sold – The cost of goods sold section is only 
used by businesses that sell a product.  This section includes the 
direct costs of the products you are selling such as purchases, 
direct labor, and other direct costs.

General and administrative expenses – The general and 
administrative expense section is where you report the majority 
of the expenses for your business, such as bank charges, 
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professional fees, office supplies, telephone, travel, utilities, 
wages, etc.

Other income and expense – This section includes accounts 
for items that are not ordinary.  It might include accounts like 
interest income, other income, gain/loss on sale of assets, etc.

If you use QuickBooks to record your accounting, the program 
will give you sample industry specific charts of accounts to help 
you get started.  If you do not use QuickBooks, you can go 
online and search “chart of accounts” to help you find one that 
will work for you and your business, or you can talk with your 
accountant or bookkeeper.

Financial Statements
You need to review your financial statements on a monthly 

basis.  You can learn a lot about your business by analyzing the 
financial statements.  I use my financial statements as a guide 
to make most of my business decisions.   

You may be asking, what are the financial statements I should 
be reviewing?  The most important financial statements for you 
to review are your balance sheet, income statement (profit and 
loss), and statement of cash flows.  Each one of these reports 
will show you key factors to help you better manage your 
business.  

The balance sheet is going to show you what assets your 
business owns and what liabilities your business owes.  The 
balance sheet is also going to allow you to calculate certain 
ratios which will help you assess the stability of your business.  
Some of the key factors you can learn about your business by 
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using your balance sheet are the liquidity of your company and 
your company’s debt to equity ratio.  

The income statement includes the income and expenses of 
your business.  By reviewing this statement you are going to 
be able to see what your net income is, what expenses you are 
incurring on a monthly basis, and how much revenue you are 
billing each month.  There are also some key ratios here you will 
want to look at.  It is very important to be aware of things such 
as your profit margin and labor costs as a percentage of total 
revenue.

The statement of cash flows, in my mind, is the most important 
financial document you have - yet it is the least looked at.  If you 
are a new company, or if your business is struggling to cover 
its costs, this statement will be critical in helping you know how 
much cash your business brought in and how much cash your 
business actually spent.  The statement of cash flows removes 
all of the noncash expenses, such as depreciation, and adds all 
of the non-deductible items, like loan payments, to show you a 
true cash inflow and outflow for your business. 

If you find you need help better understanding how to read 
your financial statements, I suggest you meet with a CPA.  
They are trained to help you better understand this part of your 
business.  

If you are doing your own accounting, it is now time to create 
a chart of accounts for your business. (Make a copy of your chart 
of accounts and include it in the Accounting Documents   section of your 
binder or electronic folder.)
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I recently met with a new client.  He had been successful 
for so long he had not looked at his financials for years. And to 
his own admittance, he did not understand his financials when 
he had first looked at them while starting his business.  He 
came to me because he woke up one day and realized he had 
way more debt than he had cash available to pay.  He could 
not understand what had happened.  How had his successful 
business immediately turned on him?

What this client did not realize was there was nothing 
immediate about what had happened to his business.  Had 
he been looking at his financial statements monthly, he would 
have seen signs his company was starting to have problems 
well over a year before this meeting.  Then he would have 
had plenty of time to make the necessary corrections before 
it became a crisis.  Unfortunately, he waited too long and it 
became a life or death situation for his business.  He is now at 
the mercy of his lenders and, as of the publishing of this guide, 
still does not know for sure whether he will succeed in turning 
his business around.
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Restrict Control
As you manage the financial aspects of your business, you 

also want to make sure you do not give any one person too 
much control.  You need to keep check and balance systems in 
place.  This will help increase the chances that anyone dealing 
with your books and records is staying honest.  

One of the best things you can do to restrict control of your 
money is to make sure you are the only one authorized to 
sign checks. I know this is not possible in some businesses.  
Therefore, if others have authority to sign checks for your 
business, make sure all of the business bank statements come 
directly to you.  This will allow you the opportunity to review the 
activity in each account every month.  In your review, look for 
expenses which are getting paid that should not be, and for any 
missing deposits.  

If you are using QuickBooks, do not trust that what the 
computer is saying is actually what is happening.  In my early 
days as an entrepreneur, before I was applying the steps I teach 
in this guide, I had an office manager who ended up stealing 
over $30,000 from my business.  The business was in Las 
Vegas, so you can guess where the money ended up.  I am sure 
I ended up paying more than one mortgage payment for the 
local casino operator.  

In my situation, the office manager was getting the bank 
statements and was posting all invoices.  The only access I 
had to the books and records was the QuickBooks account.  
Knowing I did not have enough detail to catch her, she began 
writing checks to herself and reporting in QuickBooks that the 
check was paid to a vendor.  I didn’t realize what she was doing 
until one day I was reviewing our profit ratios and realized our 
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product costs were higher than they should be.  I then began 
researching the problem and discovered what had happened.  

You need to keep a very close eye on those dealing with your 
money.  Money is almost impossible to get back once it goes 
missing.  Even if you discover who took it, very seldom does the 
individual have the resources to pay you back.  

Account for Everything
In keeping accurate books and records, it is important you 

account for everything.  Many of you are tempted to not report 
your cash income or to take products from your business 
without paying for them.  It is not worth it.  Not only is it illegal if 
you fail to report these items on your tax return, but if you do not 
account for everything you will have inaccurate books that will 
not allow you to see what your business is really doing.  These 
false books will make your ratios inaccurate and will make it 
very hard for you to track the direction your business is heading.  
Plus, if you ever want to sell your business, having incorrect 
books is going to reduce the value.  

Most businesses are sold on a multiple of net income.  If your 
net income is under stated because you have not been reporting 
all of your cash or you have been overstating expenses, you 
are going to find you may end up losing three to four times the 
amount you are hiding.  The reason for this is because your 
net income will be understated, so when the multiplier is used 
to value your business, the resulting number will be much less 
than it could be.

Let’s take an example. Assume you do not report $10,000 
of income in your business one year.  By doing this, your net 
income is $10,000 less than it should be.  Now let us assume 
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your net income without this $10,000 is $20,000.  You decide 
it is time to sell your company and the multiplier that is used in 
determining the value of your business is 4 times net income.  
You will multiply $20,000 x 4 and get $80,000.  If you had left 
the other $10,000 in your business your net income would be 
$30,000.  If you take $30,000, times the multiple of 4, you now 
have $120,000.  This would result in you getting $40,000 more 
than you actually ended up with.

When most businesses are sold, the buyer wants to look at 
three to five years of prior earning history.  Since most business 
owners do not know when they will sell their business, there is 
never a good time to keep incorrect books.

Manage Expenses
In almost every successful business you are going to find 

managing expenses is one of the top principles followed.   
Successful business owners realize by managing costs, they 
can be successful with a lot less revenue than those companies 
who are free spenders.  If you have limited capital, managing 
your expenses is going to be very critical.  It can cost a lot of 
money in marketing dollars to increase your revenue sufficient 
to cover unneeded costs.  

The one expense most small businesses fail to maintain is their 
labor costs.  For most business owners, firing people is one of 

What internal control policies do you have in place to help    
 limit the risk of theft?
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the hardest things they will ever do.  This is a responsibility you 
cannot ignore.  If the company cannot afford an employee, or 
the employee is not producing at the level they need to in order 
to make themselves profitable, you have to let them go.  It is not 
a personal thing.  It is the reality of how business works.  In order 
to stay in business and protect your “good” employees,you 
must remove any unneeded or “bad” employees.

You also need to make sure your employees understand that 
everything has a cost.  I cannot tell you the number of times I 
have walked into a business and found small inventory items 
on the ground or employees wasting supplies.  After walking 
through the business, I set down with the business owners and 
go through these items with them.  The business owners are 
always amazed at how much of their product is getting wasted.  
What appears to be only pennies can grow into hundreds, if not 
thousands, of dollars over time.  As a business owner, you must 
take the lead.  If your employees do not see you take this part 
of your business seriously, then how can you expect them to?

If you have someone else paying your bills, keep an eye 
on your expenses.  You will find you are probably paying for 
expenses that are unnecessary.  There are two reasons for this.  
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First, the individual writing the checks very seldom cares as 
much about reducing expenses as you do.  His paycheck is 
generally not affected, like yours is, if extra expenses are paid.  
Second, the individual writing the checks usually does not know 
as much about your business as you do.  He generally does 
not know what types of expenses he should question and what 
types of expenses he should not.  He gets a bill and pays it; 
often times assuming it is a legitimate charge without doing any 
research.

I was very surprised when I went through one of my phone 
bills lately (for a convenience store I own) and discovered 
two companies were charging me for someone “national” 
advertising I was not aware of.  Now can you tell me why a local 
convenience store needs national advertising?  I called both of 
these companies only to find out “supposedly” they had talked 
to someone at my business and had gotten approval for both 
charges.  The individual paying my bills had completely missed 
these two additional charges, which were not small amounts.  
I was able to get both of them removed, because they were 
not legitimate.  Had I not been checking my expenses on a 
consistent basis, these false charges could have gone on for 
years.  
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The last point I bring up in this section is the importance of 
assessing whether you need everything you are paying for.  I 
analyze my expenses down to my dumpster costs to make sure 
I have the right size dumpster for my business and I am not 
wasting money on something I do not need.  You should do the 
same thing.  Look at every bill you receive for your business and 
reduce costs where you can.

Do not be afraid to get help in this section.  Accounting can 
be very overwhelming if you have not done it before.  A few 
hours with a good CPA will help you better understand the 
principles taught in this section.  You will be able to learn what 
you need to do to make sure your books and records are being 
kept the way they should.

What are some things you will do in your business to help better 
manage your expenses?

Summary
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We have all heard stories of people losing an opportunity 
because they did not have a written contract.  The best way to 
stop this problem from happening in your business is to make 
sure, no matter who you are entering into an agreement with, 
that you get a written contract.  Yes, he is your friend.  Yes, 
you have known each other since high school.  That does not 
matter.  For the protection of both of you, you need to have 
signed agreements.  

Too many people think signing an agreement shows lack of 
trust.  Signing an agreement is not at all about lack of trust; it is 
all about showing you are a good communicator and you want 
to make sure both parties fully understand what the other one 
expects of them.

There are a number of agreements you will need to enter into 
as a business owner.  Because of my desire to keep this guide 
simple, I am only going to be able to touch on a few them.  The 
following are the main contracts I believe every business owner 
should be aware of.

Lease Agreements
Most businesses will enter into a lease agreement at some 

point during their existence.  There are some important things 
you need to make sure you look at if your business is entering 
into this type of an agreement. 

First, how long should the lease term be?  This is a very 
difficult question to answer, because it all depends on the type 
of business you are in.  For most start ups, your best option for 
a lease is a short term (1 year or less) with options to renew the 
lease if you so desire.  This is a good strategy because so much 

Chapter 9

Contracts & Legal Issues
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changes in every business during the first few years.  Having 
a short term lease gives you the freedom to adapt as needed.  

Second, make sure there is a section in the lease allowing you 
to sublease the property.  The ability to sublease the property 
will protect you if, for any reason, you want out of your lease.  It 
is not always easy to find a tenant to sublease to, but at least it 
is an option.  

Third, try to avoid personal guarantees.  This is not always 
possible, but the less you personally guarantee business 
agreements, the better. You want your business to be able to 
stand on its own.

Fourth, use a commercial real estate firm when looking for a 
space to lease.  Usually, these firms will not charge you for their 
service, as they are generally paid commissions by the landlord 
out of the rent you will pay on a monthly basis.  

The key to picking a good real estate firm is to find one with 
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a lot of experience and resources in the market you are looking 
into.  By taking the time to research local real estate firms and 
finding one which specializes in the types of property you are 
looking for, you will have a much better chance of getting a 
lease that meets your needs. 

Fifth, do not be afraid to negotiate.  You cannot assume that 
because the lease reads a certain way you are stuck with it.  
Most lease agreements are written by the landlord’s attorney.  
Therefore, they are very one-sided in favor of the landlord.  It is 
your responsibility to be a smart tenant and negotiate for those 
things which are important to you.  Professionals are available 
to help you in this process if you need them.  

Employee Agreements
It is important to protect you and your business with employee 

agreements.  These agreements need to be very clear and very 
detailed.  If your agreement is not clear and you end up in a legal 
battle with an employee, you are the one who is probably going 
to lose.  Why?  Because you created the document and it is your 
responsibility to make sure the agreement is clear.

There are certain items you need to make sure your employee 
agreement contains.  First, if your employees have any contact 
with your customers, then you need to include a non-solicitation 
clause.  This clause needs to be for a term of at least two years.  
If you have a minimum of two years, you will have sufficient time 
to protect your customers until you can get a new employee 
who can establish a relationship with them.  

Second, your employee agreement needs to include a 
covenant not to compete.  There are definitely disagreements 
between professionals on how effective covenants not to 
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compete are, but nonetheless your agreement needs to include 
it. Even if the covenant not to compete does not hold up in court, 
it puts the employee on notice he may have a very expensive 
legal bill trying to defend his side of the contract.

Third, your employee agreement needs to contain detailed 
information about work hours, benefits, time off, and procedures 
for the business.  The more details you have in your agreement 
the better.  These details will limit questions and uncertainties.  
If you do not know where to start on writing an employee 
agreement, I suggest you hire an attorney.  If you cannot afford 
an attorney, there are several companies on the internet that 
offer templates for industry specific employee agreements.  You 
can begin with one of these templates and then adjust it for 
your business.

Partner/Owner Agreements
If you have partners, it is important you insist there be a 

detailed Partner/Owner agreement.  This agreement is where 
I see the biggest problem when people have been friends for 
years and then decide to go into business with each other.  The 
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friends think they can trust each other completely because they 
have trusted each other for years and have not had a problem.  
As a result, the friends go into business without an agreement.  
Unfortunately, when you combine money with the stress of 
owning a business, things often change.  Plus, there are many 
outside influences which come into play when a relationship 
becomes business, that do not exist when you are just friends.  
If you have a Partner/Owner agreement, you will not have to 
worry about all of these things and you can better focus on 
the business.  This peace of mind alone will help you be more 
successful.

I recently ended a business relationship I had been in, with 
friends, for over fourteen years.  We had seen substantial growth 
in the business during this time and had all experienced great 
success as a result of our labors.  We had a partner agreement 
we had each signed which was very clear on what would 
happen if someone decided to retire from the business.  I had 
moved my family out of state and had been commuting for a 
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number of years.  As a result, I decided it was time to retire from 
the business so I could be around my family more.  

In accordance with the contract, I drafted up my resignation 
and delivered it to the other partners.  I could not believe 
what happened.  These individuals, whom I thought were my 
friends, began telling me they would only pay a third of what the 
business was worth and what our agreement said they would 
pay.  They were so adamant about their position I finally had to 
hire an attorney to represent me and enforce the agreement.  
The attorney and I ended up being successful in our efforts to 
defend the agreement, but what a disaster this could have been 
had I not had everything in writing.  

From the day we came to a resolution, and every day since, I 
have been so very grateful I took the time to have an agreement 
drafted and signed.  If I had not insisted on this agreement, I 
would have been severely taken advantage of by those whom I 
thought were my friends.  Please do not let this happen to you.  
Make sure you have a written agreement with anyone you are 
going into business with, or don’t bother going into business at 
all. 

Customer Contracts
The last type of agreement I will talk about is customer 

contracts.  If you are a service provider, or a product provider 
who offers any type of financing to your customers, you must 
have a contract.  This contract is to protect both you and your 
customers.  This contract needs to spell out exactly what your 
business is going to do for your customers.  It also needs to 
explain in detail what responsibility the customer has to your 
business.  You will have fewer problems if your customer 
contracts are detailed and very direct on what you expect.  
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I do not recommend you get into in-house financing, but if 
your business requires it, make sure you have a provision in 
your contract which allows you to charge the clients interest if 
they are late in paying you.  This incentive alone will many times 
be what it takes to get you paid over other vendors to whom 
they owe money.  In addition, make sure you are following up if 
a client gets past due.  Your persistence will help get you paid 
before the vendors who are less active in their collection efforts.  

As with any other contract, I suggest you have your customer 
contracts prepared by an attorney.   Attorneys are much more 
familiar with your state laws than you are.  If you end up preparing 
a contract that is not correct or in accordance with your state 
laws, you may end up with major problems if a lawsuit is filed.  

I currently own a business in which I have to provide in-house 
financing for many of my customers.  As a result, I have some 
customers who owe me, at any given time, over $100,000.  If 
my customers were to decide not to pay me and my contracts 
were not drafted correctly, I would be at risk of losing my whole 
business.  This is a risk you do not need to take if you have the 
right contracts.

If you are a service provider, you also need to have some type 
of contract explaining the services you are going to perform 
and what the cost will be for these services.  If you fail to spell 
out these details in your contract, customers will try to take 
advantage of you by saying you did not do all you said you 
would do.  They may also accuse you of charging them more 
than you had agreed. 
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Make a list of the agreements and contracts you believe you 
need for your business.

If you have not already established a relationship with an 
attorney, you should do so now. 

Summary
Each business is going to require different contracts and 

agreements.  You need to sit down with an attorney to review 
which contracts and agreements your business needs.  You 
then need to make sure they are all in place, before there is a 
problem.  If you cannot afford an attorney to do this work for 
you, please make sure you use template documents which have 
been prepared by an attorney and have been updated in the last 
year or two.  State laws change frequently so you want to make 
sure you have the most up-to-date information in your contracts 
and agreements.
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As a business owner, you are exposed to brand new levels 
of risk.  As a result, you need to find insurance agents who 
understand your business.  Insurance agents who properly 
understand your business will be able to help you choose the 
right insurance you need to protect all of your business assets.      

For many business owners, insurance can be one of the 
largest general expenses they have.  The reason for this is 
because there are so many different types of insurances that a 
business must buy.  Unfortunately, because of the complexity 
of each policy, most business owners do not learn what they 
should about insurance.  It is not until the business owner finally 
has to use the insurance that he discovers he is not protected.  
The insurance he thought he was buying is not what he bought 
at all, and a lot of his money ends up being wasted.  

Please do not make this mistake.  Sit down at least once a 
year with each of your insurance agents to review all of your 
insurance policies and make sure you understand how each 
policy works and what the policy is actually insuring. 

There was a convenience store in the area where I live that 
burned down as a result of a fire in the kitchen.  It had been 
a thriving business for years and had been a good source of 
income for its owners.  After the initial devastation, the owners 
contacted their insurance company to file a loss claim and 
begin the process of having the insurance company rebuild the 
store.  At least this is what they thought they were going to do.  

Through this process, the owners discovered they had not 
increased their insurance limits in years and what the business 
was insured for was not sufficient to rebuild the building.  The 

Chapter 10

Insurance & Liability Protection
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insurance company would not just pay them out the cash value 
of the policy and so the business owners were stuck in a use-
it-or-lose-it situation with the insurance company.  The owners 
either had to use the insurance proceeds to rebuild what they 
could of the building, or they had to lose this benefit.  So they 
built the shell of the building and let it sit empty for years as 
they tried to pool together enough money to finish construction. 
This never happened, and they ultimately ended up selling the 
unfinished building off to a national chain.

This tragedy would have never happened if the owners had 
been sitting down with their insurance agent on an annual basis 
and reviewing their policy.  The business owners would have 
been able to see years earlier there was not sufficient insurance 
to rebuild the building and they could have increased the policy 
limits.

In addition to having the right coverage, you want to make 
sure you are with the right insurance company.  Insurance 
companies are rated by third party rating companies to give 
consumers an idea of how stable the insurance company is.  
You want to make sure you work with a company with a high 
rating. This will give you better protection and assurance that 
the insurance company will still be there when you need them 
the most.  

As I mentioned earlier, there are many different types of 
insurance you are going to need for your business.  I will provide 
you with a basic overview of each of them.  

Establish a relationship with a good insurance agents.
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Errors and Omissions Insurance
Errors and omissions insurance is sometimes referred to as 

“professional liability insurance” or “malpractice insurance.”  
You will need this type of insurance if your business requires a 
professional license.  This insurance is set up to protect you from 
lawsuits which would result from errors when working with your 
clients.  This could include anything from giving bad advice to 
not performing a service at a level expected in your profession.

General Liability Insurance
General liability insurance is what you buy to protect you 

and your business from the legal consequences of accidents.  
General liability insurance will usually include protection against 
theft or loss of certain property.  Every business needs to carry 
liability insurance.  This insurance is one of the best ways to 
protect your business and the hard work you have put into it.  

Worker’s Compensation Insurance
Worker’s compensation insurance is insurance your business 

buys to cover your employees in case of accidents that may 
happen in the work place.  In most states, this insurance is 
required by law for the protection of the employee.  

Management of worker’s compensation varies from state 
to state, so you will want to check your local laws before 
purchasing this insurance.  In some states, there is only one 
source for obtaining this type of insurance, and in other states 
you can go to any insurance broker.  When the latter occurs, you 
are going to want to make sure you shop around so you get a 
competitive rate.
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Property and Casualty Insurance
Property and casualty insurance is just what it says it is.  

It is insurance to protect the property of your business from 
accidents or casualties that may occur.  If you own a building, 
equipment, or vehicles, you need to have property and casualty 
insurance to cover each of these assets.  The most important 
thing to consider in purchasing this insurance is to make sure 
the insurance limits are high enough to cover the total loss of 
the property if something happens. 

Disability Insurance
Disability insurance is there to protect you if you are no longer 

able to do your job.  When I started out as an accountant, I 
was very much against this type of insurance.  Initially, it was 
because I thought I was invincible. But then it became the 
belief that because I had an office job there could not be much 
that would happen to me to deem me disabled.  Then one day 
one of my friends came in, pushing very hard for me to buy a 
disability policy.  
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I could not tell him no.  I remember leaving my office believing 
that by buying this policy I was wasting money.  About a year 
later, I was in for a checkup with my doctor and found out I 
might have a disease that, as I get older, could actually make 
me disabled and take away my ability to do my job.    

It was amazing how my attitude changed.  I was so thankful 
for my friend selling me the insurance.  What made it even better 
is the policy had an option for me to purchase more insurance 
without getting rated again, which I have done several times 
since.  I now feel very comfortable my family will be protected 
if something were to happen to me that would prevent me from 
doing my job.  So now, every chance I get, I tell business owners 
my story and how important I believe disability insurance is for 
them and their families.

Life Insurance
Life insurance works much the same way as disability 

insurance.  It can seem like it is an unneeded cost until the 
day that you actually need it, then you will wish you had more 
because those you love would be much better taken care of.

There are many different types of life insurance.  Consult a 
life insurance professional to learn about each type and which 
one will best meet your needs.  Some of the most common 
types of life insurance are term, whole life, and universal life.

Umbrella Policy
Many times I watch as attorneys establish a very complex and 

hard to manage structure with several different entities to protect 
the business owner.  If you are in this situation, you might want 
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to look at getting an umbrella policy instead.  These policies are 
usually fairly inexpensive, and a lot less of a headache to deal 
with than multiple entries. The  reason an umbrella policy is so 
inexpensive is because this type of insurance only has to cover 
where your other insurance does not.  

Saving when Shopping for Insurance  
There are a number of ways to save when shopping for 

insurance.  First, if you get all of your insurance through one 
company, you can usually get multi-policy discounts.  These 
discounts can be as much as 30%, so do not underestimate 
the importance of trying to keep your insurance together.  
Second, look at your deductible amounts.  Many times you can 
increase your deductible by $500 or $1,000 and save yourself 
hundreds of dollars over the policy term.  Third, implement risk 
management policies for your business so you do not have to 
use your insurance any more than is absolutely necessary.  This 
includes establishing training classes and safety policy manuals.  
Many times you can get information on how to establish these 
classes and policies from your insurance agent.

Make a Video
A great way to protect the value of your business assets is 

to make a video of them.  You should make a video of all of 
the assets you are insuring.  Don’t be afraid to include audio 
recording with your video.  This will help you remember the 

Make sure you have all of the insurance policies you need for 
your business.  (Make a copy of each of your insurance policies and 
put them in the Insurance Documents section of your binder or electronic 
folder.)
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Make a video, including audio, of your business assets.  This 
process can be easily done with a smart phone.  (Make a video of 
your assets and keep it in a safe place.)

details behind each asset in case the asset were to be lost as a 
result of casualty or theft.  The more detail you have about the 
assets of the business the better.  It is very important for you to 
make sure a copy of this video is stored off site.  It is not going 
to do you much good if your only copy burns in a fire.  

There are some insurance companies who will provide this 
service for free and will store the video at a remote location for 
you.  

Keep a List and Receipts
Keep a list of valuables that your business owns, with notes 

about each one of them and what they are worth.  I suggest 
you also keep a copy of purchase receipts with the list.  This 
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is another way of making sure that if something happens to the 
valuables owned by your business, you will get paid what you 
deserve from the insurance company.    

Summary
As you can see, there are many different types of insurance 

policies you are going to need to buy for your business.  Therefore, 
managing your insurance needs is not something you should try 
to do alone.  Build a relationship with the insurance agents who 
can guide you in what types and amounts of insurance will best 
protect your business.

Make a list of any valuables owned by your business and keep 
a record to validate their value.  (Make a list of all valuables, with their 
values, and put a copy in the Valuables section of your binder or electronic 
folder.)
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Be Creative
Creativity is one of the most exciting aspects of business 

for me.  I consistently find myself delaying my accounting 
work because I am so caught up in the creative side of my 
business.  There are a number of ideas I have found helpful as 
I implement my creative side into the businesses with which I 
work.  Each idea is discussed below.

Try New Things
Always be willing to try new things in your business 

and look to other industries for ideas.  Many of the most 
successful business models in our country have come from 
business owners that looked to companies outside of their 
own industry.  One of the main reasons Ford Motor Company 
became such a successful car manufacturer is because the 
founder, Henry Ford, looked to other industries to improve 
the company’s processes and find ways to make a better 
product.

Make Time to Meditate
When you are alone for a long period of time in a quiet area 

with no interruptions, you will find that you can come up with 
some amazing ideas.  Make time to be alone on a monthly 
basis.  Make sure you bring a notepad and pen with you so 
you can write down any new ideas.  Use this time to think 
through all aspects of your business.  Do not forget those 
areas of your business which are going well, because you 
will find you can get ideas to make the good parts of your 
business even better.

Chapter 11

Be Creative & Trust Your Instincts
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Never Get Discouraged
You must never get discouraged with where you are in the 

creative process of your business, or where your business is 
at in general.  Everyone must start somewhere.  You only fail 
when you stop trying to move forward.  Creating a successful 
business takes time.  Your business needs an optimistic leader.  
It needs a leader who will keep applying the principles you have 
learned in this guide until you can finally get all of the pieces 
together to make your business a success.  

Embrace Change
Over the last few years, I have watched a number of 

successful businesses fail because of this one principle.  For 
some reason, many business owners think because something 
has worked for them over the last 10 years it will continue to 
work indefinitely.  This is not the world we live in.  We live in a 
world which changes rapidly. So if you are not willing to change 
the way you do business, you are going to be left behind.
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 I have a client who is in the specialty hamburger business.  
He has struggled financially since the economic downturn.  In 
my meetings with him I have given him a number of ideas to help 
him attract more customers and to get his current customers to 
spend more money, yet he has refused to listen to any of my 
ideas or make the necessary changes.  He has been in business 
for over 16 years and cannot figure out why he would need to 
do anything different than he always has.  Below are some of 
the mistakes he is making and my recommendations on how he 
can change:

• His food is expensive.  His customers do not have the 
excess money they used to have, and so many of them 
cannot afford his food.  He needs to add some lower 
priced items on his menu for these customers.  This is 
what the major hamburger chains did immediately after 
the economy started its downturn.    
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• He is no longer the only business in town that offers 
specialty hamburgers.  Four major competitors have 
come into his market since he opened and he is doing 
no advertising.  He needs to advertise more to make his 
business stand out.  He is not in the best location and 
because he is not advertising, he is losing many of his 
customers to these new businesses.  

• He has no healthy options on his menu.  Many Americans 
are looking for healthier options when they go out to eat.  
He needs to add some healthy items to his menu to serve 
these customers.  The business currently serves only very 
high-in-fat, unhealthy food.  He can leave these items 
on his menu, but he needs to provide an option for the 
customer who wants a salad or a healthier sandwich.  

• He makes most of his signs by hand.  Professional signage 
is a must for any business. He started a new promotion 
for his business, and to advertise the promotion the only 
sign he put up was a handmade poster board sign in the 
window, away from the main ordering board.  He needs 
to make professional signs and put them right in front of 
the customer.  He should have signs on the counter, his 
tables, and the ordering board.  Professionally designed 
signs for the inside of a business are not very expensive.  

The above situation is meant to let you see how simple it is 
to make positive changes in a business.  As you begin to see 
problems arise in your own business, you need to identify each 
one of them and set a plan to improve.  You cannot afford to be 
afraid of new ideas.  
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Share Your Ideas
Do not be afraid to share your ideas with others.  As a CPA, 

I have many opportunities to share what I have learned with 
other people.  You should look for opportunities to do the same 
thing.  The more you share your ideas in an effort to help others, 
the easier it is for you to come up with ideas to help yourself.  
Now this does not mean you call your competitor and share 
your trade secrets with him, but it does mean that if you see 
someone your ideas can help, do not be afraid to share them.   
Networking meetings are a great place to share.

Use Technology
Technology is changing the world we live in.  New technology 

is coming out every day that can make your business more 
efficient.  Make sure you are keeping up with how technology is 
changing your industry.  
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I currently live in the same farming community I was born 
and raised in.  As a young man, I had the opportunity to work 
on many of the local farms.  This is where I learned the work 
ethic I have today.  Unfortunately, my children will not have this 
same opportunity because most of the jobs I used to do as a 
young man are now done by automated equipment.  Why did 
this happen?  It is because new equipment, which cost less 
than employees, became available.  As a result, the farmers 
where I live realized they must use this new equipment to stay 
competitive in a global market.    

Technology is used to help keep prices down.  Look at your 
own business.  Are there tasks you plan on doing with human 
labor that a machine could do?  If so, you may find you will 
struggle to stay in line with your competition.   

You must trust yourself.  Every business owner makes 
mistakes, and you and I are no exception.  However, the majority 
of the time, if you will trust your instincts, you will be right.   If 
you ever get to a point in your life where you do not trust your 
own decisions, you are in trouble as a business owner.  You 
must immediately correct the problem or assess whether or not 
you should stay in business.  

What are some creative things you have planned to do for 
your business?

Trust Your Instincts
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I do not know what it is, but there is something inside of each 
one of us that guides us in making decisions, even when it 
seems like the decision is not the right one.  As an accountant, 
I am approached by people all the time wanting me to pitch 
their products to my clients.  About three years ago, I had a 
salesman come to my office pitching a real estate investment 
he believed would be a good fit for many of my clients.  I spent a 
fair amount of time performing due diligence on the opportunity 
and finally came to the conclusion, based upon my research, 
that he was right.  What he was selling could be a good secure 
investment for my clients who wanted to invest in a real estate 
project with a current income stream.  

The problem was, I could not get myself to tell my clients 
about this investment.  It made no sense to me.  The investment 
looked so good and everything seemed right, but for some 
reason I could not bring myself to recommend it to my clients.  
It was not until about a year later when I was looking online that 
I saw this individual was in major trouble for fraud.  I realized 
then why I could not bring myself to tell my clients about the 
investment.  My instincts were telling me something my brain 
was not.

This has happened to me many times in each of my 
businesses and it will happen to you.  Make sure you are paying 
attention to your instincts and you will find you will make far 
fewer mistakes than you will if you ignore them.  

What are you doing to improve the trust you have in yourself?
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Follow-up on Concerns
Part of trusting yourself is realizing when you have feelings 

of concern.  When you get feelings of concern, you need to 
make sure you are following up on them.  There will be times 
you will find your concerns are unwarranted and everything is 
okay.  You will also find many times when your concerns are 
very warranted and had you not taken time to address them, 
they could have been very damaging to your business.

When I was in my early twenties, I was always looking for 
new business opportunities.  I was always looking in magazines 
and newspapers for ads on businesses for sale.  One day I 
came across an ad for a fifteen unit apartment complex the 
owner was selling with the possibility of no money down.  I 
could not believe it.  This was my chance to get into a real 
estate investment without coming out of pocket.  I began my 
due diligence and made the decision that this property could 
work well for me.  I mean, how could I lose? I had no money out 
of pocket and only had to make a debt payment which would 
be covered by rents each month.  

As I went through this process, my mind kept telling me, 
“Dave, don’t do it”.  Not understanding at that time why I was 
getting this feeling, I went ahead with the purchase.  It turned 
out to be a big mistake.  The seller had been less than honest 
with the financial records he had shown me and as a result, it 
almost cost me everything I had financially before I was able 
to sell the project to someone else.  In addition, my wife and 
I spent all of our spare time for almost a year working on the 
project.
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You do not need to find yourself in the above situation.  The 
more you trust yourself and the more you make the decisions 
you believe are right, the better you will be at making correct 
decisions for your business.

Summary
Do not be afraid of this step.  This step can turn into one of 

the most exciting steps in this program.  Most of you went into 
business because you had a creative idea you wanted to share 
with the world.  Do not turn your back on your creative side now.  
Use your creativity to expand your business to where it should 
be, and then trust your instincts as you make decisions.
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If you are planning to rely on the social security system to 
take care of you when you retire, you are going to wake up one 
morning and be sorely disappointed.   The social security fund 
is scheduled to go bankrupt before most of us will be able to 
use it, let alone have it support us throughout retirement.

Luckily, as a business owner, you have many options to save 
for your future.  Therefore, make sure you are setting aside part 
of your profits (I suggest at least 10%) to take advantage of 
at least one retirement option.  I have listed a few of the more 
popular retirement options below.

 
401(k)

The most popular retirement plan set up by business owners 
is the 401(k) plan.  The 401(k) has become popular for a number 
of reasons.  First, it is relatively inexpensive to organize.  Second, 
it allows for both the employer and the employee to contribute 
each year.  Third, a 401(k) can be set up as a Roth or as a 
regular tax deferred account.  

For those of you who are not familiar with what a Roth is, it is 
an investment which does not give you a current tax deduction, 
but the investment grows tax free.  As a result of the way a Roth 
is taxed, the younger you are, the more benefit you will receive 
from investing into a Roth investment.

If you are going to set up a 401(k), you will need to hire 
a third party as the plan administrator.  You can find plan 
administrators through your investment advisor.  If you do not 
have an investment advisor yet, then talk to your CPA, he can 
give you names of companies who do this type of work.

Chapter 12

Retirement Planning
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Defined Benefit Plans
Defined benefit plans are set up to give retiring employees 

a set benefit throughout retirement.  Because this type of plan 
is based upon a set benefit and not just a current contribution 
amount, this type of plan usually allows for substantially larger 
contributions than most of the other retirement plans which are 
available.  

Because of the large contribution amounts involved, usually 
defined benefit plans are only used when there are very few, if 
any, employees besides the owner. 

Defined benefit plans are based upon the income level 
and age of the employee.  Therefore, if you are a successful 
business owner/employee in your late 40’s or early 50’s, it is 
not uncommon to have your annual contribution amount be six 
figures.  If you make good money, are the sole employee of your 
company, and have a lot of extra cash, you should look at this 
type of plan as a good option.

Profit Sharing Plans
Under our current economic conditions you do not see as 

many profit sharing plans as you did five or six years ago, but 
they are still being used.  The biggest reason profit sharing 
plans have lost their popularity is because contributions are 
based on the net profits of the company.  Unfortunately, in our 
economy today many small business owners do not even have 
a net profit from year-to-year.  As a result, business owners do 
not want to incur the costs of maintaining a retirement plan they 
may not be able to contribute to on a consistent basis.
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IRA
An IRA is another retirement plan that has become very 

popular over the last 15 years.  The reason for this is because 
an IRA is easy to set up and has a very low cost to maintain, 
usually less than $40 per year.  An IRA also has no tax return 
filing requirements.  This is not the case for most other retirement 
plans.  

The biggest problem with an IRA is the contribution limits 
are much lower than most other retirement plans which are 
available.  As a result, you might not be able to put enough 
money into this type of plan alone to support your lifestyle in 
retirement.

Restrictions
In picking the investments for your retirement money, you 

may find you are subject to restrictions - especially if you have 
employees who are also participating in your plan.  As the 
business owner, you have a fiduciary duty to help make sure 
your employees invest their company retirement money in a 
safe place.  Therefore, you cannot just pick any investment.  
You have to have a financial plan that will allow your employees 
to diversify their investment and select various levels of risk.  
Most national investment companies have retirement plans that 
meet these criteria.  In picking one of these plans, make sure 
you ask about the fees which will be charged.  There can be a 
substantial difference in fees from plan to plan.  

Investing Your Money
When it comes to your own investments there are a number 

of things you need to be aware of which will help you make 
better decisions.  I have included many of the key concepts 
below.
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Risk Tolerance
When picking investments, you need to determine your risk 

tolerance.  When I was young and uninformed, I thought that 
I had a great strategy.  I would invest all of my money in very 
risky investments.  I thought by using this strategy the years 
my investments made large returns would far outweigh the 
years they ended up losing.  Boy was I wrong.  What I had not 
realized is the true effect the loss years would have on my total 
investment. 

Let us assume I had a $1,000 and the investment ended up 
going down 50%.  I now would only have $500.  What I had not 
thought of was in order to get back to break even, instead of 
making 50% the next year I actually had to make 100%.  

You are much better off picking an investment that increases 
slowly and steadily than one with a lot of volatility.  It has always 
amazed me how much money can be created with a little 
money, a reasonable interest rate, and a fair amount of time.  

The Rule of 72
You can use this rule to help determine how often your 

investment will double.  Take your current interest rate and divide 
it into 72.  This will tell you how many years it will take for your 
investment to double.  If the interest rate on your investment is 
8%, it will take 9 years for it to double.  

Inflation
You want to make sure, wherever you are investing your 

money, that the investment is providing you a higher rate of 
return than current inflation.  If not, you are actually losing money 
each year.  This is why most savvy investors do not invest their 
money into a checking or savings account.  Most checking and 
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savings accounts do not have a higher return than the current 
inflation rate.  If you do not know what the current inflation rate 
is, look on the internet or consult with your investment advisor. 

Dollar Cost Averaging
Dollar cost averaging means you consistently put small 

sums of money into the market over time rather than investing 
all of your money into the market as a lump sum.  Investing 
your money this way prevents you from investing large sums 
of money at the wrong time.  Depending on market conditions, 
dollar cost averaging can be a great strategy.  As with any 
investment strategy, I suggest you hire a financial planner to 
determine if this one is right for you.    

Diversifying Your Portfolio
To diversify your portfolio means you do not put all of your 

eggs into one basket. You spread your investments over a 
number of different assets so if one industry or investment does 
not perform, your whole investment portfolio does not collapse.

    
When I was just starting out as an accountant I had a client 

who had been a top executive for a public company.  He had 
worked for this company for a number of years and as part of his 
compensation he had received millions of dollars of stock.  His 
life style was such that if this money were to make a reasonable 
rate of return he could retire.  Because of his age and the risk of 
having all of his money in this one stock, he decided to diversify.

He was going on vacation for a couple of weeks and he 
decided to put in an order to sell his stocks before he left.  Now 
I do not know how legal this next part is, but somehow the main 
shareholder of the company learned this order to sell had been 



Rethink Your Business
12 Keys to Business Success in 30 Days 

      130        www.etrendsgroup.com Business Success Guide

placed by my client and so he called him.  This was before cell 
phones and so the phone rang at my client’s home just as he 
was walking out the door to go on vacation.  His wife tried to 
talk him into not answering the phone.  She didn’t know who it 
was, but figured it could not be that important.  He did not listen 
to his wife and ended up making a mistake he has regretted 
ever since.

He answered the phone and proceeded to talk to the majority 
shareholder who was on the other end.  During this phone 
meeting the majority shareholder told him of all the things the 
company was doing and how he should maintain his ownership 
in the stock.  The majority shareholder told him he could make 
even more money.  The majority shareholder finally ended up 
talking my client into cancelling his order to sell and retaining 
the stock.  

What happened over the next few months turned into a 
tragedy for my client. Not only did the value of the stock not 
increase, it dropped to about a fourth of its value.  At the time, 
my client had some small margin loans against the stock.  
Margin loans are loans which are secured by a stock and they 
must be paid off if the stock value drops below a certain level.  
If the individual owing the loan does not have enough money 
to pay the loan from other assets, the broker has the right to 
liquidate all shares in the account to cover the loan.  

Because of how low the value of the stock dropped, my 
client’s margin loan became due and payable.  Unfortunately, 
because he had not diversified, he had no other assets to pay 
this loan.   The broker sold the stock and my client went from a 
multi-millionaire to being flat broke.  He ended up having to get 
a job to support him through retirement.
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Do not let this happen to you.  Look at your investments.  If 
you are not diversified, establish a plan that will allow you to 
diversify your portfolio.  

Your Options for Investing
You have a number of options for diversifying your portfolio.  

There are far too many options for me to cover all of them in this 
guide, so I will touch on some of the more popular ones.

Stocks – This is where you buy in directly as an owner into an 
individual company.  If you are buying individual stocks yourself, 
please make sure you do some homework.  You want to make 
sure you invest into stocks that will meet your investment 
objectives.  

Bonds – This is where you are investing in the debt of the 
company.  Historically bonds have been considered a safe 
investment and are used with stock to diversify a portfolio.  
With government agencies failing like they are, many bonds 
are not as secure as they used to be.  You need to make sure 
you understand the security of the bonds you are investing in 
and make sure this type of risk fits your investment objectives.  
Most bonds have a set payment schedule, so they are good 
investments for someone who is looking for regular income.

Mutual Funds  –  Mutual funds can be a good way of 
diversifying your portfolio in the market.  Instead of buying an 
individual stock, you buy a piece of many different stocks.  There 
are two things to look out for when buying mutual funds.  First, 
you need to find out what fees you will be charged.  Second, 
you want to look into the tax consequences of the investment.  
Mutual funds are famous for creating a tax liability before an 
investor has made any money.  
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Real Estate – Prior to the recent collapse of the United States 
real estate market, real estate was a great way for people to 
invest a portion of their portfolio.  Real estate not only provided 
a steady return, it also allowed the investor to leverage their 
investment by getting a loan on the property.  I personally still 
like real estate as an investment, but I now invest with caution.  
One of the biggest draw backs to real estate is if you are buying 
an individual project it might make it difficult for you to diversify 
your portfolio the way you should.  One way you can overcome 
the diversity issue is to invest in a REIT (Real Estate Investment 
Trust).  REIT’s are designed much like a mutual fund where the 
REIT invests in a number of different real estate projects so 
there is project diversity and then you invest in a small portion 
of the whole portfolio.  

Gold – Many people are buying gold today as a way to 
protect themselves with something tangible for the future.  If 
you are going to do this, make sure you are buying actual gold 
and not shares in a gold fund.  If you are investing in a gold fund, 
there is a chance that getting a hold of the actual gold may be 
impossible.  If you are going to buy actual gold, make sure you 
protect it somewhere like a safe deposit box.  You do not want 
to lose your investment if someone breaks into your house.

Silver – I personally am a big fan of silver because of its price.  
No, it is not as exciting as gold, but it is affordable for the small 
investor.  I also believe silver will be easier to trade, if there ever 
becomes a time we are required to do so, because the value for 
each individual piece is much less than gold.  

What is your monthly investment goal?
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Is your monthly investment goal being obtained?  If not, what is 
your plan to obtain it?

Using a Financial Planner
When looking for investment options to fit your needs, always 

contact a professional financial planner to help you.  A good 
financial planner will be able to help you plan for your future 
and make sure you have a structure in place that will produce 
income for retirement.  They will also keep you from making 
stupid mistakes which could cause you to lose your investment.

Most financial planners do not charge by the hour, they are 
paid commissions.  Therefore, please respect their time and the 
advice they give you.  If a financial planner takes his time to give 
you an idea you like and you believe will help your business, it is 
important you make sure you give him the business.  Please do 
not make the same mistake I have seen so many others make 
over the years.  

The situation plays out as follows.  The individual does not 
believe his financial planner is doing a good job and so he goes 
and sees another financial planner to get advice on what he 
should do.  The new planner shares creative ideas which are 
exciting and can help the business owner.  The business owner 
then takes the new ideas back to his old financial planner and 
tells him all about what he has learned.  That old financial planner 
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then takes all of the new ideas and convinces the individual to 
stay with him, saying he will implement the new strategies.  

    
If your financial planner did not have the ambition to help you 

invest your money right without being prodded by the skill of a 
competitor, please do not reward him for not doing his job by 
giving him business and ideas that he did not create.

Interview financial planners and pick the one you are going to 
work with.

Summary

You can never over-prepare for your future.  Retirement will 
be here before you know it.  Make sure you and your financial 
planner meet regularly to go over your portfolio and your 
investment objectives.  This will help hold him accountable for 
his performance and will help keep you informed of what is going 
on with your investments.  If you will work as hard protecting the 
assets created by your business as you work in your business, 
you will be surprised at how much extra money you can make 
over time. 
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You made it!!  Hopefully by now your business is doing well 
and you are on your way to prosperity. If not, keep working 
through the parts of the program you have yet to complete.  
Your success will come as you are able to implement everything 
you have learned in this program into your business.  

In my CPA practice I use a puzzle piece as one of my logos.  
I do this because the puzzle piece represents what I do so well 
- which is to provide business owners with the resources and 
knowledge they need to complete their business puzzle.  When 
you look at a puzzle that is only missing one or two pieces, no 
matter how beautiful the rest of the puzzle is, you cannot help 
but notice the missing pieces.  Business is the same way.  You 
cannot leave out any of the principles taught in this program 
and honestly believe that your business will be as successful 
as it could be.  

Make a monthly habit of analyzing how you are doing with 
your business, and then set goals to improve in the areas 
where your business is struggling.  Make sure you review your 
business plan to make sure you are staying on-task, and that 
your business plan is still relevant for what you are doing in 
your business.  If it is not, make changes.  

Good luck with the great opportunity that is facing you - 
being a business owner. It is now your time to rethink your way 
to success.

It’s Now or Never
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Writing Your Business Plan
Writing an effective business plan is going to be one of the 

most important things you will do for your business.  I am 
including this report to help you in this process.  As I explained 
in the guide, I believe the best way to prepare a business plan is 
to buy a computer program to help you.  There are a number of 
companies online that provide industry specific business plan 
software at a very reasonable cost.  

Now if you can’t find a software program that is specific 
to your industry, don’t give up.  You can still create a great 
business plan, you are simply going to have to do more of the 
work yourself.  The key to a successful business plan is not 
having it look perfect, it is in being able to get your ideas on 
paper so you and others can see what you plan to accomplish 
with your new business.  

Once you have completed your business plan, it is critical you 
have it reviewed by someone who is experienced in business.  
When someone experienced in business reviews your business 
plan, they can often find flaws in the business structure that you 
overlooked.  Once the experienced person finds these flaws, 
they can then recommend changes for your business before 
the business even gets started.  These changes are often what 
is needed to keep you from wasting thousands of dollars and 
hours of your time on a business that would not have worked.  

Executive Summary
You are going to start your business plan by writing an 

executive summary.  This is one of the most important steps, 
because it is here where someone who knows nothing about 
your company can get a general understanding of what you 
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plan to do with your business.  This section should only be a few 
paragraphs.  Once the reader has gone through the executive 
summary and is interested in learning more, then he can go 
through the remaining sections of your business plan to review 
all of the details.    

 Make sure this section is well written and interesting.  It 
may be the only chance you get to entice an investor into your 
business. If they can’t catch the vision of what you plan to do 
in these few paragraphs, it is very unlikely they will read the 
remaining 10 to 50 pages you have included in your business 
plan.  

Company Analysis

This is where you are going to write about the products or 
services you plan to offer to your customers.  You want to go 
into detail about why you believe your customers have a need 
for your products or services and how you plan to fulfill this 
need.  This is where you talk about your “Blue Ribbon Offering”, 
or what it is you will do better than any of your competitors.  

You need to talk about how you will distribute your products 
or services and what type of experience you expect your 
customers to have in dealing with your business.  If you expect 
to use a distribution channel that has never been used before in 
your industry, make sure you explain in detail why you believe 
this new method will work.

You also need to talk about the location of your business and 
how you will use your location to benefit your business.
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Industry Analysis
Do not overlook this part of your business plan.  This section 

and the section on analysis of your competition are two of the 
most critical sections in making sure your business idea is a 
viable option.  You are going to want to do a lot of research 
before you write this section as your research will help you 
identify what is really going on in your industry.

Every industry goes through cycles and trends.  You need to 
understand where your industry is at in their cycle, so you make 
sure you are getting into an industry that is growing and can 
handle an additional competitor.  There are dozens of examples 
of industries that were once great and now no longer exist.  

I had a client who was in the pay phone business when 
cellular phones just started to become popular.  At the time he 
was making a ton of money, but unfortunately, he refused to 
listen to what I was telling him about the industry data and as a 
result he ended up losing his business.  He did not believe that 
one day everyone would have a cellular phone so there would 
be no use for a pay phone.  

If you need help in getting industry data, most industries 
have associations you can reach out to that collect a lot of data.  
There is also a company called First Research that provides 
data on various industries.  They will require you to purchase 
the information, but it is available.  

Analysis of Customers
This is where you need to define who your target customer 

is and make sure there are enough customers in your market to 
make your business successful.  The more specific you can get 
in this section the better off you will be.  
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For example, if you are selling cars you may say that every 
person is your target customer - but that isn’t true.  Each car has 
a target market.  If you are selling mini-vans, your target market 
is going to be people with kids.  Sure everyone can drive a mini-
van, but if you don’t have a need for it, who wants to?  

You also need to be aware that the more you perform 
analysis on who your target customer is, the more you may 
realize who you thought was your target customer is not your 
target customer at all.  There are plenty of stories of businesses 
designing a product for one market only to realize a completely 
different market was buying the product.  

Once you have figured out who your target customer is, you 
need to look at the demographics of the area where you plan to 
operate your business.  You want to make sure there are enough 
people in your market who are interested in buying your product 
or service so you can get enough revenue to run a business.

Once you have completed your research, include your 
findings in this section of the business plan.

Analysis of Competition
This is an area where you need to be truly honest with 

yourself and make sure you are spending time looking at who 
your competitors really are and how you will be able to compete 
with them.  You need to begin this section by performing a 
competitive analysis.

The purpose of a competitive analysis is to identify the 
strengths and weaknesses of the competitors in your market, 
to strategies that will provide you with a distinct advantage, the 
barriers that can be developed in order to prevent competition 
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from entering your market, and any weaknesses that may occ 
in a product’s development cycle.

The first step is to identify the current and potential 
competitors.  There are two ways you can do this.  First, look 
at the market from a customer’s viewpoint and group all the 
competitors by the way in which they contend for the buyer’s 
money.  Second, group the competitors in accordance with 
their various competitive strategies so you understand what 
motivates them.

Once you have grouped your competitors, you can start 
analyzing their strategies to identify the areas where they are 
most vulnerable.  This is done through an examination of your 
competitors’ strengths and weaknesses.  

The more you can learn about how your competitors work, 
the better chance you have to win their customers over to your 
new business.  

Once you have researched your competitors and feel you 
have a true understanding of their business, write down your 
findings in this section of the business plan.  You also want to 
explain what you will do in your business to allow you to be a 
strong competitor with the existing businesses.

Marketing Plan
You can have the best product or service in the world, but if 

nobody knows about it your business will never succeed.  The 
purpose of this section is to allow you to put on paper your 
plans for getting the word out about your product or service.  
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A few key things to remember when writing a marketing 
plan are:

1.   Always start with a budget.
2.   Focus your marketing on what it is you do better  

      than anyone else.  I refer to this as your “Blue  
      Ribbon Offering”.  

3.   Make sure your marketing efforts are directed at  
      your target customer.

4.  Remember that branding takes time.  You must be 
consistent in your marketing efforts if you want 
customers.  For most of you, you will not be able 
to market for one month and assume everyone will 
immediately come to your new business.

5. Make sure you understand the cost of marketing.  
Part of writing a good plan is making sure you can 
afford what you are planning to do.  You can’t have a 
marketing budget of $100 and then say you are going 
to do radio advertising.

You should also write about what you will do individually to 
market your business.  This will include networking groups you 
will be a part of, or boards you plan to serve on.

If client referrals are important to your business, you can also 
talk about what you will do to market your business this way.

Operations Plan
This section is where you discuss the internal strategies and 

structure of your business.  This is where you talk about your 
work flow and the efficiencies you have set up to allow for more 
profitability.
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You will want to make sure you identify the number of people 
you have working for you and what their responsibilities will be.

Management Team
In this section you are going to write about all of the great 

people you will have managing your organization, including 
yourself.  This is a very important section to investors, because 
they realize experience is one of the main keys to success.

You will want to explain prior experience and education for 
each member of the management team.  You will want to talk 
about why you believe each person is a good fit for the business 
and how you plan to maximize their strengths in the positions 
you will put them in.

Financial Plan
This is where you will discover if your idea can really make 

it as a business or not.  Your financial plan is going to include 
two main sections; a five year projection of the business, and 
a detailed explanation of each of the numbers included on the 
projection.

Your five year projection should be broken down by year and 
by month.  If you are not using a software program to help you 
with your business plan, you are probably going to need to get 
help from a professional on this step.  

Your five year projections will include all of the income you 
expect to bring into your business, as well as the expenses you 
expect to have each month.  Please try to be realistic with this 
process.  Almost every business plan I look at has revenue that 
is overstated and expenses that are understated.
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In your detailed explanation of the projections, you need to 
make sure you explain how you came up with each number.  
For example, if you have rent expense of $1,000.  You need to 
explain about the facility(s) you are renting and how long your 
lease is for.  If there is going to be an increase in rent cost during 
the five years, you need to explain why there is an increase.  The 
more detail you can include in this section, the better off you 
will be and the more likely the person reviewing your business 
will find any errors that may exist.  You do not want to wait until 
your business is open to realize you forgot to include a major 
expense your business will have.

Appendix
This is where you will include any documents you need to 

support your business plan.  For example, let’s assume you 
obtained industry data from an association and then you 
included a summary of what you learned in your written plan.  
You will want to make sure you include the full report you 
summarized in the appendix.

If you have questions in preparing your business plan, don’t 
be afraid to ask a professional.  Their experience can keep you 
from making a lot of unnecessary mistakes.
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Accounting Software – A computerized program you use to 
record all of the financial activity for your business.

Advisory Board – A group of individuals you contract with to 
meet with you on a regular basis.  Their purpose is to listen, 
give advice on your business where needed, and help hold you 
accountable.

Agreements – Signed written contracts between two or more 
parties.

American Dream – The opportunity for prosperity and success.

Bank – A financial institution that accepts deposits and channels 
those deposits into lending activities, either directly or through 
capital markets.  A bank connects customers that have capital 
deficits to customers with capital surpluses.

Board of Directors – A group of people who are elected or 
appointed to be responsible for the direction and oversight of a 
company or organization.  

Budget – This is a report that is used to estimate the total 
income and total expenses of a business.  It is not expected to 
be an exact replica of what will happen financially in a business, 
but it should be very close.

Business Coach – A business coach is a trained professional 
that meets with you on a regular basis.  His purpose is to hold 
you accountable and to provide ideas to help improve your 
business.

Definitions
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Business License – The permit required by a state or local 
government that allows individuals or companies to legally 
operate a business within the government’s jurisdiction.  

Business Name – The name by which people know your 
business.  This is the name you register for your business, and 
the name you would use to advertise and sell your products and 
services.

Business Plan – A written document describing the nature 
of the business, the sales and marketing strategy, and the 
financial background, and containing a projected profit and loss 
statement.
Business Entity – How you organize you and your employees 
in your business.    

Chart of Accounts – A list of accounts that you use in your 
accounting system to categorize the financial activity of your 
business.  

CPA (Certified Public Accountant) – A licensed professional 
that is trained to assist business owners with financial reporting 
and consulting.  

Credit Report – A detailed report of an individual’s credit history 
prepared by a credit bureau and used by a lender to determine 
a loan applicant’s credit worthiness.  

Credit Score – An actual numeric value that is given to rate 
what type of a risk you might be if you were to try and obtain 
financing. 
 
Credit Union – A member owned financial cooperative, 
democratically controlled by its members, and operated for 
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the purpose of promoting thrift, providing credit at competitive 
rates, and providing other financial services to its members.

Employer ID Number – A number assigned to your company 
by the Internal Revenue Service.  This number is used by the 
IRS to identify your business for tax reporting and compliance.  
Many other organizations also use this number to identify your 
business.

Financial Planner – A licensed professional who has been 
trained to help people with investing.  They also provide 
consultation regarding financial matters.

Financial Statements – A combination of various financial 
reports that are all put together to report the financial activity of 
the business.  They usually include the balance sheet, income 
statement (or profit and loss), and the statement of cash flows.

Instincts – This is the feeling we all get inside that we can’t 
explain, but helps guide us into making better decisions. This is 
also referred to as “following your gut” or a “gut feeling”.

Insurance – Protection against loss for which you pay a certain 
sum periodically in exchange for a guarantee that you’ll be 
compensated under stipulated conditions for any specified loss 
by fire, accident, death, etc.

Internal Controls – A process designed to help an organization 
accomplish specific goals or objectives.

Marketing Budget – An amount of money that is available to 
spend during a specific period of time to market your business.
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Marketing Plan – An organized plan that is used to help 
determine how you will promote your business to potential 
customers.

Meditate – When you take time alone, without any distractions, 
to think.  It usually lasts for more than just a few minutes.

Mentor – A person who shares their knowledge, skills, 
information, and perspective to foster the personal and 
professional growth of someone else.

Net Worth – The total assets of a company minus the total 
liabilities.

Payroll Taxes – These are the taxes that must be paid on wages 
that you pay your employees.  Some payroll taxes are paid by 
the employee, but most are paid by the employer.

Retirement Plan – An organized process that you have put into 
place to guide you in preparing to take care of your financial 
needs during retirement.

Sales Tax – The tax that a customer is charged for purchasing 
your product.  This tax varies depending on the state, and 
location where the sale takes place in.  

SBA (Small Business Administration) – A federal organization 
that has been formed to help small businesses. 
Time Management – The ability to use your time in a very 
organized and productive manner.  

Use Tax – A tax that is charged to you for the use of a product if 
you did not pay sales tax on the product when it was purchased. 
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Current Ratio - Measures a company’s ability to meet financial 
obligations. Expressed as the number of times current assets 
exceed current liabilities. A high ratio indicates that a company 
can pay its creditors as they fall due. A number less than one 
indicate potential cash flow problems. 

Quick Ratio - This ratio is very similar to the Acid Test (see 
below), and measures a company’s ability to meet its current 
obligations using its most liquid assets i.e. cash or cash 
equivalents. It shows total current assets divided by total current 
liabilities. 

Total Debt to Total Assets Ratio - Percentage of total assets 
financed with debt. 

Pre-Tax Return on Net Worth Ratio - Indicates a business 
owners earnings before taxes for each dollar invested. This 
ratio is not applicable if the subject company’s net worth for the 
period being analyzed has a negative value. 

Pre-Tax Return on Assets Ratio - Indicates profit as a 
percentage of total assets before taxes.  Measures a company’s 
ability to manage and allocate resources. 

Net Profit Margin - This ratio is calculated by dividing sales into 
the net profit, expressed as a percentage. 

Return on Equity - This ratio is calculated by dividing net profit 
by net worth, expressed as a percentage. 

Common Business Ratios
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Accounts Receivable Turnover - This ratio is calculated by 
dividing sales on credit by accounts receivable/ debtors.  This is 
a measure of how well your business collects its debts. 

Collection Days  - This ratio is calculated by multiplying 
accounts receivable by 360, which is then divided by annual 
sales on credit.  Generally, 30 days is exceptionally good, 60 
days is bothersome, and 90 days or more is a real problem. 

Accounts Payable/Creditors Turnover - This ratio is a measure 
of how quickly the business pays its bills. It divides the total new 
accounts payable/creditors for the year by the average accounts 
payable balance. 

Payment Days - This ratio is calculated by multiplying average 
accounts payable by 360, which is then divided by new accounts 
payable. 

Total Asset Turnover - This ratio is calculated by dividing sales 
by total assets.
 
Debt to Net Worth - This ratio is calculated by dividing total 
liabilities by total net worth. 

Current Liabilities to Total Liabilities - This ratio is calculated 
by dividing current liabilities by total liabilities. 

Net Working Capital - This ratio is calculated by subtracting 
current liabilities from current assets. This is another measure 
of cash position. 

Interest Coverage - This ratio is calculated by dividing profits, 
before interest and taxes, by total interest expense. 
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Assets to Sales - This ratio is calculated by dividing assets by 
sales. 

Current Debt/Total Assets - This ratio is calculated by dividing 
current liabilities by total assets. 

Acid Test - This ratio is calculated by dividing current assets 
(excluding stock and debtors) by current liabilities. 

Sales/Net Worth - This ratio is calculated by dividing total sales 
by net worth. 

Labor Costs/Sales – This ratio is calculated by dividing labor 
costs by sales.
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Table of Contents for Business Documents

This table of contents is provided to help you organize your 
business documents.  If you are using a binder to organize your 
documents, please make tabs with each of the titles from this 
table.  If you are going to store your documents electronically, 
create a folder using each of the titles.  By organizing your 
documents into one place, you will be able to save hours of 
time in the future looking for them.

Business Plan

Entity Documents

Taxes & Licenses

Credit Report

Loan Documents

Banking Documents

Insurance Documents

Valuables

Business Agreements

Accounting Documents

Investment Documents

Other
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