Turning Your Entrepreneurial
Dream Into Reality

Has starting your own business been a long-time dream? Owning your
own company and being your own boss can provide a great deal more
freedom than working for someone else. It can also be much more
rewarding - personally and financially - than a typical 9-to-5 job. You
have the autonomy to set your own goals and determine how hard

you want to work to achieve business and financial success.

Being an entrepreneur is also a lot of work, from creating and
executing the initial business plan to managing and growing the

business over the years. Success hinges on managing your most

precious and limited assets: time and money.
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If you want to turn your entrepreneurial dream into reality, having a
well-planned strategy that considers the business, personal, and
financial challenges of starting and running a business is crucial. This
approach can guide you down the path to entrepreneurial success.
Planning doesn't stop once you open the doors. Running your own
company is a continuous process of forward-thinking, so your business
can grow, adapt, and prosper.

As advisors to small businesses, we've designed this guide to help
aspiring and current entrepreneurs identify the key financial
components of effectively launching, operating, growing, and
ultimately exiting a successful business. We'll cover pre-launch
planning, basic budgeting and accounting, KPIs and benchmarking,
owner traps to avoid, growth and value generation, and succession/

exit strategies.

The best way to predict the future is to create it.

— Peter Drucker
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STARTING YOUR BUSINESS--
5 Steps to Getting Your Business Going

There are numerous decisions to make before you open the doors.
Will you run your company by yourself, or do you want partners? Will
you self-fund or require loans or other investments? You'll also need
to consider employees, systems, processes, and how you will market

and attract new customers to your venture.

It may seem daunting, but with careful consideration and preparation,
you can turn that brilliant idea into a viable, wealth-producing
venture. Here are ive steps for establishing a plan and preparing for
a business launch.
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1. Reconcile your business aspirations with
personal goals.

Many entrepreneurs at least partially self-fund their business launch.
For this reason, it's important to consider both your personal and
business goals. Will financing a business interfere with already
established plans, such as buying a house next year? How will
starting a business impact your monthly budget and retirement
savings? Seeking advice from trusted professionals, like your
accountant, attorney, and business mentors can help with these
decisions and others throughout the planning process.

Furthermore, creating a detailed financial plan can help mitigate
potential conflicts between your business aspirations and personal
goals. By projecting your business's cash flow, expenses, and revenue
growth, you can better understand how much capital you'll need to

sustain both your personal and professional life. This exercise can also
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highlight potential risk areas, allowing you to develop contingency
plans. Whether it's setting aside an emergency fund for unexpected
personal expenses or earmarking certain profits for business
reinvestment, careful financial planning ensures that both aspects of

your life are safeguarded.

Incorporating flexibility into your goals is also pivotal. Personal and
business landscapes can change rapidly, and being adaptable will allow
you to pivot strategies as needed. For example, if the initial phases of
your business require more investment than anticipated, you might
temporarily delay personal goals like purchasing a new home.
Conversely, if personal circumstances demand immediate attention,
you can adjust your business timeline to accommodate these changes.
This adaptability maintains equilibrium between your personal and
business endeavors, ensuring one doesn't disproportionately affect
the other.

One valuable approach is to regularly reassess your goals and make

adjustments as needed. Business plans and personal life plans should

not be static; they need to evolve based on real-time feedback and
changing circumstances. By conducting periodic reviews, you can
ensure that both personal ambitions and business objectives are
developing in harmony. These assessments can also present
opportunities to celebrate milestones and achievements, providing

motivation to continue working towards your long-term targets.

Lastly, keeping open lines of communication with your family and
close friends is crucial. The support and understanding of those
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around you can make a significant difference as you navigate the
challenges of balancing business and personal goals. Sharing your
plans and any potential impacts on personal life helps in garnering
support and mitigating stress caused by financial strain or time
constraints. This transparent approach fosters a supportive
environment, making your journey towards achieving both business

success and personal fulfillment a collective effort.

2. Determine your business structure.

Even if you plan to start operations from your kitchen table, you'll still
need to decide on a business structure that best fits your enterprise.
There are several options with varying degrees of flexibility and
complexity. Here are the four main business structures, along with a

brief description of the tax and legal implications of each:

Corporation
S- Corp
C-Corp

 Sole proprietorship. Business profits and losses pass through the
single owner's personal tax return, so you would pay taxes at your
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personal rate. While easy to set up, you may risk being held personally

responsible for any business debts or other obligations.

Partnership. A partnership is a business entity owned by two or more
partners. Owners are taxed based on their percentage interest and
may face the same liability risks as sole proprietors.

Limited liability company (LLC). This entity has the limited liability
features of a corporation but is taxed similarly to a partnership where
profits and losses flow through to the owner(s).

Corporation. There are two types of corporations - S and C - with a
number of differences. For example, S corps are taxed as pass-
through entities like above, where C corps pay corporate taxes in
addition to shareholder-paid dividend taxes. S corps have more
limitations on ownership, including number and type of shareholders.
C corps have fewer limitations, making it easier to add investors and

grow over time.

Determining the right business structure is paramount because it
affects everything from day-to-day operations, to taxes, to how much
of your personal assets are at risk. If you're starting as a sole
proprietor, the simplicity and control may be appealing. You would
simply need to register your business name with the local
government and get any required licenses or permits. However, the
main downside is that there is no separation between your personal
and business assets; you could be held personally liable for the debts
and obligations of the business.
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A partnership might be suitable if you're venturing into business with
one or more individuals. Partnerships allow for shared responsibility
and more capital to work with, but they also require clear agreements
to outline each partner's responsibilities and profit-share ratios. Like
sole proprietorships, partners face personal liability for business
obligations, which can be a significant drawback. Drafting a
comprehensive partnership agreement and possibly working with a
lawyer can help manage expectations and responsibilities, potentially
averting disputes down the line.

An LLC provides a hybrid model that offers the liability protection of a
corporation with the tax benefits of a partnership. Owners, known as
members, are generally not personally liable for the company's debts
or liabilities. This structure is flexible and can accommodate a range of
business scenarios, as it doesn't have many of the constraints that
corporations have. Forming an LLC involves filing articles of
organization with the state and creating an operating agreement,
which outlines how the LLC will be managed and structured.
Corporations are more complex structures with greater regulation
and administrative requirements, but they offer certain benefits that

can be advantageous, especially if you plan to grow significantly.

A C corporation can attract investors more easily since it can issue
multiple types of stock, but it faces double taxation—paying taxes at
the corporate level and then shareholders paying taxes on dividends. S
corporations avoid this double taxation by allowing profits to pass
through to shareholders' personal tax returns, but they face more
restrictions regarding ownership. Choosing between an S corp and a C
corp depends largely on your long-term business goals and need for

investment.
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3. Build an effective business plan.

A business plan is a roadmap for your new venture. Creating one can
help you objectively identify your target market, set business
milestones, organize your operational structure, develop a financial
model, and determine your funding requirements. Start one and then
maintain it as a living document. While plans vary in length and
format, most incorporate these five elements:

Executive Summary. Think of this section as a big-picture summary
of your business. You'll want to include your mission statement,
product/service overview, leadership team brief, growth plans, and (if
applicable) financial needs. While this is the first page, it's usually
written last.

Business overview. Here's where you will provide detail on your
product or service, who it serves, and the needs it will satisfy. Why is
your business unique? You'll also want to provide more details on your

management team.

Sales and marketing. Analyze your market, including industry
outlook, competitors, target customers, your business' strengths
compared to current competitors' strong points, and market trends.
Address how your product or service is better and meets unsatisfied
needs, and how you will price it, generate leads, and sell new business.

Operations. Describe your business structure, including

organizational chart, key business functions, technologies, and
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vendors. Is your business “teachable” or are you the product? How will
you effectively service your 100th or 1000th client as efficiently as
your first?

« Financial model. Based on your marketing, sales, and operational
plans, you'll want to make financial projections, including revenue,
expenses, and capital requirements. These “pro forma” financial
statements should be realistic estimates of future business
performance, from the first year through breakeven point to longer-
term growth.

An effective business plan is, in essence, the blueprint for your
startup's success. It not only guides you through each phase of
starting and managing your business but also helps you attract
investors, secure funding, and properly position your product or
service in the marketplace. Engaging in the process of crafting a
business plan compels you to critically evaluate your business idea
from various angles, identifying both the opportunities and the
challenges that lie ahead. This proactive approach can help mitigate
risks and establish a solid foundation for your venture.

One crucial aspect of a business plan is its adaptability. The business
landscape is constantly changing, influenced by factors such as

technological advancements, shifts in consumer preferences, and

economic fluctuations. A static business plan may quickly become
obsolete, which is why maintaining it as a living document is crucial.
Regular reviews and updates ensure that your plan remains relevant
and can adequately address new developments and opportunities.
This dynamic approach keeps your business agile and responsive,

increasing your chances of long-term success.
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Moreover, a well-thought-out business plan can be an invaluable
communication tool. It articulates your vision and strategic intentions
to stakeholders, including investors, partners, suppliers, and
employees. For investors, in particular, a comprehensive and realistic
business plan demonstrates your preparedness and commitment,
potentially making your business a more attractive investment
opportunity. It helps convey the rationale behind your business
decisions and reassures them that you have a clear path to

profitability and growth.

Finally, consider the business plan as a tool for internal alignment. It
ensures that all team members are on the same page regarding the
company's direction and priorities. By clearly outlining your business
objectives, strategies, and operational plans, you can foster a cohesive
and focused organizational culture. This shared understanding can
drive synchronized efforts towards common goals and enhance overall
efficiency and productivity within your team.

4. Set up operations.

It's time to start making things happen. You'll need to finalize your
business name and legal structure, apply for an employer
identification number (EIN) with the IRS (if applicable), as well as any
necessary local or state business licenses, find space and outfit it, and
start hiring staff if you plan to have employees. This includes
cultivating the processes and resources needed to propose, sell, and

implement new client relationships.
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Technology is an important part of the set-up phase. Consider tools to
help with sales and marketing, payment and billing, accounting and
payroll, and email and other communications. That includes hardware
like computers, laptops, and possibly point-of-sale technology, such as

credit card readers.

Data security is critical and should be top of mind when setting up
your systems. From protecting devices and software to back-ups and
risk management strategies, security is a top issue for any new
business. You might also want to purchase cyber liability insurance
to protect your business against the financial aspects of a breach.

Once the foundational elements are established, the next step
revolves around building brand presence and market penetration.
Begin by crafting a comprehensive marketing strategy that includes
both online and offline campaigns. Utilize social media platforms,
search engine optimization, and pay-per-click advertising to amplify
your online visibility. Offline methods such as participating in local
events, distributing flyers, and networking at business expos can also
generate buzz in your community. The aim is to create a consistent
and compelling brand voice that resonates with your target audience,
establishing a reputation that engenders trust and loyalty.

Moreover, financial planning is critical at this juncture. Develop a
detailed budget that covers all operational costs including rent,
utilities, salaries, marketing expenses, and unforeseen expenditures.
It's prudent to maintain an emergency fund to cushion against
unpredictable challenges. Alongside this, establish a robust
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bookkeeping system to keep track of income and expenses
meticulously. Regular financial reviews will help you gauge the
company's fiscal health and provide insights into optimizing resource
allocation. Consulting with a financial advisor can also add a layer of
expertise to your financial planning, ensuring that you are well-

prepared for both short-term operations and long-term growth.

Customer service should not be an afterthought but a core focus as

your business starts to scale. Invest in training programs that

empower your staff to deliver exceptional service, as satisfied
customers are more likely to return and refer others. Implement
feedback loops to continuously improve the customer experience,
ensuring that you address any issues promptly and effectively. In the
digital age, online reviews and testimonials can significantly influence
public perception, so striving for excellence in customer relations can

substantially enhance your business's reputation.

As you continue to grow, don't forget to innovate and stay agile. The
market landscape is constantly evolving, and staying ahead requires
continuous learning and adaptation. Keep an eye on industry trends,
emerging technologies, and competitor activities to identify
opportunities for improvement and diversification. Regularly
revisiting your business plan and strategic goals will help you stay
aligned with your vision while being flexible enough to navigate
changes. Balancing day-to-day operations with forward-thinking
strategies will position your business for sustained success in a

competitive marketplace.
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5. Launch, and market, market, market!

Now that you've made it through the other start-up steps,
congratulations! It's time to go to market. Contact the local press and
chambers of commerce, post news and announcements on social
media, attend local networking events, and plan an open house or
opening celebration.

Have you heard of guerrilla marketing? The term has evolved over
time, and now covers unconventional, targeted, and generally low-
budget techniques to grab attention for small and start-up
businesses. It can range from sidewalk art promoting your business to

photobombing pictures with your product.

There are also a number of traditional methods you can utilize to
boost awareness and generate those critical first sales. Email
marketing, direct mail (postcards, flyers, or other mailers),
advertising (internet, print, and billboard), and exhibit opportunities
(like trade shows) are still tried and true methods of promoting a new

product or service.

Don't forget the importance of a good website. You'll want your site
to cover the basics of your company, such as product or service
description and options, location, contact information, order details,
and a brief owner profile. Engaging blogs and use of search engine
optimization (SEO) techniques can help drive new traffic to your site.
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Additionally, building a strong presence on social media platforms is
vital in today's digital age. Create profiles on popular social media
networks like Facebook, Instagram, Twitter, and LinkedIn and tailor
your content to suit each platform's unique user base. Regularly
posting engaging, informative, and visually appealing content can
significantly expand your reach and engage potential customers. Don't
shy away from harnessing the power of influencer marketing either;
partnering with individuals who have a substantial following can
introduce your product or service to a larger audience and lend
credibility to your brand.

Customer feedback and reviews are another essential component in
establishing your business in the market. Encourage satisfied
customers to leave reviews on platforms like Google, Yelp, and social
media channels. Positive reviews can boost your brand's reputation
and instill confidence in prospective customers. Additionally, be
proactive in addressing any negative feedback. Responding
professionally and promptly to criticism not only shows that you care
about your customers' experience but also provides you with valuable

insights on how to improve your offerings.

Networking is not just a short-term strategy, but a long-term
commitment to building valuable relationships that can benefit your
business in unforeseen ways. Develop partnerships with
complementary businesses and industry influencers. Participate in
industry-specific forums and online communities and contribute with

genuine expertise and advice. Building a network of meaningful
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connections can result in collaborations, referrals, and long-standing

customer relationships that will help sustain and grow your business.

Finally, monitor and analyze the performance of your marketing
strategies regularly. Utilize tools such as Google Analytics to track
website traffic, social media analytics to measure engagement, and
customer feedback to gauge satisfaction. Identify what strategies are
working and which ones need adjustments. Being adaptable and
willing to iterate on your marketing plans based on real-time data will
help you stay ahead of the competition and continuously resonate

with your target audience.

OPERATING AND GROWING YOUR
BUSINESS

The Doors Are Open;

Now It's about Time and how to Manage Growth

You've launched your business, introduced your company to the world
(or at least potential clients in your area), and ¢ ompleted your first
sales. What's next?

Ensure that your back office, including accounting and operations, is
running smoothly. Many owners launch their businesses with such a
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focus on marketing and product or service perfection that they ignore
key operational functions. Be vigilant, either on your own or by
working with experts like Internet Accountant, to ensure that you're
managing growth and cash flow. Both are critical to the long-term
viability of your operation and can mean the difference between a

sustainable venture and one that struggles for cash.

As the owner, you'll want to regularly analyze performance and value
generation, as well as make sure you are set for unforeseen
circumstances. For example, while it may seem counterintuitive to
prepare an exit or succession plan just as you are getting started, it's
important to be prepared for unexpected iliness or death. These plans

can and should be adjusted as your business ages and grows.

Here are five key management functions that will help maintain

efficient and effective business operation and growth.

. Basic budgeting and accounting.

When you run a business, you need to keep up with more than your
checkbook balance. You'll need to be aware of cash in and out,
receivables and payables, the cost of creating your product or
delivering your service, and of course profitability. Simply keeping up
with the debits and credits in your business bank account won't be

enough.
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Tools such as QuickBooks can help you with invoicing, as well as
perform some necessary accounting and financial functions. There are
other critical functions that also require attention, including budget
and inventory management, tax filings, bank reconciliations, and
collections. Someone needs to keep an eye on the finances. Evaluate
where you add the most value to your company's success, and then
hire or outsource as needed to fill the gaps. It's a small investment in
your long-term business success.
When you're on top of your finances, reviewing these fundamental
financial reports will help you assess your current business health and
make important decisions that impact your business future:

» Income statement: This presentation of income, expenses, and profit
helps you keep track of your business' core financial health.

« Budget: Most operations have a monthly plan detailing income and
expenses. A monthly update and review will highlight variances.

» Balance sheet: This provides a snapshot of your assets, and how they
are financed (debt or equity), at a point in time.
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Cash flow statement: This statement tracks cash coming in and going
out, ensuring that you have enough money to cover expenses
(liquidity).

Accounts receivable (A/R): This lists unpaid invoices by how long they

have been outstanding, and helps identify payment trends.

Accounts payable: This report covers the cost of doing business, from

vendor payments over time to mortgage or rent payments.

In addition to these key reports, having a clear financial strategy in
place is essential for the sustainable growth of your business.
Forecasting and financial planning allow you to anticipate future
needs and challenges, providing a roadmap for scaling operations,
investing in new opportunities, or weathering economic downturns.
Staying disciplined and adhering to your budget can prevent
unnecessary spending and ensure you have the financial flexibility to

respond to unexpected expenses or market changes.

Moreover, understanding your break-even point—the moment where
your revenues cover your expenses—is critical for making informed
decisions. This information, coupled with a solid grasp of your cost
structure, can help you set pricing strategies that optimize both
competitiveness and profitability. Whether you're expanding product
lines, entering new markets, or launching marketing campaigns,
knowing how these activities affect your bottom line is invaluable.
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« Implementing robust internal controls and regular audits can also
protect your business from fraud and ensure accuracy in your financial
reporting. Transparent and consistent bookkeeping practices foster
not only regulatory compliance but also trust with stakeholders,
including investors, creditors, and employees. By maintaining
meticulous records and regularly reviewing your financial statements,
you can detect discrepancies early and take corrective action before

they escalate.

Finally, consider leveraging technology to automate routine tasks and
streamline your financial processes. Software solutions can assist with
everything from payroll to expense tracking, offering real-time
insights that empower you to take proactive steps. Embracing digital
tools not only enhances efficiency but also frees up time to focus on
strategic initiatives that drive business growth. Whether you're a
small startup or a growing enterprise, a foundational understanding
of budgeting and accounting plays a pivotal role in steering your

company toward long-term success.

. Goals and key performance indicators.

As a small business owner, how do you stay on top of the business? In
addition to regularly reviewing financial statements, it's important to
have goals and quantifiable performance measures, also known as key
performance indicators (KPIs). Goals are what you are trying to
achieve, where KPIs are how you get there. You should set each for
marketing, sales, and financial performance.

To start, you can look at other similar businesses in your industry. For

example, an e-commerce-based retail business may have goals for
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website visitors, sales, revenue, and profitability, with KPIs to measure
progress toward those goals. A subscription-based business (like a
software company or commercial cleaning service) will consider client
retention, or lifetime value, as important metrics.

Speaking of clients, Net Promoter Score® (NPS®) is a great KPI used
by many companies to measure customer satisfaction. It's based on
how likely a customer is to recommend your company. Your score,
ranging from -100 to 100, can then be compared with industry or
overall averages. How do you compare with top brands, like Apple or
Tesla?

Financial KPIs can also be compared to industry norms. For example,

knowing that a 20% profit margin (profit as a percentage of revenue)

is the standard for your industry will help determine if you need to
make adjustments in your company. Thanks to the internet, trade
associations, and research firms, there is a tremendous amount of
benchmark data available for limited or no cost.

Once you've set goals and KPlIs for your company, it is critical to
regularly review your company's performance. Consider a monthly
report that includes key financials, KPIs, and progress toward goals.
Internet Accountant can help you set financial goals, as well as provide
the reports and insight needed to evaluate performance.

To ensure that your performance reviews are effective and actionable,
it is imperative to delegate responsibilities and maintain clear
communication channels within your team. Assign specific team
members to monitor and report on individual KPIs to create
accountability and ownership. For instance, your marketing team
should be responsible for tracking website visitor statistics, social

media engagement rates, and conversion ratios. Sales teams, on the
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other hand, can focus on metrics such as lead conversion rates,
average deal size, and sales cycle length. By involving various
departments in KPI monitoring, you ensure that all aspects of your
business are covered comprehensively while fostering a culture of

continuous improvement.

In addition to monthly reports, consider implementing dashboards
that present real-time data for crucial KPIs. Utilizing tools like Google
Analytics, CRM software, or specialized business intelligence platforms
enables you to have an ongoing view of your progress. This immediacy
allows for quicker adjustments in strategy. For instance, if a SaaS
company notices a dip in NPS during a product update, it can
immediately allocate resources to address the problem before it

affects customer retention significantly.

Staying attuned to the competitive landscape can also provide critical
insights. Regularly perform SWOT analyses (Strengths, Weaknesses,
Opportunities, Threats) to juxtapose your business with direct
competitors. By understanding where your competitors are thriving
or struggling, you can better anticipate market shifts and customer
expectations. This strategic vigilance allows for fine-tuning your goals
and KPIs, ensuring they remain relevant and driving growth.

Lastly, don't overlook the value of qualitative metrics, though harder
to measure, insights from employee and customer feedback can be
indispensable. Quarterly surveys and feedback forms can reveal
invaluable insights into areas that quantitative data might miss. For
instance, while data might show steady sales, feedback could unveil a
brewing discontent among your customer base regarding customer

service quality. Thus, blending qualitative and quantitative approaches

The BAB Group LLC - Accounting, Tax, Advisory, CFO Services 22



https://babcfo.com/

ensures a holistic view of your business performance, guiding
informed decision-making for sustained success.

. Generating value.

Successfully growing your business isn't all about increasing sales and
exceeding goals. A combination of several factors will generate value
and make your business not only sustainable but also scalable and
(eventually) sellable.

Revenue plays a big role in your company's value. This includes

diversity, which in this case means that revenue is evenly dispersed

over a variety of clients. For example, if one client represents 50% of

revenue, you risk jeopardizing your company if something happens to
that client. Recurring or subscription revenue can decrease risk and
increase company value. Of course, profitability is also a factor, so
you'll need to keep an eye on expenses.

Employees also play a role in your company's value. Hiring, training,
and retaining qualified employees is critical to your ability to sustain
and grow your business. Good pay, benefits, and working conditions
will provide a great return on investment, so think twice before
cutting corners. Consider offering profit sharing or even an ownership
stake to key personnel managing and growing your company.
Business planning goes beyond the start-up process, and needs to be
a continuous effort in order to maximize company value. Keep the
process fairly simple so you can maintain the effort over time.
Regularly review plans, along with results, so you can determine when
adjustments are needed. Trusted advisors, like Internet Accountant,

can provide unbiased feedback and insight.
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Planning is important, but the real value of the plan is your ability to
execute. You won't be able to do everything. Focus, prioritize, and
then execute. In other words, do it right or don't do it.

Customer satisfaction is another pivotal factor that significantly
impacts your company's value. Ensuring that your customers are not
just satisfied but delighted can lead to long-term relationships,
referrals, and a solid reputation. Cultivating a strong brand presence
and ensuring effective communication with your client base can result
in customer loyalty, which is often reflected in repeated business and
increased revenues. Moreover, happy customers can become brand
ambassadors, organically promoting your company and contributing
to sustainable growth.

Innovation and adaptability also play vital roles in generating value. In
today's fast-paced market, businesses must be agile and ready to pivot
when necessary. Investing in research and development, staying
attuned to market trends, and being open to technological
advancements can set your business apart from competitors. A
company that fosters a culture of innovation is not only better
prepared to meet current market demands but is also more attractive
to potential buyers and investors, thereby enhancing its value further.
Lastly, building strong relationships with vendors, partners, and
stakeholders can provide additional value to your business.
Transparency, reliability, and mutual benefits are key components of
such relationships. Strong partnerships can lead to better terms,
valuable collaborations, and an expanded network, all of which
contribute to business resilience and growth potential. When these
stakeholders see that your business is reliable and profitable, they are

more likely to support your growth initiatives.
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In conclusion, generating value is an intricate blend of revenue
diversity, employee satisfaction, regular business planning, customer
loyalty, innovative practices, and solid partnerships. By focusing on
these components, you can create a robust foundation that supports
sustainable growth, scalability, and ultimately makes your company
marketable to prospective buyers. Remember, the goal is to build a
business that thrives on multiple fronts, ensuring long-term success
and value generation.

Net Promoter Score, and NPS are trademarks of NICE Satmetrix, Inc.,
Bain & Company, Inc. and Fred Reichheld.

Avoiding common owner traps.

As a business owner, it's sometimes hard to draw a line and keep your
work from consuming your life. The owners trap occurs when the
owner is the center of everything, and is the bottleneck to all aspects
of the business. Can the business operate with out you? Do you have
the right people, processes and systems in place? If you don't you can
be caught in the owners trap, one where the owner does all the
selling, manages customer interactions, handles all the suppliers and
is responsible for all decisions. This is often referred to as an owner

trap, but it's not the only one. Here are four traps to avoid!

Time mismanagement: It's not healthy for you or your company if
you spend too much time working, especially if you need to be
involved in all aspects of your operation. If all decisions need to go
through you, you become a bottleneck that limits your ability to grow
and generate value. Evaluate your time, and find opportunities to

engage your talented employees and trusted advisors.
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« Comingling of funds: Your business should have separate bank
accounts and books from your personal life—no exceptions.
Comingling of accounts and expenses can create an organizational
nightmare and may create legal issues that allow the IRS or lawsuit
plaintiffs to come after your personal finances. Keep meticulous
records of all transactions and transfers between business and

personal accounts.

« Lack of financial management: Business owners are busy running
their businesses, so accounting and financial management can
sometimes take a back seat to operational priorities. Neglected
finances can lead to issues with billing, collections, expense
management, and taxes. Set your budget, and then actively manage it
with at least monthly reporting. This is one area where it's easy to hire
expert help, like The BAB Group!

« Unprepared for contingencies: While focused on operating and
growing the business, many owners don't stop to think about the
“what-ifs” — from a natural disaster to the owner's disability. It's
important to identify potential business risks and have a contingency
plan to mitigate those risks. An insurance policy can protect against

property loss or liability, but you'll also want to have a plan in place

covering risks like a supply chain interruption, data breach, or your

own illness.
Another owner trap to watch out for is failing to delegate effectively.

As a business owner, it can be challenging to trust others with tasks
and projects that you might feel should be under your direct control.

The BAB Group LLC - Accounting, Tax, Advisory, CFO Services 26



https://babcfo.com/

Micromanaging can stifle your team's creativity and efficiency, leading
to lower overall productivity and job satisfaction. To avoid this trap,
identify your team's strengths and delegate responsibilities
accordingly. Empower your employees by giving them the autonomy
to make decisions within their areas of expertise. This not only boosts
morale but also frees up your time to focus on strategic growth

initiatives.

Lastly, neglecting continuous learning and development can also be a
pitfall. The business landscape is dynamic, with new technologies,
market trends, and regulatory changes constantly emerging. Staying
complacent can lead to missed opportunities and leave you
unprepared to adapt to changes. Commit to ongoing education,
whether through formal courses, industry conferences, or even
reading the latest business literature. Encourage your team to pursue
professional development as well. A culture of continuous learning not
only keeps your business competitive but also fosters an environment

of innovation and resilience.

By steering clear of these common owner traps, you position your
business for long-term success. Avoiding time mismanagement,
comingling of funds, poor financial oversight, lack of contingency

planning, ineffective delegation, and stagnation due to lack of

learning ensures you build a robust, adaptable, and growth-oriented

enterprise. The commitment to these best practices will safeguard
your business operations and pave the path for sustainable growth
and profitability.
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Succession planning

As you grow your business, make sure you have a plan in place to exit
the business. In fact, you should plan on how you will exit the business
the day you start it. This could be for a planned event, like retirement,
or unplanned, like serious illness or death. As mentioned above, you
need to have a well-trained team and solid business processes that
can continue even if you're not around (don't be the bottleneck).
Maintain a contingency plan for transfer of responsibilities, whether
due to a planned or unplanned event. Choose a team or family
member who can take charge if you are absent, and plan accordingly
so there can be a smooth transition.

Your BAB Group LLC team, attorney, and other advisors can assist in
setting up this type of plan. It should include determining the best
vehicle for the transfer of ownership if that becomes necessary, as
well as contingencies for temporary periods of absence.
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Succession planning is not just about ensuring business continuity; it's
also about preserving the legacy and values upon which your business
was built. To do this effectively, it's crucial to identify key employees
who can potentially take over leadership roles. Conduct regular
performance reviews and identify employees who display the capacity
for higher responsibilities. Provide them with ample opportunities for
professional development and involve them in strategic decision-
making processes. This nurtures a culture of leadership readiness,
which is invaluable during transitional phases and helps maintain
operational stability.

In addition to internal leadership, establish clear legal and financial
plans. Work closely with your BAB Group LLC team, attorneys, and
financial advisors to draft documents such as living wills, trusts, and
buy-sell agreements. These documents serve as legal safeguards,
ensuring that your business's ownership is transferred smoothly and
according to your wishes. Financial preparations should also include
funding for potential ownership transfers, focusing on life insurance
policies, retirement funds, or designated savings to facilitate the

process without disrupting cash flow.

Communication also plays a critical role in effective succession
planning. Regularly update key stakeholders, including family
members, employees, and business partners, about the succession
plan so everyone understands their roles and responsibilities. This
transparency reduces uncertainties and fosters a sense of shared

purpose. Additionally, stakeholders who feel involved and informed
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are more likely to support the transition process, making it smoother
and more cohesive.

Finally, don't wait for urgency to drive your succession planning. Start
now, even if you intend to remain at the helm for the foreseeable
future. Review and revise your plan regularly to accommodate
business growth and changing circumstances. Having a proactive
succession plan not only prepares your business for the unexpected
but also highlights your dedication to its long-term success and
sustainability. It's an ongoing process that, when well-executed,

provides peace of mind and solidifies the future of your enterprise.

EXITING YOUR BUSINESS:
Preparing Your Business for Sale

All business owners exit their business. Creating a plan now doesn't
mean you can't change it later on. In fact, you should review and
reconsider your exit plan often throughout your business's lifecycle.
You may start off with a plan to create a legacy for your children to
take over, but they may choose a different path. You may grow to the
point that you can hand off the business to your partners, or even

walk away after your IPO to live your retirement dream.
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Is your business sellable?

If you plan to sell your business, your business must be sellable. This
ties back to our discussion about generating value, for you as well as
the next owner. Here are some factors you can influence today that

will impact your “sellability” in the future.

Revenue. Consistency and distribution among products/services and
clients are important, as is profitability. Recurring revenue streams are

the most valuable.

Growth potential. Growth opportunities could be from existing or
new clients, new markets, or new products/services. What unique

positioning does your company offer clients that sets you apart from

the competition?
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« Scalability. This is the internal aspect of growth potential. Can your
company handle that growth, especially without being dependent on

your daily involvement?

« Customer satisfaction. Raving, loyal fans who are willing to
recommend you (NPS) are part of your business goodwill, which

makes your enterprise more valuable.

+ Independence. Companies with revenue spread among a broader set
of clients tend to have better valuations than those reliant on a

smaller set of clients.

Before you can sell, you'll need to understand the true (fair market)
value of your business. After spending so much of your life building
and operating your company, it's important to keep your emotions
out of that process. No one buys a business based on emotional value.
Hiring an independent advisor, such as a business valuation expert,
will help you determine the actual value. An advisor can also help you
choose the valuation method based on your business structure,
industry, exit plan, and other factors.

eveloping an exit strategy involves more than just the technical or

financial aspects; it also requires the seamless transition of leadership
and operations. Begin by documenting your standard operating
procedures, key relationships, and proprietary processes. This helps in
ensuring continuity and minimizes disruption when new leadership
takes over. Establishing a competent management team early also
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ensures that the business doesn't rely solely on you, thus making it
more attractive to potential buyers and increasing its valuation.

Another critical element is legal readiness. Ensure that all your legal
documents, such as contracts, intellectual property registrations, and
operating agreements, are in order. Conducting a legal audit can help
identify potential risks that might deter buyers or reduce your selling
price. Additionally, it's wise to review your financial statements and
ensure they are accurate and up to date. Transparency in financial
reporting builds trust with potential buyers and aids in smoother

negotiations.

Marketing your business for sale is also a crucial step. Even if you have
already identified potential successors, getting the word out that your
business is for sale can attract competitive offers. Effective marketing
strategies include working with business brokers who have networks
and experience in selling businesses. Highlight your business's
strengths, such as strong customer relationships, operational
efficiency, and unique market positioning. Emphasizing these

attributes can make your business stand out to prospective buyers.

Finally, consider your own readiness for the transition. Selling a
business can be an emotional and stressful experience, especially if it's
been a significant part of your life for many years. Preparing
psychologically for this major life change is as important as preparing
your business for sale. Engage with mentors, advisors, or a support

network to help you navigate the emotional landscape of exiting your
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business. Retirement planning, new ventures, or personal projects can

provide a fulfilling next chapter post-sale.

When the time comes to exit or sell your business, you'll also want to

consider the structure of your deal. There are three common types:

Asset purchase. You sell all or a portion of your company's assets to a
buyer. Liabilities may or may not be included in the sale.

Stock purchase. You (the stockholders) transfer all or the majority of
your stock to the buyer, who then has control of the company.

Merger. This is the consolidation of two entities into one entity that
holds the combined assets. This tends to be the simplest structure,
with payment going directly to you.

Brokering a deal, along with determining the deal structure, details,
and implications, can be complex. Engaging outside advisors, such as a

CPA and attorney, is advisable.

YOUR CPA CAN HELP

From Start to Exit, We're Your Trusted Advisor...

You may be accustomed to working with an accountant for personal
tax preparation, but The BAB Group LLC can also be indispensable to

your business throughout its lifecycle. The team of experts at The BAB

Group can assist with business plans and planning, accounting and
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bookkeeping, financial reporting and processes, business transactions,
and much more. Contact us today, whether you're just contemplating
a new business or ready to turn your legacy over to the next

generation.

The BAB Group provides bookkeeping, payroll, and accounting
support for small businesses, from start-ups to rapidly growing

entities.

The BAB Group LLC is a proactive accounting firm focused on small
businesses and their owners. We believe that having accurate, up-to-
date financials and the advisory of our experienced team will help you
make better decisions in all aspects of your business and financial life.
We offer scalable, affordable accounting packages to help you start,

grow, or transform your business.

We are a full-service firm offering Bookkeeping, Tax, Payroll, CFO,

and Business Advisory services. Our proactive approach means you
have the latest numbers to know the story they tell and the KPIs to
spot trends and help in making informed decisions on all aspects of

the business.

With The BAB Group, entrepreneurs can save precious time with our
services and stay laser-focused on growing the value of their most
important asset, their business, now through succession and
retirement. We can tailor the services you need and grow with you;
our team works closely with you to understand your business and

provide tailored solutions.
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www.babcfo.com
cpa@babcfo.com
404-855-0330
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