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			Introduction

			Dear Ambitious Entrepreneur,

			Welcome to the exciting journey of intentional entrepreneurship! This is the third edition of my book since its original release in 2017, and much has changed in my personal life, business, and finances. I’m thrilled to share those experiences with you—and to encourage you to continue building your financial future, regardless of current market conditions.

			In recent years, the word intentional has become a guiding principle for me as I’ve focused on improving my business to the point where it can thrive independently of my daily involvement. I wanted to ensure that my clients receive exceptional service and that my team feels empowered and capable in my absence.

			The truth is, no business can succeed without a clear vision. It’s crucial to not only know where you want your business to go financially but also to consider the positive impact and legacy it will leave when you eventually step away. Additionally, you need a strong sense of how your business should operate under optimal conditions. In other words, creating a clear vision for the future is key to guiding the processes that will drive your success.

			When you launched your business, it came from a place of passion—a deep desire to achieve your goals. That passion led you into entrepreneurship, and it’s that same drive that will help you shape the future you envision.

			There’s an incredible energy that comes with starting something new—pouring every waking hour into getting your business off the ground. In the beginning, it feels exhilarating, especially as your business begins to grow—even if that growth happens somewhat by default. But eventually, a moment of realization comes. It might happen on vacation, during an illness, or in a quiet moment of reflection—when you suddenly see that what you’ve built isn’t truly a business; it’s a job.

			For some, this realization is perfectly fine—not everyone wants to grow their business beyond a certain point. My mother, for instance, spent many years cleaning houses without ever hiring help. Not because she couldn’t have used it, but because she valued simplicity. She never made business cards or invested in marketing—she was content with the way she earned her living. I helped her declare her earnings and file her taxes, but in reality, what she had wasn’t a business; it was self-employment. And for her, that was enough. She found her sweet spot and saw no reason to change.

			In fact, more than 70 percent of businesses are run by solopreneurs, and for many, this model works perfectly. But if your goal is to build a seven-, eight-, or even nine-figure business—to make a more significant impact within your company and your community—then you must shift your approach. You need to become an intentional entrepreneur, one who is committed to empowering yourself to take bold actions, expand your thinking, increase your risk tolerance, and grow your business to its full potential.

			If your goal is to grow your business to the seven-figure level, you must be open to change. Whether that means shifting your mindset or adjusting the way you operate, building a seven-, eight-, or nine-figure business requires intentional thinking and strategic planning. At the five- to low six-figure level, you might be able to manage without much help, without elaborate systems, or without a big vision. However, as you strive for higher growth, the game changes. What got you here won’t get you there. It, therefore, becomes essential to seek help, establish systems, manage cash flow, monitor productivity, and maintain a clean business track record.

			When I started my CPA practice in 2010, I had professional knowledge but limited business knowledge. Leaving my day job to start my own practice was a bold move, but I knew it was the only way to break free from the paycheck-to-paycheck grind. Deep down, I felt I couldn’t keep working for someone else, tied to a rigid 9-to-5 schedule. I had bigger dreams—dreams of being in control of my own life, building something meaningful, and growing my own firm.

			At first, my goal was simple: work for myself and make enough to improve my lifestyle. It sounded straightforward, but in reality, running a business is a whole different ball game. The early days were tough—especially when cash flow was tight. If you’re starting out on your own, you have to be ready for those lean beginnings; it’s part of the journey.

			But here’s the thing: to create a truly scalable and successful business, you can’t do it all yourself. You need to build a model that allows others to step in and contribute to the work. That’s how you go from surviving to thriving.

			You need to think about leverage! This means building effective systems and processes, delegating tasks, and making sure your team can operate without you. I’ll dive deeper into the concept of leverage in later chapters, but for now, let’s discuss something just as important—your numbers and how they affect your financial future.

			

			Planning for your business and personal income tax liabilities, as well as reviewing your financial performance, is critical at every stage. As an intentional business owner, investing your money wisely and building financial wealth should be a top priority. Over the past few years, numerous changes have affected businesses across the U.S. The tax landscape is becoming increasingly complex, creating both opportunities and potential pitfalls. That’s why I want to offer you this book as a guide to the possibilities of significant tax savings and wealth creation.

			Building a successful business and securing a prosperous financial future requires more than just discipline—it demands actionable plans, a positive mindset, and unwavering determination. I believe this book will help you gain the clarity and tools you need to achieve your goals.

			Now, let’s get started!

		

	
		
			Chapter 1

			First Steps in Building Financial Wealth

			Building financial wealth goes hand in hand with being intentional. It takes discipline, a solid plan, and a willingness to learn. You’ll need to get familiar with things like investing—and the risks that come with it—bud@geting, and understanding how the tax system works. Because let’s face it: taxes are one of our biggest expenses. On top of that, it’s important to know yourself—your goals, your comfort level with risk, and what you’re really working toward.

			The very first step, in my opinion, is figuring out where you’re starting from. Take a good look at your current financial situation. Getting an accurate picture of this shows why creating a personal financial statement is so important—you’ll be able to start making moves in the right direction.

			So, let’s create your personal financial statement!

			Creating Your Personal Financial Statement

			A financial statement is a powerful tool that offers a clear snapshot of your financial health. It organizes all the details about the assets you own—such as savings, investments, and property—along with a complete list of your debts, including loans and credit balances. This comprehensive overview helps you understand where you stand financially and serves as a foundation for making informed decisions about your money.

			Your personal financial statement is not just a boring document—it’s your financial scoreboard. It shows how far you’ve come and helps you set ambitious goals for the future. More than that, it’s a way to honor the blood, sweat, and tears you’ve put in over the years. It gives you a moment to pause, look back, and say, “Wow, I did that.”

			I get it—life is about more than money or possessions. We’re complex beings, driven by deeper values. But let’s be real: achieving financial success is a game changer. It creates opportunities, gives us choices, and allows us to support the people who matter most. For me, financial freedom has been a non-negotiable goal from the start.

			When I came to the U.S. in 1998 with my mom, we had just $200 to our name. We slept on the floor for two months, finding furniture under “Free” signs on the side of the road. I came here from Russia fueled by the American Dream. I was determined to become financially independent—no matter what. I had to be the breadwinner, whether it meant cleaning hotel rooms, movie theaters, or people’s houses, or bussing and waiting tables—working two or three jobs just to make it work, all while going to school full-time and earning my accounting degree.

			I’m living proof that you can become financially independent—even a millionaire—if you put in the work and never let up. I know what it takes because I’ve been there—hustling, sacrificing, and dreaming big. Your financial statement is more than numbers; it’s a snapshot of your hard work and a reminder of what you’re still building. Keep pushing forward. I’m here to tell you that you can absolutely make your dreams happen.

			

			As I mentioned earlier, any journey needs to start with clarity—knowing where we are now and where we want to be in one to three years. Therefore, let’s create your personal financial statement, just like you would for a business.

			Please bring a piece of paper and a pen. Divide your sheet into two halves, and write “Assets” on the left side and “Liabilities” on the right. At the bottom of the right side, write “Equity.”

			First, we’ll create your personal balance sheet. This provides a snapshot of your financial position at a specific point in time by listing your assets, liabilities, and net worth (the difference between assets and liabilities).

			List your assets at fair market value on the left side of your sheet, such as:

			
					Cash in checking, savings, money market accounts, CDs, and any other easily accessible accounts

					Real estate, automobiles, investments (stocks, bonds, mutual funds, retirement accounts), personal property (such as jewelry, collectibles, etc.), and the cash value of life insurance

					If you own one or more businesses that can be sold—or if certain business assets (such as a client list) can be sold—include the fair market value of the business as well.

			

			To determine the equity in your real estate investments, subtract the current liabilities (such as outstanding mortgage balances) from the fair market value (FMV) of the property. A simple way to estimate FMV is by using real estate websites like Zillow.com or by consulting a local real estate professional who can research comparable property sales in your area. Unless you need an exact net worth figure for loan applications or estate planning, don’t spend too much time or money on formal appraisals. Official appraisals can be ordered at any time, but unless you’re planning to sell the property soon, they may not be necessary. Real estate values fluctuate based on market conditions, so they won’t stay constant for long.

			When it comes to stocks or retirement accounts, these figures are available on your monthly brokerage statements. You can easily pull your account records or ask your financial advisor to provide them. If you don’t have a financial advisor, I highly recommend considering one. Our firm works regularly with excellent financial advisors and would be happy to provide a referral.

			To evaluate the worth of your business, consider hiring a certified business valuation specialist—especially if you’re seeking a loan or planning a future ownership transition. Researching how businesses in your industry are valued can also be beneficial. This will not only help you understand your business’s worth but also highlight areas for improvement. If you’re planning to sell your business—even if it’s three to five years down the road—it’s important to start preparing now. Clarify what needs to be done and take action sooner rather than later. This doesn’t mean becoming overwhelmed, but rather staying mindful of expenses, cash flow, debt, and retained earnings. Avoid negative retained earnings, which may indicate losses or excessive shareholder distributions, and ensure your business maintains healthy retained earnings—a positive net worth is essential.

			If you’re not sure where to start, consider hiring a chief financial officer (CFO) or a fractional CFO who specializes in small businesses. These professionals can help you analyze and improve your financial statements. Our firm offers a Strategic CFO package, in which we meet quarterly to assess your business’s financial health and create action plans for future growth.

			Now that you’ve listed your assets, let’s discuss your liabilities—specifically, how much you owe on those assets. For real estate, review your most recent mortgage statement to determine your remaining liability, then compare it with your amortization schedule to see how much of your monthly payment is going toward the principal.

			If you’re unsure of your liabilities, contact a credit bureau for a detailed list of your outstanding loans. Be sure to review your credit report annually to ensure its accuracy.

			Also, consider any personal debt, including medical bills, credit card balances, student loans, and auto loans. Do you have a plan to manage this debt? Do you know when you could be debt-free?

			Understanding and Managing Debt

			Debt is the amount you owe, often for assets that lose value over time. Carrying too much debt can hinder your financial progress and reduce your net worth. Finance charges can significantly limit your investing opportunities. In my experience, debt has definitely slowed the company’s growth.

			When we decided to intentionally scale the company, we brought in a lot of new hires all at once. Most of them didn’t work out, and almost overnight, I found myself with over a hundred thousand dollars of debt on the business line of credit. Aggressive scaling requires substantial capital, and the necessary processes must be built very quickly—almost overnight—to overcome inefficiencies and turnover issues.

			This is one of the main reasons many small business owners resist growing beyond their comfort zones—it can lead to chaos, inefficiencies, and significant cash outflows.

			Debt can be leveraged to buy income-producing assets—or it can drain all your future investing opportunities if not used for the right purpose. When calculating return on investment, you must consider the cost of money along with other risk factors. 

			

			If you have more than $10,000 in credit card debt, don’t fool yourself into thinking the 0.00 percent interest rate will last. Make a plan and pay it off for good. Using debt to buy properties, on the other hand, can be a sound investment—provided it generates positive returns and is viable in the long term.

			Do Not Underestimate the Power of Non-Financial Assets

			When we prepare financial statements, we focus on money and other financial assets. However, it’s also important to recognize that individuals and organizations possess many non-financial attributes that can be even more valuable. These intangible assets often contribute significantly to business valuation and earnings potential.

			What are some examples of intangible assets that hold real value?

			For individuals, these may include education, professional expertise, a positive attitude, and even personal connections or a strong business network. For businesses, intangible assets can include operational systems, company culture, leadership style, and the strength of the business network. Your network is your net worth. 

			Although these assets are harder to quantify, they are invaluable in accelerating both personal and business growth. As a business owner, having systems that function like clockwork can lead to higher profit margins and increase the value of your business. If customers enjoy working with your company, it will likely boost profits—even if that goodwill doesn’t appear on your balance sheet until the day you sell. 

			Increasing Your Net Worth

			Ultimately, the goal is to increase your net worth. Once you’ve calculated your total assets and liabilities, subtract your liabilities from your assets. The result will be either a positive or negative net worth. A negative net worth indicates that your liabilities exceed your assets, in which case it’s wise to consult a professional for a debt reduction plan and investment strategy. If you have a negative net worth and experience a taxable cancellation-of-debt event—such as receiving Form 1099-C from your bank for canceled credit card debt—you may be able to exclude that amount from your income under the IRS insolvency rules.

			Your non-financial assets—such as experience, education, business connections, and similar attributes—are generally not included in your net worth calculation unless a monetary value can be assigned to them. While these assets may not appear directly on your balance sheet, they can lead to increased income for you and your company over time.

			Focus on building positive net worth and cash flow. Commit to increasing your net worth this year and beyond by making long-term financial decisions that align with your goals.

			Building wealth requires strategic planning, discipline, and a commitment to action. With the right mindset and resources, you can achieve financial freedom.

			Once you gain clarity on your financial position, we’ll set goals to improve it over the next few years. Your goals should reflect only actions within your control. Market fluctuations can create opportunities for investment and successful sales, but ultimately, we’ll develop a plan that puts you in charge.

			Set Financial Goals for the Next One to Three Years and Develop Strategies to Increase Business Net Worth

			What are some ways you can begin building a positive net worth—or increase the net worth you already have? Keep in mind that net worth comes from multiple sources of investment, so it’s essential to apply a variety of strategies to help it grow.

			

			At some point, we all face financial challenges. I’ve been through my share as well. In 2007, within just two years, I lost my job, had my property in Florida foreclosed, took time off to study for the CPA exam, and decided to move to Colorado. It was a chaotic time in my life, and I found myself deep in debt with a damaged credit score.

			Despite all of this, I chose to start my business. When I met with my first financial advisor, I told her I wanted to open a Roth IRA and contribute $100 a month. To my surprise, she simply said, “Natalya, just pay off your debt!”

			I had a mountain of debt—student loans, a car loan, and a pile of credit card debt. Her straightforward advice gave me the push I needed to regain my strength and focus. I share this story to encourage you and offer hope if you find yourself in debt right now, just as I once did. Don’t be discouraged—build a plan and start paying it off.

			If you’re a doctor, dentist, lawyer, or veterinarian, you’ve likely accumulated significant student loan debt due to the substantial financial investment your career requires. Even though the interest rates on these loans are typically lower than those on credit cards, don’t treat them—as Dave Ramsey puts it—like pets living in your home for ten to fifteen years. Make a deliberate decision to pay them off sooner, regardless of the interest rates.

			Here are some tips that helped me:

			Create a debt reduction plan. 

			Step 1: List all your debts from the smallest to the largest.

			Step 2: Begin repaying them, starting with the smallest. Don’t focus on the interest rates at this stage—paying off smaller debts first builds momentum and gives you a sense of accomplishment.

			

			Step 3: Before tackling your debt, make sure you have at least three months’ worth of savings to cover both personal and business expenses.

			Step 4: Create a detailed repayment plan. Include projected payments and a timeline for eliminating each debt, taking accrued interest into account. Be sure to map out your cash flow so you can manage payments without incurring new debt while working to pay off existing obligations.

			I used Dave Ramsey’s Financial Peace University program when I began my debt repayment journey, and I highly recommend it. The course consists of several steps that, if followed, can be extremely helpful in creating a debt reduction plan. Ramsey has taught millions of people how to get out of debt through small, disciplined actions. His program is simple yet incredibly effective.

			I listened to the program’s CDs daily, which helped me stay aligned and focused on paying off my debt as quickly as possible. If you think it’s impossible to aggressively reduce your debt, I’m here to tell you it’s not.

			When I was paying off debt, I earned $12,000 per year for two years (this is how I started my business). I shopped at Goodwill—where I even bought professional books—and my ex-husband and I lived in affordable housing because he worked there. Needless to say, this was the most financially difficult time of my life. 

			What would be your first steps if you’re planning to get out of debt? 

			Create a financial budget for both your household and your business. Review your bank accounts and credit card statements, and cancel any unnecessary subscriptions. Use the resources you already have to make progress in your life—read those finance books you’ve purchased, listen to podcasts (they’re great and free), and stay motivated to achieve your financial goals.

			

			How to Increase Your Income to Accelerate Investment Goals 

			If you’re employed, there are several ways to increase your cash flow. One approach is to focus on becoming more efficient and proactive in your role—making yourself indispensable to your leadership team and, ideally, becoming part of that team.

			You might also consider taking on a second job or freelance work on a per-project basis, which often pays more than hourly roles. While changing jobs for a higher salary can be a viable option—especially if you’re seeking career advancement—it’s important to weigh your loyalty to your current employer against the potential benefits of a new opportunity.

			Another strategy is to pursue professional licenses or certifications in your field. For example, in our CPA firm, team members receive an immediate $10,000 raise when they become licensed as Enrolled Agents.

			If you own a business, there are various strategies to boost cash flow. Start by improving your cash collection policies, raising your prices, or increasing your customer base. Evaluate how you currently collect payments from clients. What procedures are in place for customers who fall behind on payments? Do you have systems to track when your cash balance fluctuates—and to help you understand why?

			If your business is seasonal, are you planning ahead for those cycles? Consider strategies such as encouraging clients to prepay for services, offering monthly subscription models, or ensuring payments are collected at the time services are rendered. Make sure you accept all major forms of payment, including credit cards. These practices should be documented in a formal policy or business handbook.

			It’s also important to add value for your customers and become a trusted partner—so that your invoices are prioritized. In our firm, for example, we offer three types of monthly packages, depending on the complexity of a client’s business. These include tax advisory services, which involve creating a customized tax savings plan and meeting with clients quarterly to ensure the plan is being implemented effectively. Over the past few years, we’ve saved our clients hundreds of thousands of dollars in taxes!

			Our Intentional Growth Package for businesses under $3 million offers bookkeeping, tax, and business advisory services, as well as coaching and preparation of all necessary business and personal income tax returns.

			Our Strategic CFO Package provides CFO (Chief Financial Officer) services for growing businesses with more than $3 million in revenue—particularly those striving to grow, scale, and eventually sell for a multiple of EBITDA (earnings before interest, taxes, depreciation, and amortization). This package includes advanced financial analysis and advisory services.

			Both packages are billed at a set monthly fee, invoiced either on the 1st or 15th of each month. Could your business implement similar service offerings and billing structures?

			Additionally, we recommend maintaining cash reserves to cover at least three months of operating expenses. Having access to lines of credit can also be helpful. If you’re saving for large investments, consider opening a high-yield savings account—often available through credit unions—which typically offer better interest rates.

			Stay on top of customer collections by reviewing accounts receivable aging reports weekly and maintaining strong collection procedures. Our firm used to operate as a traditional CPA firm, billing clients after services were rendered. While most clients eventually paid, we spent valuable time sending reminders and following up on unpaid invoices. Now, we charge upfront or use monthly billing. Could a similar system work for your business?

			

			Remember, business is a game of rules and confidence—but don’t be afraid to adjust the rules in your favor to improve cash flow and overall business health.

			How to Prepare for Investing in Your Business, Real Estate, or Both

			First and foremost, it’s essential to maintain a strong credit history. While there are creative strategies for purchasing a business with zero down payment or securing seller-financed real estate, these are more advanced tactics that I believe are best suited for those with greater experience.

			Many of us start out as bootstrapped entrepreneurs. We launch our businesses with limited resources—often without cash or clients—and finance growth using personal credit cards. When I started my business, I was growing it one client at a time and had poor credit due to a recent foreclosure and no access to credit cards. At the time, I didn’t even consider the option of buying an existing business instead of building one from scratch, so I wasn’t overly concerned about my credit score. Looking back, I realize I chose a more difficult and inefficient path to business growth.

			I’ll talk more about buying a business in a future chapter, but for now, I encourage you to start brainstorming what kind of business you might want to purchase. I recommend buying a business because you’re not only acquiring the business itself and its clients—you’re also gaining its social presence, systems, and team members who already understand the processes.

			Most importantly, with so many business owners retiring, you may be able to purchase a business with truly zero out-of-pocket costs—fully seller-financed at a reasonable rate. In some cases, the original owner may even agree to stay on and work in the business for a few years if needed.

			

			If you’re looking to invest in real estate but don’t have the typical 20 percent cash required for a down payment, one option is to convert your current primary residence into a rental property and purchase a new home as your primary residence. For example, I’ve had clients who, after living in a townhouse and preparing to start a family, chose to rent out their original home while moving into a larger house. In my opinion, this is one of the smoothest transitions—it doesn’t require a significant out-of-pocket investment, and the interest rates are generally lower.

			I did the same thing in 2021. I bought my house in 2017 and refinanced shortly after, locking in a 2.9 percent interest rate. Even though the house isn’t small, I chose to keep it because my monthly payment is only $1,900, while I can rent it for $3,200. Maybe when it’s paid off, I’ll explore better investment strategies, but for now, keeping it makes sense to me.

			I definitely do not recommend financing investments through your IRAs or 401(k)s. I’ve seen clients empty their retirement accounts, paying significant taxes and penalties on the withdrawals—or worse, selling off their real estate portfolios.

			Perhaps I’m advocating a more conservative approach to investing, but I’ve seen people lose not only their businesses but also their entire savings.

			Invest in Yourself First

			Always make it a priority to invest in yourself. Focus on expanding your technical knowledge and broadening your mindset to see more possibilities and reach greater heights. Surround yourself with driven, like-minded individuals, form mastermind groups, and support one another in achieving your highest potential.

			When I started my business, I discovered an incredible opportunity for growth through self-development. I didn’t have supportive business partners—in fact, quite the opposite—so I left the CPA firm where I had been a partner for two years to start my own firm. It was an uncomfortable and scary transition, and my confidence had taken a hit from the previous partnership. However, as my business grew and succeeded, so did my confidence.

			I invested a significant amount of time and money into professional development coaches and courses, and I can confidently say that each event, coach, and course helped me build confidence and expand my mindset—one step at a time. The more I invested in personal growth, the more I grew financially.

			One thing I’d like to share that helped me continue growing along the way: when you’re looking for a coach, make sure he or she is more successful than you in the area you want to excel in. For example, if you’re seeking a coach to help scale your company, be sure that coach has experience scaling businesses to the level you aspire to reach.

			Dream Big!

			I can confidently say that every one of my dreams has come true since I moved to the United States in 1998. Growing up in a small town in Russia, I dreamed of living in the United States from the age of sixteen. My goal was to attend university, learn English while still in Russia, and meet my “knight in shining armor” who would travel to Russia and bring me to the U.S. I didn’t get into university due to my limited English skills at the time, but the universe always finds ways to support you when you have a clear vision.

			I’m sure you have your own stories of success and moments of luck—and much of that stems from having a clear vision and strong desire. It’s easy to get overwhelmed, lose focus, or doubt your abilities, but it’s crucial to refocus your energy and create a detailed plan for reaching the next level.

			

			I encourage you to write down your goals for the next three to five years and identify the specific steps needed to achieve them. Most importantly, attach a strong “why” to each goal—understand why it matters to you and how it will transform your life.

			Each year, I write my New Year’s goals by selecting several life areas, such as personal relationships, health, business, experiences, and finances. What I focus on in these areas tends to come to fruition. It’s also fun to revisit my goals years later and see what I’ve accomplished! 

			Surround Yourself with Supportive People

			Nothing is more valuable than surrounding yourself with motivated, open-minded, and successful individuals. As the saying goes, “You are the average of the five people you spend the most time with.” Don’t be afraid to outgrow people, and don’t worry if you lose some friends or clients as you grow in both business and life—it’s a natural part of the journey.

			I lost several friends, but I also found new ones who shared the same desire to grow. Some of the best places to build new relationships include seminars, book clubs, networking events, online communities, social media, and other shared-interest spaces.

			Invest in Self-Development

			Continuously invest in your own self-development by following and learning from highly successful people. I listen to numerous podcasts and audiobooks and regularly attend professional development events—you should do the same. Keep in mind that professional development expenses, such as books, seminars, and associated travel costs, are tax-deductible. It’s one of the many perks of being an entrepreneur: investing in your growth while also reaping financial benefits.

			

			The more you invest in yourself, the more possibilities you’ll see for your business and your life. I’ve realized that the most crucial part is actually implementing what you’ve learned. Implementation is truly the key to success.

			Now, let’s discuss how you can start your own business!

		

	
		
			Chapter 2

			Investing in a Small Business (or Businesses)

			Nothing will provide you with more financial freedom and professional growth than investing in your own business in the right industry. The tax code is structured to benefit small businesses, encouraging entrepreneurs to invest, grow, and thrive. In this chapter, I’ll share the story of how I built my business, reflecting on the lessons I learned along the way—including the mistakes I made and what I would do differently if I could start over.

			Buying vs. Starting Your Own Business

			In October 2009, I was laid off from a small CPA firm where I had worked for only a few months. I’ve always considered myself “unemployable” because I never enjoyed working for someone else, so in hindsight, the layoff was predictable—though I wasn’t prepared for it. This unexpected event led me to start my own business. I sought guidance from SCORE volunteers, and they advised me to consider buying an existing CPA firm instead of building one from the ground up. I was so determined to start my firm that I didn’t fully consider the advice I was given. 

			

			Despite the fact that my team and I have built a seven-figure company over the past eleven years, I can confidently say that I chose one of the more challenging paths to business ownership. Knowing what I do now, I would definitely opt to buy a firm with significant growth potential and build upon it. Here are ten reasons why I would make that decision:

			

			
					Experienced Team in Place: You inherit a team that already has established relationships with your new clients. This gives you time to focus on working on the business rather than getting bogged down answering every client question yourself.

					Proven Infrastructure: The business comes with a tested infrastructure that has already demonstrated its ability to generate profits—saving you time and energy otherwise spent setting up systems from scratch.

					Licensing in Place: In many cases, the business already holds the necessary licenses, eliminating the need for lengthy and complex application processes.

					Established Client Base: You are purchasing an existing book of business, allowing you to assess and be selective with clients. This means you won’t have to take on just any client to generate cash—an approach that often leads to a chaotic, reactive business environment.

					Reliable Forecasting: With historical data available, it’s much easier to forecast cash flow and plan for the next phase of growth, giving you a clearer picture of where the business is heading.

					Predictable Revenue and Immediate Cash Flow: When you buy a business, you’re purchasing a stream of predictable revenue and the owner’s discretionary income, which provides immediate cash flow.

					Financing Options with Positive Cash Flow: Financing often allows you to maintain positive cash flow even while carrying loan balances. Typically, financing terms range from three to ten years. With a large number of business transitions occurring in the U.S.—especially from retiring owners—there are opportunities to find favorable deals, often with owner-financed terms.

					Tax Advantages: If you’re purchasing the assets of the business, you may be able to amortize the cost of goodwill over fifteen years. You may also qualify for benefits under Section 179 of the tax code, allowing you to deduct the depreciation of fixed assets in the first year of purchase.

					Upsell Opportunities: Newly acquired businesses often offer significant opportunities for upselling. You can introduce additional services to the existing client base, increasing client spend and overall revenue.

					Established Reputation and Online Presence: The business you acquire will likely have an existing reputation and possibly a social media presence—resources you can enhance rather than build from scratch.

			

			In summary, buying an existing business offers several advantages—from immediate revenue to established infrastructure and proven profitability—making it a strategic alternative to building from scratch. Over the next several years, the market will likely present numerous opportunities to purchase businesses at discounted rates due to a wave of retirements among current owners. Keep an open mind and maintain access to cash for potential acquisition opportunities.

			That said, you may prefer to start a business from scratch—especially if it involves innovation, new technology, or a unique strategy. Many successful businesses are launched this way. Ultimately, the choice is yours.

			

			Growing Your Business 

			Let’s say you decide to start your own business from scratch. Typically, we build our businesses as technicians—meaning we’re skilled in a specific trade, serve our clients personally, and end up growing the business by default. This is how about 90 percent of businesses get started. However, even if we’re experts in our field, we often don’t know how to scale our businesses effectively. That’s why it’s important to take a few key steps: invite and collaborate with a board of advisors to guide your growth, master your marketing and sales, gain clarity on your product offerings, create SOPs (standard operating procedures), and develop your financial literacy.

			Assembling Your Business Advisory Team

			“Surround yourself with people who keep you looking toward the future rather than the past.”

			—Dan Sullivan, Strategic Coach®

			As we discussed earlier, building a seven-figure business requires more than just a great product or service—it also demands a solid team, well-structured systems, and a multi-million-dollar mindset. Let’s look at the key players you need on your business advisory team and how to communicate with them effectively to stay accountable, informed, and encouraged throughout your journey. Yes, I said encouraged! Building a positive financial net worth is no easy task, and it’s essential to surround yourself with like-minded individuals who will help keep you focused and motivated toward your goals.

			Achieving personal and financial success is a team effort—and the same applies to building a successful business. You simply cannot grow a seven-figure business without surrounding yourself with positive, uplifting, and successful people. The secret to success often lies in the company you keep. Are you spending time with open-minded risk-takers who are focused on positive results and meaningful goals? Or are you surrounded by individuals who blame others for their failures, avoid risks, and lack vision?

			Choose your friends and team members carefully—not just for their professional qualifications, but also for their mindset and ambition. Are they supportive of your goals? Do they celebrate your successes with you? If so, treasure and nurture these relationships—they are valuable assets in your life.

			Building strong relationships isn’t just important for your personal life; it’s equally crucial in business. You’ll need a reliable and professional team to support your growth. This team may include: 

			
					CPA (Certified Public Accountant)

					Business and Litigation Attorneys

					Estate and Trust Attorney 

					Real Estate Attorney 

					Banker

					Mortgage Broker

					Insurance Broker 

					Real Estate Broker 

					HR (Human Resources) and Payroll Specialist

					Business Coach 

			

			These individuals bring years of specialized experience in their respective fields and can help you achieve your business goals more effectively. Building strong relationships with your advisory team also opens doors to a network of referral partners, creating a mutually beneficial cycle of growth and success.

			To get started, here’s a simple action plan:

			

			
					List your current referral partners and team members. Identify the professionals you already work with who contribute to your business success.

					Identify potential team members. Make a list of professionals you need to connect with to elevate your business. Reach out to friends or colleagues for referrals.

					Develop a networking calendar. Plan for at least one networking meeting per week—whether it’s with a referral partner, client, or friend—to deepen relationships and drive business growth.

					Create a regular meeting schedule. Aim to meet with your key team members and referral partners at least once a quarter, whether over lunch or coffee.

					Create a mastermind group. Assemble a group of like-minded, uplifting individuals to share your business challenges, victories, and progress. Accountability is key when striving for next-level success.

			

			Choose your team members wisely, ensuring that they share your vision and core values. The right people will help you grow not only your business but also your confidence and mindset.

			Another option is to hire fractional professionals, such as a fractional COO, CFO, CMO, or CTO. These individuals are highly knowledgeable and experienced in their fields but are often too costly to hire full-time. Hiring fractional professionals is typically more manageable financially while still giving your business the structure of a fully staffed company.

			Stepping Outside Your Comfort Zone

			As you grow your business, how do you handle fear and uncertainty? Are you afraid of rejection? Do you remember a time when you were hesitant to charge the fair value for your services, fearing a lack of clients—only to realize later that those clients weren’t ideal for your business?

			I believe business ownership strengthens you psychologically, mentally, and spiritually. It pushes you beyond your comfort zone—whether it’s charging a fair market price for your services, investing in growth, or launching a product or service you’re unsure the market will embrace. Stepping into discomfort is a sign of growth—congratulations! I still remember the anxiety I felt on payroll day, watching the significant sums of money leave my business bank account for salaries, taxes, insurance, and rent. It was a new and uncomfortable experience at first.

			The key is not to shrink back in response to discomfort but to expand even more—grow your sales, grow your team, and grow your customer base. The more you grow, the greater the impact you’ll have on the people you serve and those around you. Both personal and business growth happen outside your comfort zone. That’s why business ownership is not just about financial success but also about personal development.

			Marketing and Sales

			I started my business in 2010, and the marketing landscape has changed significantly since then. With the rise of social media, affiliate marketing, SEO, and email marketing, the tools we use have evolved and improved considerably. However, the core principle remains the same: we’re still connecting with people, and their fundamental needs haven’t changed.

			As you grow your business, remember that every aspect of your operations requires a well-defined process and system. Avoid sporadic, inconsistent actions. Instead, focus on clarity—understand who your ideal client is, define the services you offer and at what price, map out your service delivery process, and ensure you can predict revenue from specific marketing activities. These areas must be addressed before launching any marketing campaigns.

			What are the best and most effective marketing strategies for your business? After many years in the accounting industry, I initially relied on traditional marketing methods—especially referrals. While referrals can be an effective way to grow your business, they often don’t give you control over the type of client you attract. They can also result in an inconsistent flow of leads, making it difficult to predict growth.

			If your goal is to add more value for your clients and increase your pricing, relying solely on referrals may lead to lower closing rates. While referrals are a valuable supplement, your primary source of clients should come from multiple marketing channels.

			Here are a few strategies you can use to grow your business:

			
					Build a Google Business Profile and encourage your clients to leave five-star reviews. People place a great deal of trust in online reviews, and this can be a powerful way to boost your credibility.

					Leverage SEO, Google Ads, Facebook/Instagram ads, and other paid media. These can be highly effective. In my work with clients, I’ve seen Google Ads deliver a return on investment (ROI) of up to five times, depending on the industry and ad strategy. Be sure to discuss expected ROI with your marketing team and establish clear key performance indicators (KPIs). If a marketing company is unwilling to guarantee results or resists accountability, it’s best not to hire them.

					Explore affiliate marketing by partnering with others who can promote your services in exchange for a commission.

					Engage in networking, attend conferences, create webinars, and produce social media content. Being a guest on podcasts or creating videos can help you reach a broader audience. And of course, don’t forget to ask for referrals. It’s important to measure all your marketing efforts—not only in terms of financial returns but also in terms of time investment. For example, I was a member of a BNI group for ten years. While I built meaningful relationships and retained some clients during that time, the time and effort I invested didn’t yield as high a return as I might have seen from investing that time in creating social media content.

			

			Before you begin your marketing efforts, make sure you have a clear picture of your ideal customer (marketing avatar), as well as your marketing calendar, message, budget, and key performance indicators (KPIs). This preparation will enable you to execute a more effective and efficient marketing strategy.

			Implementing a Sales Strategy

			Once you have a potential client booked on your sales calendar or responding to a phone inquiry, what’s the next step? How can you maximize your closing rate? How do you assess whether a potential client is the right fit for your business? What services would be most suitable for them?

			To make these decisions with clarity—whether to accept a potential client or determine which services best meet their needs—you need an effective sales process. While marketing efforts get the phone ringing or appointments scheduled, there’s still work to be done before a prospect becomes a client. As you may know, converting a prospect into a client requires a systematic approach—commonly referred to as a sales process. A solid sales process is critical to your business, and many books explore the intricacies of building one.

			It’s often said that “fortune lies in the follow-up.” Did you know that the majority of sales close after the third, fourth, or even seventh follow-up? It’s astonishing how much revenue can be lost simply by neglecting to follow up. In the CPA world, it’s common to assume that clients need us more than we need them—but how often has a CPA followed up with you? Probably not much. We’ve found that by following up two or three times, our closing rate has increased by about 70 percent.

			The key takeaway here is that sales is a process, and it must be followed precisely. This includes knowing what to say (many businesses rely on scripts), how to say it, when to follow up, and what the next steps are. You need to implement a clear sales process with predictable outcomes to ensure consistency across your sales team.

			What about prospects who haven’t purchased from you yet? Do you have a CRM system in place to nurture these relationships and maintain communication? Are you tracking your KPIs, closing rate, and client lifetime value? Business is an exact discipline, and having the right metrics and systems in place can make all the difference in achieving success.

			The Challenge of Scaling the Business

			If you think starting a business is tough, try scaling it! Did you know that about 80 percent of businesses in the U.S. are run by solopreneurs? That means these businesses operate without any employees. In this setup, the owner does all the work and handles every aspect of the business alone. But is that really a business? It’s more like a job. If you were to step away, would your business continue to run smoothly without you? In most cases, the answer is no.

			This type of business typically lacks leverage and resale value because it’s entirely dependent on the owner. It’s nearly impossible to achieve seven-figure revenue with this model unless you have highly efficient technological processes in place—and in most cases, that’s not realistic.

			

			That said, it can be a perfectly suitable model for many freelancers, consultants, and solopreneurs. For most, it offers a lifestyle with greater flexibility and higher earning potential than they might have working as an employee.

			However, the drawbacks include limited resources, lack of leverage, and the absence of saleable assets. As a result, this business model generally does not support a meaningful business sale. What does make a business attractive for sale—at multiple times EBITDA (earnings before interest, taxes, depreciation, and amortization)—is a scalable, profitable business model.

			Transitioning to a Scalable Business

			To grow and scale your business, you need a team. As your business evolves, so must your role as an owner-operator. This shift is one of the most challenging—yet crucial—aspects of business growth, especially if your goal is to build a self-managing, scalable company that can eventually be sold at a high value.

			I’m currently in the process of transitioning my role into that of an advisor to the business, and to say the least, it’s a very challenging task!

			What Does It Take to Successfully Scale a Business?

			Scaling a business requires several key elements:

			

			
					Building a great team that can manage and execute tasks effectively

					Creating SOPs (standard operating procedures) to ensure consistent operations

					Achieving clarity on product and service offerings so you can serve your clients with focus and precision

					Maintaining financial stability to support growth and weather challenges

			

			Let’s begin our discussion by focusing on the most critical foundation: the financial side of the business.

			How to Approach Business Finances: Your First 100 Days as CFO of Your Business

			After years of working closely with small business owners on their accounting and tax needs, I’ve developed a strong sense of when a business owner is on track to make money—or lose it. Often, it’s not even about the numbers themselves, but about what’s revealed through conversations around how they lead and manage their operations.

			What do I mean by that? It comes down to whether the owner maintains a laser focus on their financial reports and daily operations. Do they truly understand their financials and take the time to review them regularly?

			Our CPA firm offers monthly tax and business advisory packages, which include quarterly meetings with clients to review their financials, projected cash flow, tax liabilities, and any other pressing business questions. Those who consistently show up for these meetings tend to run more profitable businesses and are never blindsided by tax surprises.

			Take, for example, a situation we encountered with several businesses in the same industry, each with similar financial opportunities. Some owners thrived, earning multi-figure incomes, while others struggled and were losing money. What was the difference? The successful owners were well-organized, managed their operations efficiently, and kept a close eye on expenses like payroll. Meanwhile, the less successful owners ran disorganized operations, had sky-high payroll costs, and spread themselves too thin with other ventures—wasting both time and money. It’s a powerful reminder that being proactive and intentional in managing your business can make all the difference.

			Another area of challenge can arise depending on your industry. Not all businesses are created equal. Some naturally enjoy higher profit margins, often because of the industry they operate in. These businesses typically have lower overhead costs (aside from payroll) and rely heavily on their reputation and marketability to set pricing.

			Personal service businesses are a good example, as they can charge a premium based on their brand and expertise. Accounting, bookkeeping, tax preparation, marketing, and medical offices are all strong examples of personal service companies.

			Other industries—such as restaurants, bars, and coffee shops—can be more challenging to run. Despite the perception of profitability, many clients I’ve worked with have experienced significant financial losses or very low profit margins in this field. Successfully operating a restaurant requires a deep understanding of the industry and several years of experience to navigate its complexities. This is where CPAs can provide valuable support.

			Why Business Owners Often Skip Consulting with CPAs

			Unfortunately, many business owners overlook the importance of consulting with their CPA before launching their ventures. While they may seek legal advice to draft agreements or contracts, CPAs often hear about the new business only after it’s already in motion—when it may be too late to offer meaningful guidance.

			Starting with a good idea and some initial funding might seem sufficient, but without a sound business model, a venture can quickly become unsustainable.

			

			The Fear of a CPA’s Criticism

			Business owners may shy away from early consultations because they fear their CPA will critique their business plan. Accountants do, after all, have a reputation for focusing on risks and potential pitfalls.

			While I strive to maintain a positive and enthusiastic approach, I’m also honest about financial realities. Optimism is important—but never underestimate the value of a realistic second opinion from an accountant.

			Steps to Take Before Starting a Business

			Before you invest in buying a business or starting your own from scratch, we accountants strongly recommend following certain steps to increase your chances of success.

			
					Consult an Accountant in the Early Stages of Your Business Operations

			

			Before buying or starting a business, be sure to speak with an accountant. Their perspective can help you refine your plans and ensure you’re entering the market with a realistic understanding of what to expect. Some businesses simply aren’t feasible to grow, or the profit margins may be so low that entering the industry wouldn’t be a sound decision.

			
					Do Your Research

			

			If you lack experience in a particular industry, take time to learn about it before investing significant resources. Speak with CPAs, business coaches, and advisors to gain insights. While learning from others is essential, make sure you also have a genuine passion for the business you’re pursuing—otherwise, you may be tempted to give up when challenges arise.

			

			
					Listen to Your Intuition

			

			Beyond consulting professionals, it’s also important to trust your gut. A client once shared that she ignored her intuition, which had warned her to stop investing in a venture after reaching a $10,000 threshold. She ultimately lost fifteen times that amount by not listening to herself.

			Establishing a Solid Financial Process

			When running a business, it’s essential to rely on accurate financial data to measure performance and drive improvement. By implementing key strategies, you can increase profitability and reduce stress. Below are several strategies that, when applied consistently, can help you achieve these outcomes.

			Daily, Weekly, and Monthly Financial Activities

			Once your business is up and running, consistent financial management is key to sustainability. Understanding your financial data empowers you to make informed decisions. Knowing how much each business action costs can save you money on operating expenses, interest, and—most importantly—taxes. Here’s how you can structure your activities to stay in control of your finances:

			

			
					Daily Cash Flow Monitoring: Make it a habit to review your bank balance daily. This helps you stay on top of cash flow, identify discrepancies, and plan for upcoming expenses. Tools like mobile banking apps can make this task quick and convenient.

					Weekly Financial Review and Collections: Hold weekly team meetings to review performance and progress on current projects. Discuss production goals, assign billing tasks, and ensure invoices are sent promptly. Timely billing is essential to maintaining healthy cash flow—after all, the longer an invoice remains unpaid, the harder it is to collect.

					Monthly Reconciliation and Financial Analysis: At the end of each month, reconcile your bank and credit card accounts and review your financial reports. This routine provides a clear picture of your financial position and supports informed decision-making for your business’s future.

			

			Managing Your Accounting with Technology

			Using Software Like QuickBooks, Xero, Wave, etc., for Efficiency

			Technology can greatly streamline your accounting and financial tracking. Invest time in learning how to use software like QuickBooks Online (QBO) or similar platforms. These tools offer real-time data sharing, paperless documentation, and improved collaboration with your accountant. It is standard practice for CPA firms to utilize QBO (QuickBooks Online), unless your business generates several million dollars in revenue and has outgrown the platform. 

			
					Setting Up Your Accounting System

			

			If you’re new to QuickBooks or any other accounting software, start by connecting your business accounts and setting up rules for regular transactions. This initial setup allows the system to automatically categorize expenses, saving you time in the long run.

			
					Avoid Holding Your Data Hostage

			

			Make sure you or your accountant have immediate access to your accounting software. Relying on a bookkeeper who stores data on a personal device is risky and can create problems if they become unavailable. Always ensure you retain control over your business’s financial data. This is a common concern when using QuickBooks Desktop.

			

			
					Working with a CPA or Accountant to Receive Financial Reports in a Timely Manner

			

			Make sure your accountant reconciles your bank accounts and records journal entries on a monthly basis—you need to review your financial statements every month. At our firm, we offer several packages for growth-oriented entrepreneurs, which include reviewing and delivering monthly financial reports in a timely manner, along with advisory services. This means we also go over the reports with you to ensure you understand them.

			Building a Strong Financial Foundation

			Is your goal to run your business with positive cash flow? Save as much money on taxes as possible? Build a successful financial business model? If so, you must implement the following systems and processes in your business.

			Actionable Steps for Success

			Here’s a summary of actions you can take to ensure financial stability and long-term success:

			
					Hire a Trusted Accounting Professional

			

			A CPA or fractional CFO can provide valuable insights into your financials and assist with proactive tax planning.

			
					Review Financials Regularly

			

			Analyze your financial statements monthly to ensure you’re meeting your goals and to identify opportunities for improvement.

			
					Stay Disciplined with Cash Management

			

			Monitor your cash flow daily and implement consistent collection procedures to avoid shortfalls.

			

			
					Leverage Technology for Efficiency

			

			Use accounting software that enables real-time data sharing and streamlines your financial processes.

			
					Develop and Follow a Clear Sales Process

			

			Ensure your sales team has a well-defined process to follow, leading to a higher conversion rate and a more predictable revenue stream.

			By implementing these strategies and maintaining a structured approach to both your finances and sales process, you will be better positioned for sustainable growth and long-term success in your business.

			Let me share some best practices we utilize in our firm:

			1. Daily Financial Review

			Every morning, I log in to review the financial position of our business bank account. This daily habit helps me monitor cash flow and quickly detect any suspicious or fraudulent transactions. It also allows me to see if any client payments have been disputed or declined due to insufficient funds, enabling us to address these issues promptly. Most of our revenue comes from monthly recurring fees, which means consistent cash flow; but it’s crucial to ensure everything is properly set up.

			2. Monthly Reconciliation and SOPs

			During our monthly account reconciliation, we often catch missed transactions. For example, if an ACH payment setup was not completed correctly, it might appear as though the payment was processed when, in fact, the funds were never charged. Following strong standard operating procedures (SOPs) is essential to prevent these issues and maintain smooth operations.

			3. Weekly Team Meetings and KPIs

			Each week, we hold a meeting to review our scorecards. During this time, we track key performance indicators (KPIs) such as new sales, collections, and other metrics that reflect our growth and performance. This regular review ensures the team remains focused on our goals and can address any challenges promptly.

			Importance of Revenue Billing and Cash Collections

			Billing and cash collections are among the most critical aspects of running a successful business. I frequently see clients struggle with issues such as undercharging, unbilled services, or uncollectible invoices. Ideally, your business model should include prepayments, ACH (recurring revenue), or billing based on a percentage of project completion. This minimizes the need for substantial accounts receivable balances and reduces the time spent chasing payments through reminders or collections.

			Challenges with Upfront Billing

			Transitioning to upfront billing can be challenging, especially when clients are accustomed to paying after services are rendered. In traditional accounting models, billing typically occurs after the work is completed, which often results in lost leverage. We’ve encountered resistance from clients who don’t understand why we bill upfront, as many businesses still follow the older model of post-service billing.

			Staying on Top of Collections

			If you continue to bill and collect after the work is completed, it’s crucial to remain diligent with your collections process. Make it a point to review your accounts receivable aging report weekly. This practice helps you keep track of outstanding payments and ensures that collections don’t slip through the cracks.

			Selecting Key Performance Indicators (KPIs) to Predict Future Business Performance

			Key performance indicators (KPIs) are crucial for driving business growth and development. They allow you to forecast future trends, evaluate current performance, and ensure your business stays on track. Identifying the right KPIs enables you to create scorecards, which offer a consistent way to measure progress and performance.

			At our firm, we use scorecards in our weekly meetings to assess how we are performing against our forecasted goals and past results. This approach allows us to track progress, compare it across team members, and make adjustments as needed. As the saying goes, “What can be measured can be improved”—and we’ve found this to be true. Implementing scorecards helps foster a culture of accountability and clarity, making them an invaluable tool for any business with employees that aims to build robust systems.

			Determining Essential KPIs

			To build effective accountability tools like scorecards, you must first identify the KPIs most relevant to your business. By focusing on a few key metrics, you can uncover trends and predict the future direction of your business. Below are some critical KPIs, categorized by their impact on different areas of your operations:

			Sales and Marketing KPIs

			
					Sales Growth: This KPI measures the increase in sales over a specific period. Tracking this metric helps you determine whether your business is on course to meet its growth targets. It can be measured in absolute dollar terms or as a percentage increase over time.

					Customer Acquisition Cost (CAC): CAC measures the cost of acquiring a new customer. This metric is vital for planning and predicting growth, as it helps you understand the investment required to gain new clients. For example, if you know it costs $307 to acquire a new customer, you can more accurately forecast your marketing spend and growth potential.

			

			Customer Service KPIs

			
					Customer Satisfaction Score (CSAT): Measuring customer satisfaction helps you assess how well your business meets customer needs. This information is typically gathered through surveys or feedback forms using a rating scale (e.g., one to five). High satisfaction scores are a strong indicator of repeat business and customer loyalty.

					Net Promoter Score (NPS): NPS measures the likelihood that customers will recommend your business to others. It is a valuable KPI for understanding customer loyalty and brand reputation. A high NPS often reflects strong word-of-mouth marketing and a positive overall customer experience.

			

			Operations KPIs

			
					Operational Efficiency: This KPI tracks how well your business utilizes resources—time, labor, and equipment—to deliver products or services. It can be measured by productivity ratios, such as output per hour worked or cost per unit of production. Operations KPIs measure business efficiency and, by extension, cash outflow. The more insight you have into your operational efficiency, the more profitable your business can become.

					Cycle Time: Cycle time measures how long it takes to complete a specific process, such as manufacturing a product or fulfilling a service request. Reducing cycle time can improve overall efficiency and increase customer satisfaction by delivering faster results.

			

			Financial KPIs

			
					Gross Profit Margin: Gross profit margin measures the profitability of your core operations and is calculated as (revenue – cost of goods sold) divided by revenue. A higher margin indicates better control over production costs and pricing. As with other metrics, financial KPIs provide a clear picture of your business operations and processes.

					Cash Flow: Monitoring cash flow is essential to ensure your business has sufficient liquidity to meet its obligations. Positive cash flow allows for reinvestment in growth opportunities, while negative cash flow may signal the need for operational adjustments.

			

			Human Resources KPIs

			
					Employee Productivity: Track employee output in relation to the time they spend working. This can help identify areas where additional training or process improvements may be needed to boost efficiency. Salaries and benefits are among the most significant and costly investments businesses make. More satisfied employees typically result in lower turnover, greater efficiency, and increased profitability.

					Turnover Rate: This KPI measures the rate at which employees leave your company. High turnover can be costly and may signal issues related to company culture, job satisfaction, or compensation structures.

			

			By identifying and consistently tracking these KPIs, you will gain valuable insights into your business’s performance and make data-driven decisions that support growth and long-term success. At our firm, we track sales growth, billable versus non-billable employee time, and revenue per employee (total revenue divided by the number of employees). We also measure total billing time per employee, calculated as billable time multiplied by the hourly billing rate. In a healthy, sustainable business, average revenue per employee should be approximately $250,000 per year.

			With so many KPIs available, selecting the most effective ones for your business can be challenging. Working with a fractional CFO (a service we also offer) and creating a tailored scorecard can help ensure you’re focusing on the metrics that matter most.

			Forecasting and Budgeting

			Difference Between Forecasts and Budgets

			Forecasts and budgets are both essential tools for financial planning, but they serve different purposes and offer distinct insights into your business’s financial health. Here’s a breakdown of the key differences:

			
					Purpose

			

			Budget: A budget is a detailed financial plan that outlines expected income and expenses for a specific period—typically a year. It sets financial goals and serves as a benchmark for managing costs and revenue. Think of a budget as a financial blueprint that guides your business toward its desired outcomes.

			Forecast: A forecast is a projection of future financial performance based on current trends and actual results. It provides an updated view of what could happen, factoring in recent changes in the market, operations, and other variables. Forecasts are more dynamic than budgets and can be adjusted as new data becomes available.

			
					Time Frame

			

			Budget: Budgets are usually created annually but can also be broken down into monthly or quarterly segments. Once a budget is set, it generally remains fixed for the period it covers, serving as a baseline against which actual performance is measured.

			Forecast: Forecasts are more flexible and can be updated at regular intervals—such as monthly or quarterly—to reflect the latest information. They are often used to revise expectations for the remainder of the year, offering a more current view of financial performance.

			
					Level of Detail

			

			Budget: A budget tends to be more detailed, outlining specific revenue targets, expense limits, and departmental or project-based goals. It is typically broken down into categories such as sales, expenses, overhead, and capital expenditures.

			Forecast: A forecast may be less detailed and focuses on high-level estimates of income, expenses, and cash flow. It provides a realistic outlook on where the business is headed financially, based on current trends and market conditions.

			
					Usage in Decision-Making

			

			Budget: A budget is used to set financial targets and manage spending. It helps control costs, allocate resources, and assess whether the business is on track to meet its financial goals. It also serves as a tool for accountability, allowing performance to be measured against planned targets.

			Forecast: A forecast is used to adjust strategies and support real-time decision-making. It helps management understand how changes in sales, expenses, or market conditions may affect future performance. Forecasts are often used to anticipate cash flow needs, adjust pricing strategies, or prepare for upcoming challenges.

			
					Flexibility

			

			Budget: Budgets are generally less flexible and are considered static plans. While revisions are possible, they are sometimes viewed as a departure from original goals, which may not be desirable. Budgets establish a financial standard to strive toward.

			Forecast: Forecasts are inherently flexible. They evolve as new information becomes available, enabling businesses to pivot strategies in response to actual results and market conditions. This makes forecasts more adaptable to the current business environment.

			
					Summary

			

			Budget: A static plan that sets financial targets and expectations for the year. It focuses on what the business aims to achieve and is used to control costs and guide spending.

			Forecast: A dynamic projection that adjusts based on current trends and actual results. It focuses on what the business is likely to achieve and is used to make strategic adjustments throughout the year.

			Both tools are crucial for effective financial management. A budget provides a financial target, while a forecast allows you to adapt to changing circumstances, helping ensure you stay on course as conditions evolve. We offer the creation and management of forecasted data using Fathom, as well as QuickBooks Online (QBO), to support your business. 

			Implementing Smart Tax Strategies

			As we build a profitable business, it’s important to focus on tax-saving strategies, as taxes are often among the most significant expenses. In this chapter, we’ll explore several strategies that not only help reduce your tax liability but also increase your financial net worth over time. In many cases, these strategies involve reinvesting in yourself or your business—so why not take advantage of tax incentives and learn how to play the business game by understanding and applying tax rules? 

			If you read this chapter and implement some of the tax-saving strategies outlined below, you could potentially save at least $10,000. While this isn’t a guarantee, it is entirely possible. Let’s review some of the most impactful tax-saving strategies, including deductions and credits:

			Entity Reclassification

			Choosing the Right Business Structure

			When starting or purchasing a business, I usually recommend forming a limited liability company (LLC) in your state of residence. While I’m not an attorney and cannot provide legal advice on liability protection, LLCs offer limited liability and exceptional flexibility. You can maintain an LLC as a disregarded entity, convert it into an S corporation when the time is right, or have it taxed as a partnership. In some cases, you might even need multiple entities—one for operating your business and another for holding real estate. Let’s explore these scenarios in more detail.

			Example 1: Starting a Business with Modest Revenue

			If you’re launching a business and expect your revenues to stay under $40,000 for the year, I suggest keeping your LLC as a disregarded entity. This means your business income and expenses will be reported on Schedule C of your personal tax return. All your net income will be subject to self-employment tax (FICA), which is 15.3 percent. After adjusting for half of the FICA tax, the remaining income will then be subject to regular income tax.

			Example 2: Growing Revenue and Converting to an S Corporation

			If your business is making over $50,000 annually and you anticipate continued growth, converting your LLC into an S corporation can save you significant money on self-employment taxes. The process involves filing Form 2553 with the IRS—a one-time election to have your entity taxed as an S corporation.

			Once the election is accepted, you’ll need to file Form 1120S for your S corporation’s tax return, due by March 15th (or September 15th with an extension). As an S corporation owner, you must pay yourself a reasonable salary—subject to the 15.3 percent FICA tax—while the remaining net income is only subject to regular income tax, not self-employment tax. This is where the tax savings can become substantial.

			If you miss the deadline to elect S corporation status (March 15th of the following year), you can still file a late, retroactive S election using Revenue Procedure 2013-30. This allows you to request that the IRS grant S corporation status retroactively to January 1st of the current year (if the election is made before December 31st), or to the previous year (if the election is made before March 15th of the following year). 

			For example, if it’s October 2024 and you want S corporation status for the entire year, you can request retroactive treatment by filing Form 2553 and referencing Revenue Procedure 2013-30. However, if your business is profitable and you’ve taken distributions, you must issue yourself a W-2 for the salary portion and pay FICA tax on the W-2 amount issued.

			Example 3: Holding Real Estate for Your Business

			If you’re planning to purchase a commercial building for your business operations, I recommend forming a new LLC to hold the real estate assets. This LLC can be structured as either a disregarded entity or a partnership. Your operating business (taxed as an S corporation) would then pay rent to the new LLC. It’s important to maintain a formal rental agreement and treat all transactions between the entities as arm’s-length to ensure they are recognized as unrelated business activities. This separation helps protect each entity and maintain a clear financial picture.

			When a C Corporation Might Make Sense

			In some situations, a C corporation may be a better fit. For example, if you have significant medical expenses, plan to raise capital, or aim to attract investors, a C corporation structure might offer advantages. However, the choice of entity type should always be discussed with a CPA and/or tax attorney, as each business scenario is unique and depends on the business owner’s specific goals and vision.

			Choosing the right entity structure is a critical decision that affects your tax liability, operational flexibility, and long-term planning. My goal is to highlight the various options available and help you align your business structure with your objectives. In future chapters, we’ll explore strategies such as cost segregation for additional tax savings. For tailored guidance, consult with a CPA who understands your specific needs and goals.

			Salary Optimization

			Optimizing Salary for S Corporation Owners

			I’ve seen many issues arise when it comes to establishing the right salary for S corporation owners. The goal of salary optimization is to ensure you pay yourself a fair wage to comply with IRS rules, meet your financial goals, and avoid overpaying yourself—an error that could undermine the tax benefits of your S corporation status. But how do you determine the right salary amount? What are the key rules for S corporation reasonable compensation?

			

			
					Requirement to Pay Yourself a Salary

			

			If your S corporation is profitable and you take distributions from the business, you must pay yourself as a W-2 employee. This means treating yourself like any other employee by running payroll and paying the associated payroll taxes. Failing to do so can result in the IRS reclassifying your distributions as wages, making them subject to self-employment taxes in addition to income tax.

			
					Using Salary for Retirement Contributions

			

			While paying yourself a salary as required by the IRS, it’s also beneficial to use that salary as a base for your 401(k) contributions. For example, if you have no other employees in your company besides yourself, you might choose a solo 401(k) as your retirement plan. As an employee, you can contribute up to the maximum limit of $23,500 in 2025 (either pre-tax or post-tax, depending on your strategy). Additionally, your S corporation can contribute up to 25 percent of your W-2 wages as an employer match. This strategy allows you to build retirement savings while optimizing your tax situation. You might also explore options like a mega backdoor Roth contribution or a SEP plan—we’ll cover retirement plans in more detail in later chapters.

			
					Using Salary to Pay Federal Taxes

			

			Another advantage of paying yourself a salary is the ability to withhold additional federal income tax directly from your paycheck if you haven’t made estimated tax payments throughout the year and need to catch up. This strategy can help you avoid penalties for underpayment of estimated taxes. By increasing your withholding on your salary, you may be able to reduce or eliminate IRS penalties.

			Risks of Underpaying Yourself

			Paying yourself too little—or not at all—can attract IRS scrutiny. If the IRS finds that your salary is unreasonably low, it may reclassify all your distributions as salary, subjecting them to payroll taxes. The risk is especially high if you take large distributions without a corresponding salary. This can also lead to complications if your distributions exceed the business’s basis.

			Determining a Reasonable Salary

			The key question is: What is a reasonable salary for your role in the business?

			Your salary should reflect the market value of your work and the services you provide. Several online tools can help estimate this, but each situation is unique. It’s always wise to consult with your accountant or engage a professional—like our firm—to ensure compliance and maximize your tax benefits.

			By taking the time to set the right salary, you can stay compliant with IRS rules, leverage retirement savings opportunities, and avoid potential pitfalls while benefiting from the tax advantages of an S corporation. And by not overpaying yourself, you can truly achieve the goal of tax savings through S corporation classification.

			Fixed Assets and Depreciation Expense Deduction

			When you run a business, it’s common to purchase assets that will serve your operations for more than a year. These long-term assets—known as property and equipment—are subject to depreciation rules, which differ between financial reporting (book purposes) and tax purposes.

			

			Tax Depreciation Options: Section 179 and Bonus Depreciation

			For tax purposes, you can deduct the cost of fixed assets more quickly by using Section 179 or bonus depreciation. Here’s how they differ:

			Section 179 Deduction: This allows you to deduct the full cost of qualifying fixed assets in the year of purchase, up to the amount of your business’s total taxable income. In other words, you can fully expense certain assets without spreading the deduction over multiple years.

			Bonus Depreciation: Under the 2025 tax rules, this allows you to deduct 40 percent of the cost of qualifying assets in the year of purchase—even if the deduction results in a taxable loss. This can be beneficial if you want to offset other income with a business loss.

			Using accelerated depreciation strategies, such as Section 179 or bonus depreciation, can significantly reduce your taxable income—and, in turn, your overall tax liability.

			Depreciating Vehicle Expenses with Accelerated Depreciation

			When it comes to vehicles, the rules for depreciation are specific:

			To maximize the depreciation deduction, the vehicle must be used more than 50 percent for business purposes and have a gross vehicle weight rating (GVWR) of over 6,000 pounds. For such vehicles, the allowable depreciation deduction can be up to $30,500 in 2025.

			If you use bonus depreciation for a qualifying vehicle, you may deduct 40 percent of the vehicle’s cost in the year of purchase.

			

			For vehicles weighing less than 6,000 pounds, the maximum allowable depreciation in 2025 is $20,400.

			Once you place a vehicle in service and choose to deduct expenses using actual costs—such as fuel, insurance, repairs, and maintenance—you may not switch to the mileage deduction method in future years.

			By understanding and applying the appropriate depreciation methods, you can maximize your tax savings while remaining mindful of the potential tax implications when selling the asset later. Always consult with a CPA to ensure you’re applying these rules correctly to your specific situation.

			If you sell an asset after full or partial depreciation, be aware of depreciation recapture rules. The gain from the sale will be subject to taxation to the extent of the depreciation you’ve claimed. This is particularly relevant when selling depreciated assets such as vehicles, as the recapture can generate taxable income upon the asset’s sale.

			Retirement Plans 

			There are several pathways for business owners to build financial net worth through retirement account contributions. As a CPA, my primary goal is to help clients save on taxes. However, this focus sometimes leads to disagreements with financial advisors, who often critique the tax-saving approach. Advisors frequently encourage retirement contributions using after-tax dollars, advocating for immediate tax payments in exchange for tax-free growth and distributions in retirement. In my view, the best strategy depends on individual circumstances, including age and long-term financial goals.

			Let’s review some of the most common retirement plans, starting with the Traditional IRA. For 2025, you can contribute up to $7,000 per year—or $8,000 if you’re over age 50. Your contribution limit is either your earned income or the annual cap, whichever is lower. If your spouse earns at least $14,000, you may contribute even if you don’t have personal earned income. Furthermore, if you’re not eligible to contribute to another retirement plan—such as a 401(k)—there’s no income limit based on your adjusted gross income (AGI). This means you may still make tax-deductible contributions to a Traditional IRA, even with a high income.

			If you have a retirement plan through your employer or small business—such as a 401(k) or SEP IRA—there are income limits to be aware of. For Traditional IRA contributions to remain tax-deductible, your income must not exceed $89,000 if you’re single or $146,000 if you’re married. If your income is above these limits, you can still contribute to a Traditional IRA, but your contributions will be non-deductible for tax purposes.

			In this scenario, there are alternatives. I typically recommend contributing to a Roth IRA (after-tax) instead, as long as your modified adjusted gross income (MAGI) is under $165,000 for single filers, $246,000 for those married filing jointly, or $10,000 for those married filing separately. If your income exceeds these limits, you can contribute to a non-deductible IRA and then consider a backdoor Roth IRA conversion.

			However, exercise caution if you have other pre-tax rollover IRAs, as they will be included in the conversion formula and may generate an unexpected tax liability. To avoid this, I sometimes advise rolling pre-tax IRAs into a 401(k) plan, clearing the path for a smooth, tax-efficient conversion of your non-deductible IRA to a Roth.

			As a business owner, the best retirement plan options depend on factors such as your income, whether you have or plan to have employees, current and projected cash flow, and your age.

			If you don’t have employees and want to maximize retirement contributions, a Solo 401(k) could be an ideal option. This plan functions like a traditional 401(k), allowing you to contribute the maximum as an employee—$23,500 (or $30,500 if you’re over 50) in 2025. Additionally, it offers an employer match of up to 25 percent of your FICA W-2 wages if taxed as an S corporation, or 20 percent of net income if taxed as an LLC (Schedule C). You also have the flexibility to choose between Roth (after-tax) and pre-tax options, or split contributions—for example, 50 percent to a Roth 401(k) and 50 percent pre-tax. It’s a cost-effective plan with high contribution limits.

			If you have employees and sufficient income to support larger contributions, including an employer match, a traditional 401(k) is often the best choice. This plan also offers an additional tax advantage through profit-sharing contributions. Business owners with significant income or a higher age profile than their team members can make larger contributions to the plan, which may also help with employee retention.

			If you’re just starting out or haven’t maintained a plan for the full year, a SEP IRA may be beneficial. A key advantage of the SEP IRA is that you can open and fund it after year-end but before filing your tax return. For example, a sole proprietor with $60,000 in Schedule C income could contribute approximately $12,000 for the year. However, if you have employees, the SEP IRA becomes more complex and may require a 25 percent salary match for eligible employees.

			Another option available to you as an employer with employees is a SIMPLE IRA. When I started my company, this was the type of plan we utilized, as we believed it was less expensive than a 401(k) and more manageable for our budget. However, I generally do not recommend a SIMPLE IRA for a couple of reasons.

			First, once each employee is charged a fee, the overall cost may be comparable to that of an established 401(k) plan. Second, the employee contribution limit is $16,500, with an additional $3,500 catch-up contribution allowed if you are over age 50. Finally, if you or your employees need to borrow from the plan, you cannot—and early withdrawals are subject to a 25 percent penalty.

			Roth IRAs

			Previously, we discussed the ways you can contribute to a Roth IRA—either through a direct contribution (if your income allows) or via a backdoor Roth conversion if your income exceeds the eligibility limits. 

			Have You Heard of the MEGA Backdoor Roth?

			The MEGA backdoor Roth contribution limit is $70,000 for 2025, or $77,500 if you are over age 50. Here’s how it works: you must have a 401(k) plan and contribute $23,500 to a Roth 401(k) as an employee, plus up to $46,500 in additional after-tax contributions, reduced by any employer match. This strategy can be complex to implement, so be sure to consult your tax advisor and HR department to determine your eligibility.

			I also want to explore the potential for contributing to your children’s Roth IRAs, provided they have earned income equal to or greater than the contribution amount. In the next section, we’ll look at strategies for paying your children through your business in a way that incurs no income tax on their wages and shifts income to them. This allows them to qualify for Roth IRA contributions.

			But why is starting Roth IRA contributions at an early age (assuming they have sufficient earned income) such a smart move? There are three compelling reasons.

			Opening a Roth IRA for a minor offers several advantages, particularly when planning for long-term financial growth. Here are three key benefits:

			

			
					Tax-Free Growth and Withdrawals

			

			Because contributions to a Roth IRA are made with after-tax dollars, any investment earnings grow tax-free. For a minor, this means decades of potential growth without tax liability on qualified withdrawals in retirement. Starting early allows a young person to take full advantage of compound interest, leading to significant wealth accumulation over time.

			
					Flexibility for Future Expenses

			

			Roth IRAs offer flexibility that can be particularly valuable for younger individuals. While earnings generally must remain in the account until age 59½ to avoid taxes and penalties, original contributions can be withdrawn at any time without penalty or tax. This flexibility can support major life expenses, such as education, purchasing a first home, or covering unexpected emergencies.

			
					Building a Strong Financial Foundation

			

			Establishing a Roth IRA for a minor is also an excellent way to instill the value of saving and investing early. It fosters financial discipline and gives the child a head start on retirement savings, increasing the likelihood of long-term financial security. It also encourages a lasting, long-term perspective on money management.

			By starting a Roth IRA early, a minor can benefit from tax-free growth, increased financial flexibility, and the opportunity to develop lifelong financial habits.

			Paying Your Kids

			What else can you give your kids at an early age? Few things are more valuable than instilling a strong work ethic. If you’re a business owner with children under the age of 18, you can pay them through your business and benefit from a tax deduction. Moreover, as long as their earnings don’t exceed the standard deduction ($15,000 in 2025), their income will be tax-free. Here’s how it works:

			If You Operate as a Sole Proprietorship:

			You can pay your children directly from your business, and their W-2 will show income only in Box 1 and Box 16. Children working for their parents’ sole proprietorship are exempt from FICA (Medicare and Social Security), FUTA (Federal Unemployment), and SUTA (State Unemployment) taxes. As long as their total earnings stay below the standard deduction—$15,000 in 2025—they owe no federal or state income tax.

			If You Operate as an S Corporation:

			Consider establishing a family management LLC and hiring your children through that entity. You’ll transfer funds from your S corporation to the LLC as a management fee and pay your children through the LLC. This LLC is reported on Schedule C of your personal tax return, and you’ll issue W-2s to your children from it. This strategy is an effective tax-saving approach that also enables your children to contribute to a Roth IRA.

			Health and Health Insurance Tax-Saving Strategies

			If you are self-employed and pay for medical insurance out of pocket, you can establish an accountable plan with your business to reimburse yourself for health insurance premium payments. This allows you to pay for your own and your family members’ health insurance directly from your business accounts. The key is to have a formal, accountable reimbursement arrangement in place.

			If your business is taxed as an S corporation and you receive a W-2, your health insurance premiums must be included in your income. These premiums are subject to federal and state income tax, but not to FICA taxes (Medicare and Social Security).

			Specifically, you must add the health insurance premiums paid on your behalf to Boxes 1 and 16 of your W-2. You should also report the amount in Box 14, labeled “Shareholder Health Insurance.” Once correctly reported, this information will flow to your individual tax return, allowing you to deduct the premiums as an “above-the-line” adjustment to income—dollar for dollar—without being subject to the 7.5 percent adjusted gross income (AGI) threshold required for medical deductions on Schedule A.

			If you operate your business as a sole proprietorship and report income on Schedule C, your health insurance premiums are still deductible. However, they reduce only your income tax—not your self-employment tax.

			If you hire your spouse as an employee of your Schedule C business, you can pay for health insurance under their name. This allows you to deduct the premiums as an employee benefit, thereby reducing both your self-employment and income taxes by the amount paid. This strategy is most effective when you have no other employees; otherwise, you may be required to offer the same health coverage to them to remain compliant with nondiscrimination rules.

			A Health Reimbursement Arrangement (HRA) is another tax-advantaged benefit employers can use to reimburse employees for qualifying medical expenses. While HRAs can be a valuable tool, they can also be costly, as they are typically funded entirely by the employer. However, the reimbursements are treated as non-taxable income for employees.

			An ideal scenario for using an HRA is if you hire your spouse and operate your business as a sole proprietorship (Schedule C filer). It’s important to note that HRAs are not available to shareholder-employees of S corporations. If this setup applies to you, there are many third-party providers that can help you establish an HRA plan for your employee-spouse.

			Health Savings Accounts (HSAs) are an effective way to save on taxes and invest in a tax-free option, provided all contributions and distributions are used to cover qualified medical expenses. To be eligible to contribute to an HSA, you must be enrolled in a high-deductible health plan (HDHP).

			A High-Deductible Health Plan (HDHP) is a health insurance plan with higher deductibles than traditional insurance, designed to qualify individuals for HSA contributions. To qualify as an HDHP for HSA purposes in 2025, the plan must meet the following criteria:

			
					Minimum Deductibles:	Self-only coverage: at least $1,650
	Family coverage: at least $3,300



					Maximum Out-of-Pocket Expenses	Self-only coverage: no more than $8,300
	Family coverage: no more than $16,600



			

			(Out-of-pocket expenses include deductibles, copayments, and other costs, but exclude premiums.)

			HDHPs typically cover preventive care services without requiring the deductible to be met, allowing individuals to access routine checkups and screenings beforehand. These plans appeal to those who want to take advantage of a Health Savings Account (HSA), which offers tax-advantaged savings for medical expenses. For 2025, the HSA contribution limits are $4,300 for self-only coverage and $8,550 for family coverage. Individuals aged 55 or older may contribute an additional $1,000 as a catch-up contribution. 

			Contributions to these plans are tax deductible as an adjustment to an individual’s gross income, and distributions and earnings are tax free, provided all funds are used to pay for qualified medical expenses. Many HSA accounts allow you to invest in mutual funds, stocks, or bonds. You can also create a self-directed HSA to manage your investments more actively. Unused funds roll over each year, allowing your HSA to grow and accumulate substantially over time.

			After age sixty-five, HSA funds can be withdrawn for non-medical expenses without penalty (though they are subject to income tax, similar to traditional IRAs). This feature makes HSAs a valuable tool for supplementing retirement savings—especially for health care costs, which tend to rise in retirement.

			QBI – Qualified Business Income Tax Deduction

			The Qualified Business Income (QBI) deduction, also known as the Section 199A deduction, allows eligible business owners to deduct up to 20 percent of their qualified business income on their tax returns. Unfortunately, the QBI deduction is scheduled to expire at the end of 2025—unless extended by Congress—potentially increasing the tax liability of many small business owners by thousands of dollars.

			Although it has been in effect since 2017, the QBI deduction is still frequently overlooked on tax returns. I strongly recommend reviewing prior returns for this specific deduction. See below for additional details regarding the Section 199A deduction.

			Eligibility

			The QBI deduction is available to owners of pass-through entities, including sole proprietorships, partnerships, S corporations, and certain trusts and estates. It is designed for individuals; therefore, C corporations are not eligible.

			Qualified Business Income (QBI)

			QBI is the net amount of income, gain, deduction, and loss from a qualified trade or business. It does not include capital gains or losses, dividends, interest income, or certain other types of non-operating income. Only domestic (U.S.-based) income qualifies.

			Income Limits

			For 2025, if your taxable income (before the QBI deduction) is below certain thresholds, you may claim the full deduction without additional limitations:

			
					Single filers: $191,951 to $241,950

					Married filing jointly: $383,900 to $483,900

			

			If your taxable income exceeds these thresholds, additional rules and limitations apply—especially if you are engaged in a specified service trade or business (SSTB).

			Specified Service Trade or Business (SSTB) Limitations

			SSTBs include professions such as health, law, accounting, financial services, and consulting—fields in which the business depends on the reputation or skill of its owners or employees. If your business qualifies as an SSTB and your income exceeds the threshold, the deduction may be reduced or eliminated.

			W-2 Wage and Capital Limitation

			For businesses with taxable income above the thresholds, the QBI deduction is limited to the greater of:

			

			
					50 percent of W-2 wages paid by the business, or

					25 percent of W-2 wages plus 2.5 percent of the unadjusted basis of qualified property used in the business.

			

			This provision incentivizes businesses to pay wages and invest in assets in order to maximize their potential QBI deduction.

			Aggregation Rules

			Businesses with common ownership and related operations may be allowed to aggregate income, wages, and qualified property for the purposes of calculating the QBI deduction. Aggregation can be advantageous for maximizing the deduction if you own multiple entities with interrelated activities.

			Exclusions

			The QBI deduction does not apply to capital gains, foreign income, dividends, interest income, or certain payments to owners, such as guaranteed payments and reasonable compensation in an S corporation.

			Application and Reporting

			The QBI deduction is claimed on Form 8995 or Form 8995-A, depending on the complexity of your income sources and applicable limitations.

			The QBI deduction can offer significant tax savings for small business owners in eligible businesses, particularly those whose income falls below the threshold limits. For high-income earners and owners of specified service trades or businesses (SSTBs), careful tax planning is essential to maximize the deduction. Strategies such as wage adjustments or asset purchases may help optimize eligibility.

			With the new Trump administration, it is projected that the QBI deduction may be extended beyond 2025. This extension would continue to provide substantial tax benefits to small business owners.

			Home Office Deduction

			In my experience, many small business owners are hesitant to take a home office deduction, fearing it might increase their risk of an IRS audit. However, I haven’t seen any instances where claiming a home office deduction alone led to a higher likelihood of an audit. What often does raise audit risk is reporting business activities on Schedule C. Because of this, I generally recommend using a partnership entity for businesses that are not yet highly profitable or that own rental real estate, and an S corporation for profitable, established businesses.

			So, how do you go about deducting home office expenses? It depends on your business structure and whether you choose the simplified method or the actual expense method. There are two ways to take a home office deduction: the first is the simplified method, and the second is the actual expense method.

			Simplified Method

			The simplified method allows you to deduct $5 per square foot, up to 300 square feet, without the need to calculate specific expenses related to home ownership or rent. Your mortgage interest and property taxes would still be fully deductible on Schedule A. The maximum deduction you can take is $1,500. If your business incurred a loss, you cannot deduct a home office expense using the simplified method, nor can the unused portion be carried forward, unlike with the actual expense method.

			Actual Expense Method

			The actual expense method requires calculating the percentage of your home used for business. This is done by dividing your office’s square footage by your home’s total square footage. For example, if your office is 200 square feet and your home is 2,400 square feet, eight percent of your home expenses can be allocated to the home office. This percentage applies to mortgage interest, insurance, property taxes, HOA fees, repairs, maintenance, utilities, and even depreciation (calculated over 39 years). Generally, the actual method yields higher deductions than the simplified method, especially when your mortgage is paid down and the standard deduction is more beneficial.

			If you rent your home, you can also deduct a portion of your rent. Business income reported on Schedule C uses Form 8829, which allows you to reduce both taxable income and income subject to self-employment tax. If you incur a loss, some expenses are still deductible on Schedule C, and most unused expenses can be carried forward—unlike with the simplified method.

			For S Corporations and Partnerships

			For S corporations, home office expenses can be reimbursed through an accountable plan. For partnerships, they can be claimed as unreimbursed partnership expenses, reported on the individual’s Schedule K-1. The calculation of the home office deduction remains the same; only the reporting method differs. Form 8829 is not used when deducting home office expenses through an S corporation or a partnership. Instead, you either use an accountable plan and list the expense under “Other Deductions” on the S corporation’s tax return, or you list it separately under unreimbursed partnership expenses on the personal tax return, Schedule E, page 2.

			Auto — How Do I Deduct Auto Expenses?

			To deduct auto expenses for the business use of a vehicle, you may use either the standard mileage rate method or the actual expense method. Each method has specific rules and record-keeping requirements, and you may choose the one that yields the greater deduction.

			Determine Business Use Percentage

			Only the portion of driving used for business purposes is deductible. To calculate this, track both total miles driven during the year and business miles driven to determine the percentage of business use.

			Personal miles are not deductible, and commuting to and from your regular place of work does not count as business use. However, if you designate your home office as your principal place of business, you may be able to deduct the mileage you drive to a secondary office location.

			An ex–business partner of mine always recommended maintaining a business P.O. Box near your home. That way, driving to pick up mail from the P.O. Box would be considered nondeductible commuting mileage, but the subsequent trip to the office could qualify as deductible business mileage. The same principle applies if you meet someone for coffee at a café near your home.

			Choose a Deduction Method

			You can choose between the standard mileage rate method and the actual expense method. Each has its own benefits and requirements:

			Method 1: Standard Mileage Rate

			This is the simpler method: you multiply your business miles by the IRS standard mileage rate for the year. For 2025, the standard rate is 70 cents per mile.

			Eligible Vehicles: This method is generally available only if you use the standard mileage rate in the first year the vehicle is used for business.

			

			Record-Keeping: Maintain a log of business miles driven, including dates, destinations, and the business purpose of each trip. Many apps, such as MileIQ, are available to help you track your mileage.

			Method 2: Actual Expense Method

			This method allows you to deduct the actual costs of operating your vehicle, multiplied by the percentage of business use.

			Deductible Expenses:

			
					Fuel: Gasoline expenses.

					Maintenance and Repairs: Oil changes, tires, servicing, and repairs.

					Insurance: Business-use portion of car insurance.

					Registration Fees and Licenses: Only the business-use percentage.

					Depreciation: The cost of the vehicle is depreciated over time; bonus depreciation may also be available if the vehicle qualifies.

					Lease Payments: If leasing, you may deduct the business-use percentage of your lease payments.

			

			Record-Keeping: Maintain receipts for all expenses, along with detailed records of miles driven, to substantiate the business-use percentage.

			Document Each Trip for Business Mileage

			To meet IRS requirements, maintain a detailed mileage log for each business trip. The log should include the following information:

			

			
					Date of the trip

					Destination

					Purpose of the trip (e.g., meeting with clients, site visits)

					Mileage driven

			

			Depreciation and Luxury Car Limitations

			Depreciation is available if you use the actual expense method and own the vehicle. However, the IRS imposes limits on depreciation for “luxury” vehicles, defined by cost thresholds that typically exceed a certain amount.

			Section 179 Deduction: Under certain conditions, you may use the Section 179 deduction to write off the cost of the vehicle in the year it is purchased, subject to applicable limits.

			Bonus Depreciation: Bonus depreciation is available for both new and used vehicles, allowing for an immediate deduction—also subject to annual caps.

			Switching Between Methods

			You may switch from the standard mileage rate to the actual expense method in future years if your actual expenses are higher.

			However, once you use the actual expense method, you generally cannot revert to the standard mileage rate for that vehicle.

			Examples of Deduction Scenarios

			Example 1: You drive 10,000 miles in a year, with 5,000 miles for business. Using the standard mileage method at 70 cents per mile, your deduction would be $3,500.

			Example 2: Using the actual expense method, you incur $8,000 in total car expenses, with 50 percent business use. Your deduction would be $4,000.

			Summary

			Standard Mileage Rate: Simpler and easier to track; multiply business miles by the standard rate.

			Actual Expense Method: Deducts a portion of all operating expenses based on business use.

			Record-Keeping: Maintain a detailed mileage log and retain receipts to substantiate either method.

			By accurately tracking business mileage or expenses and keeping thorough documentation, you can effectively maximize your auto expense deduction while remaining IRS-compliant. Keep in mind that if you use the actual expense method and depreciate your vehicle, you may be required to recognize income through depreciation recapture when you sell the vehicle. Whether to place the vehicle on your business balance sheet should be evaluated on a case-by-case basis, considering all relevant factors in advance.

			Deducting Expenses Related to a Board of Advisors

			If you have teenage children who are enthusiastic about participating in the family business, you can invite them to serve on your board of advisors. Their roles may include attending annual and quarterly business meetings, offering input on improving business profitability and efficiency, and gaining exposure to entrepreneurship.

			One of the advantages of this arrangement is that your business can hold quarterly meetings—potentially in appealing or exotic locations—and deduct the related expenses for family members serving on the board. However, to do so, you must follow IRS guidelines to ensure compliance and legitimacy.

			Here’s a guide to deducting these expenses in a way that can withstand scrutiny:

			
					Establish a Legitimate Role and Reasonable Compensation

			

			Board Position: Family members serving on the board of directors must hold a genuine, active role in the company, with clearly defined responsibilities and duties. 

			Compensation: Pay should be reasonable—that is, comparable to what an independent, non-family director would receive for similar duties. Compensation should reflect the value of their contributions. I recommend issuing Form 1099-NEC to children over the age of 18. For those under 18, consider paying them as W-2 employees through a family-managed LLC, following the guidelines discussed in earlier sections.

			
					Create an Official Board of Directors Agreement

			

			A formal board of directors agreement should outline each member’s responsibilities, expectations, and terms of service. This document is essential for demonstrating that family members’ board roles are legitimate business positions—not simply a means of securing a tax deduction. 

			Document Responsibilities: Duties may include strategic planning, attending meetings, reviewing financials, and participating in governance decisions.

			
					Document Board Activities and Expenses

			

			Maintain thorough documentation for all board-related activities and expenses incurred by family members—just as you would for non-family board members. This documentation should include: 

			
					Meeting Agendas and Minutes: Clearly outline the topics discussed, decisions made, and attendees.

					Expense Records: Retain receipts and records for all relevant expenses, such as travel, lodging, meals, and supplies.

			

			
					Qualified Business Expenses

			

			Board-related expenses incurred by family members must qualify as ordinary and necessary business expenses. Common deductible expenses include:

			
					Travel: Transportation costs (e.g., airfare, mileage, car rentals) when travel is required for board meetings.

					Meals: Meals directly related to board meetings or official business discussions may be deductible at 50 percent—or at 100 percent for certain travel meals under temporary COVID-19 provisions through 2025.

					Lodging: Overnight lodging costs when board activities necessitate travel away from home.

					Professional Development: Educational courses or conferences attended to enhance board-related skills relevant to the company.

			

			
					Adhere to IRS Guidelines on Related-Party Transactions

			

			Expenses for family members are subject to heightened IRS scrutiny, as they are considered related-party transactions. The IRS will evaluate whether these expenses are necessary, reasonable, and actually incurred for legitimate business purposes. Ensure that compensation and reimbursements for family board members are consistent with what would be paid to independent board members under similar circumstances.

			
					Expense Reimbursement Through an Accountable Plan

			

			Establish an accountable plan to reimburse family board members for expenses incurred in the course of their duties. An accountable plan requires:

			

			
					Business Connection: Expenses must be directly related to the company’s operations.

					Documentation: Detailed receipts and explanations of the business purpose for each expense must be provided. Any excess reimbursement beyond actual expenses must be returned to the company.

			

			Reimbursements made under an accountable plan are not considered income to the board members and are fully deductible by the business.

			
					Avoid Deducting Personal or Unrelated Expenses

			

			Only expenses directly related to board responsibilities are deductible. Personal expenses—or those unrelated to official board activities—are not deductible, even if incurred by family members.

			For example, let’s say a family member attends quarterly board meetings in another state and incurs $1,000 in travel, lodging, and meal expenses. As long as you have an accountable plan in place, the expenses are properly documented, and the board role and compensation are justified, you may reimburse these costs tax-free—and your business can deduct the expense.

			Deducting board of directors expenses for family members requires careful adherence to IRS rules. These include establishing a bona fide business purpose, maintaining thorough documentation, ensuring the reasonableness of compensation and expenses, and using an accountable plan. By following these steps, you can minimize IRS scrutiny while maximizing legitimate business deductions.

			Augusta Rule Implementation

			The Augusta Rule, officially known as IRC Section 280A(g), allows homeowners to rent out their personal residence for up to fourteen days per year without having to report the rental income to the IRS. The rule gained prominence due to homeowners in Augusta, Georgia, who rented out their properties during the annual Masters Golf Tournament—but it applies to any taxpayer who meets its requirements.

			Key Aspects of the Augusta Rule

			
					Tax-Free Rental Income

			

			Homeowners may rent out their primary residence or second home for up to fourteen days per year without reporting the rental income. The income is entirely tax-free and does not need to be included on the taxpayer’s income tax return.

			
					14-Day Limit

			

			To qualify for tax-free treatment, the property must be rented for no more than fourteen days during the tax year. If rented for fifteen days or more, all rental income—and related expenses such as depreciation, utilities, and repairs—must be reported, and the rental activity is treated as a business.

			
					Rental Rate Requirement

			

			The property must be rented at a fair market rate. This means the rental rate should be consistent with comparable properties in the area, particularly when rented to a business entity owned by the homeowner.

			
					Business Use for Deductions

			

			Many business owners apply the Augusta Rule by renting their home to their own business for meetings or events. In such cases, the business may deduct the rental fee as a business expense, while the homeowner receives the income tax-free—provided the 14-day limit is not exceeded.

			
					Documentation

			

			For those renting their home to their business, maintaining proper documentation is essential. Supporting materials should include:

			

			
					A rental agreement specifying the dates, purpose, and rental rate

					Evidence that the rate reflects fair market value (e.g., research on comparable local rental rates)

					A detailed agenda of the business use, if applicable (e.g., meeting schedules)

			

			
					Common Scenarios for Usage	Corporate Meetings or Retreats: Business owners may rent their home to their business for purposes such as annual meetings, team-building events, or client gatherings.
	Events or Short-Term Rentals: Homeowners located in areas that host major events (e.g., sports tournaments, festivals) can benefit from renting their home tax-free during these peak times.



			

			Important Considerations

			
					Rental Limit Adherence: Exceeding the 14-day rental limit disqualifies the income from tax-free treatment under the Augusta Rule.

					Fair Market Value: Renting at below-market or artificially inflated rates may trigger IRS scrutiny. It is essential to establish a fair and reasonable rental rate based on comparable properties.

			

			For example, in Sinopoli v. Commissioner, the taxpayers attempted to use the Augusta Rule to deduct more than $290,000 in rental expenses over a three-year period. While the court upheld the validity of using the tax code in this manner—thus reinforcing precedent for the Augusta Rule—the taxpayers failed to comply with key requirements. As a result, the court disallowed the full deduction.

			

			Here’s where the taxpayers in Sinopoli went wrong: they failed to provide documentation for the business meetings and agendas; the meetings lacked a clear, verifiable business purpose; and the claimed rental rate was deemed unreasonable. The taxpayers asserted a fair market value of $3,000 per day, but the court determined $500 per day to be more appropriate.

			To avoid similar issues, conduct thorough research to determine the fair market value of your property for Augusta Rule purposes, and maintain complete documentation to support your position.

			Benefits of the Augusta Rule

			
					Income Exclusion: Homeowners may earn up to 14 days of tax-free rental income each year.

					Business Deductibility: When used strategically, business owners can benefit from both a business deduction and tax-free income.

			

			The Augusta Rule offers a unique tax advantage for homeowners—particularly business owners—by allowing them to rent their residence for up to 14 days per year without incurring tax on the rental income. When properly structured, this strategy provides a dual benefit: tax-free income for the homeowner and a deductible business expense for the company, making it a valuable tool for reducing taxable income.

			Example of the Augusta Rule in Practice

			Suppose a business owner rents their home to their own company for ten days during the year to host quarterly meetings, charging a fair market rate of $500 per day. The company deducts the $5,000 as a business expense, while the homeowner receives the $5,000 tax-free under the Augusta Rule.

			

			Accountable plan

			What is an Accountable Plan, and Why Do You Need It?

			An accountable plan is a formal policy established by a business to reimburse employees for business-related expenses in a manner that complies with IRS requirements. It enables the business to treat reimbursements as non-taxable to employees while also reducing the business’s taxable income.

			Because shareholders who own two percent or more of an S corporation are considered employees, an accountable plan allows S corporation owners to receive reimbursements for expenses without reporting them as income. At the same time, the business may deduct these reimbursed expenses, making it a valuable tool for tax efficiency.

			Key Requirements of an Accountable Plan

			For a plan to qualify as accountable (and thus non-taxable to the employee), it must meet three main requirements: all expenses must have a business purpose; the employee—including shareholders or owners—must incur expenses related to the performance of their duties for the company; and, to receive reimbursement, employees must keep accurate records (receipts, mileage logs, and other documents that show the amount, date, place, and business purpose of the expense). Employees should provide this documentation and return any excess reimbursement to the employer within a reasonable timeframe.

			Benefits of an Accountable Plan

			Reimbursements made under an accountable plan are not taxable to the employee. They are not included in the employee’s W-2 and are not subject to federal income tax, Social Security, or Medicare taxes. Employers can deduct the reimbursed expenses as a business expense, thereby reducing business income. Accountable plans also help maintain organized and compliant documentation, which can be especially helpful in the event of an IRS audit.

			The most common uses of accountable plans include reimbursements for travel and mileage, the purchase of equipment and supplies (especially when an employee works from home or remotely), and reimbursement for home office expenses.

			To set up an accountable plan, employers should draft a written policy outlining the following:

			
					Eligible expenses for reimbursement

					Required documentation

					Procedures for repaying excess reimbursements

			

			By establishing and following an accountable plan, businesses can simplify the process of reimbursing expenses, ensure tax compliance, and provide benefits to employees. Because shareholders of an S corporation are considered employees of their own company, they must have an accountable plan in place to properly deduct reimbursed employee expenses.

			SALT (State and Local Tax Payments)

			The state and local tax (SALT) deduction allows taxpayers to deduct certain state and local taxes—such as income, sales, and property taxes—from their federal taxable income. Under the Tax Cuts and Jobs Act (TCJA) of 2017, the SALT deduction was capped at $10,000 for individuals or married couples filing jointly, and at $5,000 for married individuals filing separately—impacting high-tax states in particular. Changes to increase the SALT limitations are expected beginning in 2025 and beyond, though it is very possible that this tax strategy could be eliminated entirely within the next two years.

			Colorado SALT Workaround

			In response to the federal SALT cap, several states—including Colorado—have enacted SALT workaround legislation, often through pass-through entity (PTE) taxes. This discussion focuses specifically on the state of Colorado; however, most states have implemented similar strategies. These SALT workarounds allow certain business entities, such as S corporations and partnerships, to pay state income taxes at the entity level—potentially enabling the owners to bypass the federal SALT cap.

			Colorado’s PTE SALT Cap Workaround (2022)

			
					Colorado introduced an elective PTE tax beginning with the 2022 tax year.

					Eligible pass-through entities can elect to pay state taxes on behalf of their owners, allowing the business to deduct these state taxes as a business expense.

					This election provides an indirect SALT deduction for individual owners, who receive a credit for tax payments made at the business level on their Colorado state returns.

					Election deadlines: The election must be made annually, typically by the filing deadlines for Colorado state tax returns.

			

			The following items are worth considering before electing SALT tax payments. Additionally, keep in mind that new tax laws are likely to expand the SALT deduction to $60,000 or more, which could eliminate the need for this tax-saving strategy altogether.

			General Considerations and Limitations

			

			
					Annual election: Most states require PTEs to make this election each year.

					Entity type: SALT workarounds primarily benefit pass-through entities such as S corporations, partnerships, and LLCs taxed as partnerships.

					Impact on owners: The deduction for entity-level state taxes is treated as a business deduction rather than a personal itemized deduction, allowing owners to sidestep the $10,000 federal SALT cap.

					Additional compliance: SALT workarounds may add complexity to tax filings and require careful planning to ensure compliance with both federal and state regulations.

			

			These state-specific SALT workarounds are intended to restore some federal tax benefits for residents of high-tax states—especially those with substantial pass-through income. However, because each state’s rules and elections may vary, it is essential to work with a tax advisor to evaluate eligibility, deadlines, and potential tax savings.

			Educational Credits vs. Continuing Education Expenses

			If you own a small business, you may be able to deduct your educational expenses as business expenses rather than claim a tax credit. If your coursework or degree directly relates to your business, deducting actual expenses can yield greater tax benefits.

			There are two main types of education credits you can claim on your tax return: the American Opportunity Tax Credit (AOTC) and the Lifetime Learning Credit. The AOTC is generally more advantageous, offering a credit of up to $2,500 per eligible student. It covers 100 percent of the first $2,000 in qualified education expenses and 25 percent of the next $2,000. Additionally, up to 40 percent of the credit (or $1,000) is refundable, meaning you can receive a refund even if you have no tax liability. 

			

			However, if your modified adjusted gross income (MAGI) exceeds $80,000 ($160,000 for married couples filing jointly), you will not qualify for this credit. To be eligible, you must be enrolled at least part-time in a program leading to an undergraduate degree, and the credit is available only for the first four years of higher education.

			Once you earn your four-year degree, you may qualify for the Lifetime Learning Credit. This credit is available to all students, including those pursuing undergraduate, graduate, or professional degrees, as well as individuals taking courses to acquire or improve job skills. There is no limit on the number of years you can claim the credit, which is worth up to $2,000 per tax return and covers 20 percent of the first $10,000 in qualified educational expenses. However, it is a nonrefundable credit, and the same modified adjusted gross income (MAGI) limits apply.

			For example, if you earn $30,000 as a self-employed individual in the bookkeeping industry and pay $10,000 for accounting courses, simply claiming the American Opportunity Tax Credit (AOTC) would provide $2,500. However, by deducting the $10,000 as continuing education expenses, you could save approximately $1,420 in self-employment tax and $1,540 in income tax—totaling $2,960 in tax savings. You could also allocate part of your expenses toward the tax credit and deduct the remainder as business expenses.

			In the next section, we will discuss 529 plans. It is important to note that if you use distributions from a 529 plan, those funds cannot also be used to claim education tax credits or deduct business continuing education expenses.

			State 529 Plans

			529 plans are savings plans designed specifically for college expenses. When contributing to a 529 plan, it is important to contribute to your own state’s plan, as doing so may make you eligible for a state tax deduction. For example, in Colorado, you can deduct up to $31,000 from your state taxable income. However, this deduction applies only at the state level and does not affect your federal taxable income.

			When using 529 plan funds for qualified expenses—such as tuition, room, and board—be aware that you or your dependents cannot claim education tax credits unless tuition expenses exceed the amount withdrawn from the 529 plan. If your dependents decide not to attend college, new IRS rules allow you to transfer up to $7,000 per year from a 529 plan to a Roth IRA.

			Because every tax situation is unique, it is essential to discuss your personal tax strategies with your CPA.

			In this chapter, we explored several tax-saving strategies that can benefit both you and your business as you work toward effective growth. Every business owner should consider an exit strategy, as building a valuable company and selling it can be one of the most significant wealth-building opportunities.

			Historically, when business owners sell their privately held companies, the typical sale price ranges from two to four times the business’s net income. However, with growing interest from private equity firms in acquiring profitable businesses, it is increasingly possible to sell your company at significantly higher multiples than the traditional two–to–four-times range.

			In the next chapter, we will explore what your epic business sale could look like—and how to strategically position your company to command a much higher valuation.

			How to Exit 10X Your Business and Create Generational Wealth

			When I launched my business, my main goal was to secure a comfortable income—ideally tripling what I earned as a CPA at an accounting firm. I’ve achieved that, and I’m grateful for the lifestyle it provides. Like many business owners, my early focus was on sustaining profitability, reinvesting in the business, diversifying into real estate, and eventually selling for the typical valuation of two to three times net income or seller’s discretionary income. This approach aligns with standard expectations for small business valuations.

			But after investing in high-level growth coaching, I saw the potential for much more. Small business owners can aim for an exit at 4× EBITDA—or even higher—by building a professionally managed company rather than an owner-dependent business. This shift not only unlocks higher multiples but also increases buyer interest. A professionally managed business also frees the owner from long-term commitments after the sale. For example, one client of ours sold his business at 3.5× EBITDA but had to stay with the new owners for more than two years, while another client sold his business for 4.5× EBITDA and was only required to stay for thirty days.

			Scaling a business is one of the most essential—and most challenging—journeys an entrepreneur can take. Many of us began as technicians, experts in our craft, and built the business around ourselves. But true scaling requires a different set of skills—ones that not every business owner has naturally developed. A scalable business not only drives value but can also significantly boost its sale price, underscoring the impact of professional management in crafting a sought-after, high-value asset.

			As good as a 4.5× EBITDA sale sounds, it’s possible to sell your business for 10× EBITDA. Imagine an exit that generates enough wealth for you or your family to live comfortably—without needing to work again unless you choose to. Some coaches call this an “epic sale.” So, how do you reach that premium exit price? It requires a strategic approach: building the business intentionally for at least five years before the planned exit. With the right focus on scalability, a business can achieve a remarkable valuation and create generational wealth.

			Assessing Your Business for Sale: Ten Top Tips to Make Your Business More Valuable 

			Let’s start by envisioning the desired outcome. How large do we want to grow our businesses, and what price are we aiming to achieve upon sale? Additionally, what level of profitability do we need to reach to support that valuation?

			Historically, businesses that achieve at least $10 million in revenue with $2 million in EBITDA (earnings before interest, taxes, depreciation, and amortization) are prime candidates for successful exits.

			Here are ten crucial steps to take before planning a successful sale:

			

			
					Know Your Numbers: Conduct annual valuations to track value creation and ensure you’re on target with your exit goals.

					Separate Personal and Business Finances: Avoid using business assets for personal expenses. Keeping finances clean makes the business more attractive to potential buyers.

					Implement Systems and Procedures: Establish efficient systems and procedures to streamline operations, reduce dependence on any single person, and enhance operational stability.

					Create Recurring Revenue Streams: Develop a model that generates monthly recurring revenue. Predictable income streams significantly increase business value.

					Build Your Business Brand: Focus on building your business’s brand rather than your personal brand, as this strengthens the company’s intangible value.

					Cross-Train Your Team: Equip your team with diverse skills to increase business resilience and overall value.

					Hire and Empower a Management Team: Develop a robust team and remove yourself from the organizational chart. Transition from managing to leading, allowing others to handle day-to-day operations.

					Establish Long-Term Retention Plans: Create retention strategies for key employees—particularly those in management and leadership—to maintain stability post-sale.

					Implement a Business Scorecard: Use a scorecard to provide direction and track progress toward your goals, ensuring alignment with the company’s vision.

					Maintain Confidentiality About the Sale: Avoid sharing sale plans with employees, as doing so can risk operational stability and morale.

			

			Owning a business brings both immense rewards and challenges. Beyond maximizing income and leveraging smart tax-saving strategies (which our firm is well equipped to assist with), it’s vital to position your business for a high-value exit—ideally achieving a sale price of ten times EBITDA or more. This can lay the foundation for lasting financial independence for you and your family. Each day, focus on building a business that’s structured to attract premium buyers, allowing you to exit at the optimal time and price.

			The top 1 percent of business sales achieve significantly higher valuations, often due to factors such as revenue scale, profitability, and strategic alignment within their industry. Companies with annual revenues exceeding $10 million or EBITDA above $2 million are particularly attractive and frequently command much higher multiples. Businesses in high-growth industries or those with stable, recurring revenue models often sell for six to ten times EBITDA, while those with limited growth or market positioning may see lower valuations.

			I hope you’re inspired by what’s possible when it comes to exiting your business. I can’t wait to hear your success story when the time comes!

			Our company offers advisory services to help you assess your current business valuation and create a plan for a successful exit within the next three to five years.

		

	
		
			Chapter 3

			Investing in Real Estate

			In this chapter, we will discuss real estate investments, including how to evaluate portfolios, whether to choose short- or long-term investments, and how to compare residential and commercial real estate. We will also cover major tax-saving strategies associated with real estate and how to sell your portfolio without incurring tax liabilities.

			Real Estate Investments

			Before we dive into the list above, let’s talk about real estate investments. If real estate isn’t something you’re passionate about, feel free to skip ahead—but I truly believe it’s a crucial part of any diversified investment portfolio. Real estate offers a unique leverage opportunity, allowing investors to use financing (other people’s money) to build wealth, and it provides substantial tax benefits for certain professionals.

			Investing in real estate is a long-term strategy that can yield significant tax advantages, though it comes with its own set of challenges. I personally own five rental properties, and even with a property management company, plenty of issues still arise. However, with discipline and focus, real estate ownership alone can be a powerful path to millionaire status.

			How do you determine the ideal real estate investment for your needs? Should you invest in residential or commercial properties? Should you buy in your local area or in a place where you love to vacation? Does your business require its own real estate? Let’s dive into the process of evaluating which type of real estate investment aligns best with your goals and circumstances.

			Evaluating Your Investments 

			Residential vs. Commercial Real Estate

			If you’ve never owned a rental property, an easy way to start is by converting your original primary residence into your first rental and purchasing a new home as your primary residence. If you’ve lived in your original home long enough, chances are your interest rate is lower and you’ve built up some equity—so there’s a good likelihood that your first rental will generate positive cash flow. For example, I bought my first home in 2017 for $460,000 with a 20 percent down payment. I later refinanced the property at a 2.9 percent interest rate and now enjoy about $1,000 in positive cash flow (when no repairs are needed). The other rental properties I purchased required 25 percent down payments, and the interest rates were higher. One such property was purchased for $246,000 in 2019. Its mortgage payment is $985, plus $290 in HOA fees. The rental income it generates is about $2,300. As you can see, this property also produces positive cash flow.

			However, not all properties are performing well at the moment. The property I bought in 2023 for $377,500 came with a sky-high interest rate of 8.6 percent. Add to that the fact that real estate prices declined, and by 2024 the property was worth about $350,000. I was able to make an additional $60,000 payment toward the principal within the first year, which “saved” me about $300,000 in interest expense and shortened the loan term by eighteen years on the amortization table. I currently lose about $700 per month in negative cash flow, which is applied toward the loan. Once the real estate market returns to higher prices, I may sell the property.

			This was not a good investment, and I learned my lesson. However, any investment can become a good one if you hold it long enough and maintain it properly. I definitely encourage you to make extra payments toward your loans, if possible, as it will help you generate positive cash flow sooner. For example, if I decide to keep the last property I just mentioned, I’ll have about twelve years left to pay it off. That $60,000 additional principal payment saved me not only $300,000 in interest I no longer have to pay, but also twelve years of mortgage payments. Multiply that by $26,400 in annual rental income, and that’s $316,800 in future cash flow!

			I do not own commercial real estate, as my business operates under a work-from-home model. Before investing in a commercial property, assess your situation carefully. For example, if your employees can work remotely and have no interest in commuting to an office, don’t purchase the property solely for investment purposes.

			Additionally, real estate taxes on commercial properties are becoming increasingly high. One of my clients recently called to ask whether he should buy a commercial property to save money on taxes under the entity grouping rules. He could conduct a cost segregation study and potentially save several thousand dollars. I asked him about the intended use of the property, and he explained it would be used only a few days a week and would cost him about $84,000 more per year to maintain. I advised him against the purchase and suggested he consider buying a short-term rental property instead. By following the short-term rental tax loophole rules, he could achieve similar tax savings while also generating positive cash flow.

			

			Several of my clients—one of whom is a medical doctor—are actively looking for commercial properties to purchase. Another, a construction company, was searching for a warehouse-type property to store materials and supplies. Whether you need to buy a commercial property will largely depend on your business type and how the property will be used.

			If you do decide that your business requires commercial real estate, I always recommend holding the property in a separate entity taxed as a partnership. Do not purchase real estate through your active business if it’s taxed as an S corporation. Not only would both assets be exposed to additional liability, but S corporations (and C corporations) are generally not ideal entities for holding real estate investments. When you own commercial property, ensure that the relationship between the two entities remains at arm’s length. In other words, make sure you have formal rental agreements in place and that your business pays rent to the entity that owns the property—at fair market value.

			Commercial real estate can be a valuable addition to your business model, especially if your operations require a separate building. I recommend carefully weighing all the pros and cons before investing in real estate for your business. Don’t buy property solely for tax savings—make sure the purchase aligns with your long-term business goals.

			Whatever type of property you decide to buy—residential or commercial—remember that it is a long-term investment. Residential properties are ideal for first-time investors looking for manageable, smaller-scale investments. Commercial properties, on the other hand, can offer a stronger return on investment but come with added complexity and risk. Residential properties typically involve lower risk, but the rewards in terms of appreciation and cash flow are also usually more modest. Commercial properties offer higher potential returns but also carry higher risks, including increased taxes, economic fluctuations affecting tenant demand, and extended vacancy periods. The right choice depends on your financial goals, risk tolerance, and capacity to manage the property. Residential real estate is generally better suited to beginners or those seeking stable returns, while commercial real estate is better for investors seeking higher returns and willing to navigate greater complexity.

			Short-Term vs. Long-Term Rentals Portfolio

			If you are buying a short-term rental property—let’s say in the mountains or on the beach—and if you plan properly, you can benefit greatly by utilizing a short-term rental tax loophole. According to the IRS tax code under Section 469, if you own a rental property with an average period of personal use of seven days or less, or thirty days or less while providing substantial services to guests, your rental will not be considered a traditional rental property subject to standard real estate rules. Instead, it will qualify as an exception to the usual real estate activity regulations.

			If your goal is to own a rental property and significantly reduce your tax liability—at least in the first year—I highly recommend purchasing a short-term rental property. Follow the short-term rental tax loophole rules, and once you’ve taken advantage of cost segregation and substantial tax deductions, you may choose to convert the property into a long-term rental. 

			Let’s discuss the tax advantages of owning a residential short-term rental—which, for tax purposes, may be considered a commercial property. Short-term rentals can be valuable additions to your real estate portfolio, particularly if you plan to use them not only for income-generating activities but also for personal use.

			What is the process for staying in compliance with the IRS?

			

			If you buy a residential rental property that you plan to use as a short-term rental, you need to adhere to the following rules. 

			
					The average customer stay must be seven days or fewer. To calculate the average stay, you must have at least three customer bookings during the year. A property’s average period of customer use is calculated by dividing the total number of days rented by the number of rental periods. For example, if your property had 84 bookings in a year resulting in 270 nights rented, the average period of customer occupancy would be 3.21 (270/84). Since this is less than seven days, the first rule’s requirements are met.

					The second requirement is material participation. To materially participate, you must meet at least one of the following criteria: 	The individual participates in the rental activity for more than 500 hours during the year. 
	The individual’s participation in the activity for the taxable year constitutes substantially all of the participation in that activity.
	The individual participates in the activity for more than 100 hours during the year, and no other individual’s participation exceeds theirs (for example, cleaning or maintenance crew). If you and your spouse maintain the property jointly, your participation hours are combined. This is known as the “100-hour test” and is generally the most achievable standard if you are actively involved in managing your short-term rental property. It is also important to note that no one else can spend more than 100 hours working on your property.



			

			What hours can be counted toward the 100-hour participation test?

			

			Basically, these are the hours that impact the day-to-day operations of the short-term rental. Activities such as preparing the property for rent, cleaning, decorating, making repairs, purchasing supplies, managing bookkeeping, communicating with guests, collecting rents, coordinating with third parties (such as cleaning and maintenance crews), and inspecting the property are considered operating activities. Activities that do not count toward the 100-hour rule include booking management, paying bills, research, and education time. Travel time generally does not count. Hiring a professional real estate property management company can significantly reduce your material participation and may disqualify you as a material participant. Therefore, my advice is to avoid hiring a property management company for at least the first year of operations so you can take full advantage of significant tax deductions and avoid being reclassified as an investor.

			You need to substantiate your hours of involvement in real estate activities in case of an audit. Failure to provide sufficient documentation of your hours—and those of others involved—can lead to unfavorable consequences, such as disallowed deductions. Keeping time logs and updating them weekly is ideal. If you manage multiple short-term rental properties, you should track your hours of involvement for each property individually. However, you may group the activities together if the properties share a similar ownership structure, are located in the same geographic area, and require a comparable level of involvement.

			Can you still use the property for personal use while qualifying for the short-term rental tax loophole?

			The answer is yes, provided personal use does not exceed 14 days or ten percent of the total days rented. Also, if you use your vacation rental property while working on it, you must spend at least four hours a day doing so. These days are not considered personal use and therefore do not count against your personal use allowance. Additionally, renting your property to family members—even at fair market value—counts as personal use days. The same applies if you rent the property to charity or family members at below fair market value.

			We’ve clearly defined why short-term rentals can be beneficial for tax purposes, as losses from rental activities can offset your W-2 income. Another significant tax advantage is the use of cost segregation studies and their favorable application on your tax return. But before discussing cost segregation, let’s review the general depreciation rules. 

			When you place your investment property for rent, you must calculate the depreciation expense. The IRS states that depreciation is either allowed or allowable—meaning that if you don’t deduct the depreciation expense on your property, the IRS will still reduce your basis as if you had, without you receiving the benefit. Tax law allows depreciation of residential property over 27.5 years and commercial property over thirty-nine years. Since short-term rentals are considered commercial property for depreciation purposes, you must depreciate your property over thirty-nine years. Note that land is not depreciated. You must allocate the purchase price between the building and the land, and depreciate furniture and other personal property separately.

			Let’s say the property was placed in service at $450,000, with an additional $10,000 in furniture costs. You can deduct the furniture costs by utilizing either bonus depreciation or Section 179 (note that the Section 179 deduction will not allow you to reduce your rental income below zero). You must also allocate a portion of the property’s cost to land. (You can review the county assessor’s page to determine the percentage allocated to land—typically around 20 percent.) The remaining amount will be depreciated over thirty-nine years.

			You’ll also add additional expenses paid from the closing statement when you purchase the property. Some of these costs will be deducted in the current year (property insurance, for example), loan costs will be amortized over the life of the loan, and others will be added to the property’s basis (such as title insurance).

			In our example, $450,000 × 80 percent = $360,000 is allocated to the building. We would depreciate that amount over thirty-nine years, resulting in an annual depreciation deduction of approximately $9,230.77. This deduction reduces your property’s basis. When you sell the property, the depreciation expense will be recaptured and added back as income.

			Now let’s consider adding additional depreciation by utilizing a cost segregation study.

			Cost Segregation: A Powerful Tax Strategy

			What is cost segregation? It involves breaking down the components of a property into various categories, allowing certain elements to be depreciated over shorter periods—such as five, seven, or fifteen years—instead of the standard 27.5 years. This accelerates depreciation, creating a much larger tax deduction in the early years of property ownership. Additionally, some components may qualify for bonus depreciation, enabling a large portion of the expense to be deducted in the first year.

			For example, let’s say you have a $500,000 rental property, with 20 percent allocated to land and the remaining amount depreciated over thirty-nine years. Normally, this would result in a depreciation expense of about $10,256 annually. With a cost segregation study, you might increase that depreciation expense to $100,000 in the first year, significantly reducing your taxable income. This can translate into substantial tax savings, especially for real estate professionals or active participants in short-term rental activities. Our firm has saved clients hundreds of thousands of dollars using this method.

			Is Cost Segregation Right for You?

			Not every investor is an ideal candidate for cost segregation. It depends on your ability to use the deductions effectively, as not all taxpayers can offset these losses immediately. Additionally, be mindful that when you eventually sell the property, depreciation recapture will apply. This means the depreciation you’ve taken will be added back to your taxable income—unless you utilize a 1031 exchange to defer the gain.

			Real estate can be a powerful tool for building wealth and reducing taxes, but it requires careful planning and strategy. If you’re serious about investing in real estate, consult with tax professionals and advisors to determine the best approach for your situation.

			Long-Term Real Estate Portfolio

			I understand that not everyone is excited about owning a short-term rental property, as it does require a substantial amount of work. However, I do recommend including at least one or two long-term rental units as part of your investment portfolio. 

			The Power of Leverage in Real Estate

			When purchasing investment properties, banks typically require a down payment ranging from five to 25 percent, depending on the loan program and property type. This means you can control a valuable asset while using only a fraction of your own capital. Real estate also offers two key financial benefits: appreciation and positive cash flow. As long as your rental income exceeds your expenses—including mortgage payments, insurance, HOA fees, property taxes, and more—you have a solid investment.

			If you materially participate in your real estate activities, whether or not you use property managers, you may still be able to offset some of the losses generated by real estate against your earned income.

			

			For example, if your modified adjusted gross income is less than $100,000 (and up to $150,000), you may be able to deduct up to $25,000 of real estate losses against your W-2 income. If those losses are not currently allowed, they will be carried forward to future years—until either you sell the property or your real estate income is sufficient to offset the accumulated losses.

			Tax-Saving Strategies for Real Estate 

			Understanding Depreciation for Tax Benefits

			Depreciation is another valuable aspect of real estate investment. According to IRS rules, residential rental properties must be depreciated over 27.5 years. This means you can deduct a portion of the property’s cost each year as a non-cash expense, reducing your taxable rental income. It’s important to separate the value of the building from the land, as only the building can be depreciated.

			Cost segregation also plays an important role in maximizing the benefits of real estate investments. Despite the significant phaseout of bonus depreciation—only 40 percent is allowed in 2025—it is still beneficial to take advantage of it. In addition, we anticipate that bonus depreciation may return to 100 percent by the end of 2025 due to Trump’s proposed tax changes.

			What other expenses can you deduct when you own real estate investments?

			Mortgage interest on the property is deductible. Rental and investment properties are not subject to the $750,000 mortgage interest limitation, which applies only to primary and secondary residences.

			

			
					Mortgage Insurance

					Property Insurance

					Property Taxes

					HOA and Special Assessments

					Repairs and Maintenance

					Cleaning

					Travel to the Location

					Auto Mileage (if you travel by car)

					Commissions

					Management Fees

					Utilities

					New Appliances (will be depreciated)

					New Remodel (will be depreciated)

					Taxes and Licenses

					Advertising and Marketing

					Dues and Subscriptions

					Meals while traveling to inspect your property 

			

			Often people ask me, “Can I deduct my vehicle cost when I personally manage my real estate investments?” The answer is: it depends. It depends on factors such as how many properties you manage, whether you have a W-2 job or run a full-time business, and whether you use your vehicle more than fifty percent of the time to manage properties. If you do not use your vehicle for more than fifty percent of the time, you cannot depreciate it.

			I also see people buy vehicles through the LLCs that own their real estate. I am not an attorney and cannot advise you on legal matters, but in my opinion, buying a high-liability asset and placing it in a holding company with significant equity defeats the purpose of asset protection. Just because you want to deduct the vehicle on Schedule E, you should never buy it in the same LLC that holds your real estate. 

			The Benefit of Being a Real Estate Professional

			If you are deeply involved in real estate and qualify as a real estate professional—meaning you spend more than 750 hours per year in real estate activities, making it your primary occupation—you can deduct unlimited real estate losses against your other income or your spouse’s income. This offers significant tax advantages, especially through strategies like cost segregation.

			As a real estate professional, unlike other taxpayers, you can deduct losses from real estate activities without limitation based on losses or income. You don’t need to have a real estate license, but your time spent on real estate must exceed the time spent on any other business or trade activities.

			1031 Exchange Rules

			How can you avoid paying taxes on the sale of your real estate, especially after you have taken cost segregation depreciation and the property’s adjusted basis is significantly lower, resulting in substantial capital gains? There are two main options applicable in this case. 

			One option is to defer the capital gains by using a 1031 exchange.

			A 1031 exchange, named after Section 1031 of the U.S. Internal Revenue Code, is a powerful tax-deferral strategy used by real estate investors. It allows investors to defer paying capital gains taxes when they sell an investment property, provided they reinvest the proceeds into a similar “like-kind” property. This strategy can help build wealth by enabling investors to leverage the full value of their investments for continued growth.

			Here’s an overview of how a 1031 exchange works:

			Key Requirements

			
					Like-Kind Property: The properties involved in the exchange must be of like kind. Generally, this refers to any type of real estate used for investment or business purposes. For example, you can exchange an apartment building for a commercial property, as both qualify as investment real estate.

					45-Day Identification Period: After selling the original property, you have 45 days to identify potential replacement properties. The identification must be in writing and follow strict guidelines, and you can typically identify up to three properties.

					180-Day Exchange Period: The entire exchange must be completed within 180 days from the date of sale of the original property. This includes closing on the purchase of the new like-kind property.

					Qualified Intermediary: The proceeds from the sale of the original property must be held by a qualified intermediary (a neutral third party) to ensure the seller does not take possession of the funds, which would disqualify the exchange.

			

			Common Uses of 1031 Exchanges

			

			
					Upscaling Investments: An investor can sell a smaller rental property and purchase a larger, more profitable property using a 1031 exchange to avoid immediate tax consequences.

					Consolidating Properties: Investors can consolidate multiple smaller properties into one larger asset for easier management or higher returns.

					Relocation: Investors can relocate investment properties to different geographic areas to take advantage of emerging markets or growing economies.

			

			Benefits of a 1031 Exchange

			
					Tax Deferral: By deferring capital gains taxes, investors can use the full amount of their equity to purchase a new investment property, potentially leading to increased cash flow and higher returns.

					Portfolio Diversification: Investors can use a 1031 exchange to diversify their portfolios by acquiring different types of investment properties, such as trading a single-family rental for a commercial building.

					Estate Planning: A 1031 exchange can be a useful tool in estate planning. Heirs can inherit the property at a stepped-up basis, which may eliminate capital gains taxes upon inheritance.

			

			Potential Risks

			
					Strict Deadlines: Missing the 45-day or 180-day deadlines will disqualify the exchange, resulting in capital gains taxes.

					Market Fluctuations: Finding a suitable replacement property within the required time frame can be challenging, especially in competitive markets.

					Depreciation Recapture: If you exchange a property that has been depreciated, you may still owe depreciation recapture taxes when you eventually sell the replacement property—unless you do another 1031 exchange.

			

			A 1031 exchange can be complex and requires careful planning. Working with professionals such as qualified intermediaries, tax advisors, and real estate experts is crucial to ensure compliance with all regulations and to maximize the benefits of this strategy.

			Another option is to sell your current property for a gain and buy a new one in the same year, then perform a cost segregation study so the new property’s losses can be used to offset the gains from the sold property. You want to ensure these losses will not be limited in their ability to offset the gains.

			I hope you’ve gained valuable insights regarding buying and selling real estate and its tax benefits. Real estate investments play an important role in building financial wealth and should be part of your investment portfolio—whether or not you can take immediate tax advantage. In the final chapter, we will briefly discuss clever ways to protect your real estate and business portfolio and transition your wealth to your children with no tax obligations.

		

	
		
			Chapter 4

			Protecting Your Family and Your Assets

			Protecting Your Family While You Are Building a Business

			In this chapter, I’d like to share some of the best practices and real-life experiences—both my own and those of my clients—highlighting what works well and what can go wrong when planning is overlooked. Starting a business is challenging, and it’s especially demanding if you have a family with young children depending on you. When you work for an employer, you likely enjoy benefits such as health insurance, a 401(k), life and disability insurance, and other perks—none of which may be available once you leave your job. As you build your business, there’s also a good chance that your cash flow will initially be much lower than your regular paycheck. This is why careful planning is essential before beginning your journey as an entrepreneur.

			If you have young children or loved ones who rely on your financial support, it’s essential to have protections in place before leaving a secure job. Consider purchasing an affordable term life insurance policy—perhaps for fifteen years—and obtaining disability insurance to cover basic needs if something unexpected happens while you’re building your business. You may also need to pause retirement contributions temporarily, but avoid withdrawing from your retirement funds to finance your lifestyle.

			Assess your financial situation. Do you have enough funds to operate your business and cover personal financial obligations for at least six months? It’s crucial not to rely on your 401(k) as part of your business or personal financing plan. You’ll want sufficient funds on hand to support your business’s growth.

			Discuss your plans and challenges openly with your spouse and family. If your spouse has taken time off to care for the children, perhaps they could take on part-time work, or your teenage kids could consider part-time jobs to cover their own basic needs. Building a business is a team effort, and everyone’s support is essential for the journey ahead.

			Avoid selling real estate or other appreciating assets to fund your business. Instead, consider bank financing. Selling assets may generate taxable income, which means you’ll need extra cash to cover tax obligations from the sale in addition to other financial responsibilities.

			Looking back, I realize I would never start a business entirely from scratch today, knowing what I know now. Starting with an existing business accelerates growth significantly. You’ll have predictable revenue and cash flow from the beginning, rather than waiting for things to stabilize as you build from the ground up. While there may be loan payments and interest, your cash outflows are often more manageable than starting with zero cash inflows. Plus, you benefit from established systems, an experienced team, a solid business reputation, and an existing market presence.

			

			Protecting Your Real Estate Portfolio

			First of all, I must remind you that I am not an attorney and cannot provide legal advice or guidance on liability protection. Instead, I will simply share best practices that my clients and I use to protect our assets. You should not only consult a tax attorney but hire one to create a comprehensive tax and legal protection plan.

			Protecting your real estate portfolio is essential to safeguard your assets from potential risks, liabilities, and financial losses. Here’s a strategic plan to help ensure your investments remain secure:

			
					Establish a Legal Entity

			

			Holding your properties in a Limited Liability Company (LLC) can protect your personal assets from claims arising from lawsuits or debts related to your properties. By separating your real estate assets from your personal wealth, an LLC provides a critical liability shield.

			
					Asset Segregation

			

			To minimize risk exposure, consider holding high-value or high-risk properties in separate LLCs. This way, if one property faces a lawsuit or liability, your other properties remain protected. For example, my attorney created not only separate LLCs for each of my properties but also a Wyoming LLC (WY LLC) that holds all of my Colorado LLCs (CO LLCs). Based on their expertise, a WY LLC provides significantly more protection than a CO LLC. However, because the properties are located in Colorado, CO LLCs are still required.

			
					Insurance Coverage

			

			Adequate insurance is crucial. Ensure each property has comprehensive coverage, including liability, property damage, loss of rental income, and natural disaster coverage (e.g., flood or earthquake insurance, if applicable). Mortgage companies will require you to have insurance—and if you don’t provide proof, they will purchase it on your behalf at up to ten times the market cost. Consider purchasing umbrella insurance for additional protection beyond standard policies. This type of insurance is relatively inexpensive but can save you millions in the event of a major incident.

			
					Lease Agreements and Tenant Screening

			

			Use airtight lease agreements that clearly outline tenant responsibilities and property rules. Properly screening tenants can reduce the risk of renters who may damage property or fail to pay rent. If you work with a property management team, ensure the lease agreements they use are properly drafted by attorneys.

			
					Regular Maintenance and Safety Inspections

			

			Preventing accidents and liabilities starts with proactive management. Schedule regular property inspections and address maintenance issues promptly to mitigate potential hazards and keep tenants safe. I work with a property management firm, and they stay on top of all my tenants’ requests.

			
					Asset Protection Trusts

			

			Consider placing properties in an asset protection trust for added security. These trusts can be designed to protect against creditors and legal claims while still allowing you to retain control of the assets. It is also common to utilize revocable living trusts as part of a comprehensive estate and asset protection strategy.

			
					Comprehensive Record-Keeping

			

			Maintain detailed records of all transactions, expenses, repairs, and communications related to each property. This documentation is critical when defending against potential disputes or audits.

			

			By implementing these strategies, you can significantly reduce risk, safeguard your real estate investments, and support the long-term stability and growth of your portfolio.

			Protecting Your Business 

			Since your business is a valuable asset—and its daily operations inherently involve significant risk—taking proactive measures to protect it is a critical step in preserving your wealth.

			There is a 75 percent chance that you will face a lawsuit at least once during your business’s lifetime. Whether or not the lawsuit has merit, you will likely be responsible for attorney fees, legal expenses, and potentially filing claims with your insurance provider. Additionally, there is a reasonable likelihood of undergoing an IRS audit at some point. These realities underscore the importance of safeguarding your business through proper legal structures, sound practices, and a high level of professionalism.

			Key Steps to Protect Your Business

			
					Establish an LLC or Corporation	Structuring your business as a limited liability company (LLC) or a corporation can provide liability protection by separating your personal assets from your business debts and liabilities. This structure can serve as a critical shield if your business faces a lawsuit or financial difficulties.



					Separate Personal and Business Finances	One of the most important steps in protecting your business is to avoid commingling funds between personal and business accounts. Keeping separate bank accounts, credit cards, and accounting records ensures clear boundaries and can help protect your personal assets in the event of legal disputes or audits.
	If you operate a real estate portfolio in addition to your business, keep these investments and related expenses entirely separate from your business activities. Using a different legal entity for real estate investments, such as an LLC, can further shield your business from real estate liabilities.



					Operate Professionally and Maintain Proper Documentation	To operate your business professionally means managing it in a way that minimizes risk and liability exposure. This involves maintaining proper documentation, complying with applicable laws and regulations, and consistently following best business practices.



					Obtain the Necessary Insurances	General Liability Insurance: Protects your business against claims of bodily injury, property damage, or personal injury. It is a fundamental layer of protection for most businesses.
	Professional Liability Insurance: Also known as errors and omissions insurance, this policy covers claims related to professional mistakes or negligence. This coverage is especially important for service-based businesses.
	Workers’ Compensation Insurance: If you have employees or subcontractors, workers’ compensation insurance is essential. It covers medical expenses and lost wages for employees injured on the job and can protect your business from costly lawsuits.
	Industry-Specific Insurance: Consult with your insurance broker to determine whether you need coverage specific to your industry. For example, if your business handles sensitive customer data, cybersecurity insurance can protect you in case of a data breach or cyberattack. Similarly, businesses in construction, healthcare, or real estate might require specialized coverage tailored to their risks.



					Consult Legal and Financial Professionals	Regularly consulting with attorneys, CPAs, and financial advisors can help you stay compliant with regulations, minimize tax liabilities, and position your business to withstand challenges. For example, an attorney can assist in drafting airtight contracts and agreements, while a CPA can guide you in structuring your finances to protect both your business and personal wealth.



			

			Additional Risk Mitigation Strategies

			Here are some additional considerations that can be especially useful if you run your business with partners. I have witnessed unfortunate situations where relationships were damaged due to miscommunication, unclear contracts, absence of buy-sell agreements, inadequate insurance coverage, and a general lack of business clarity.

			

			
					Implement Strong Contracts and Agreements	Contracts are the foundation of your business relationships. Whether you’re working with clients, vendors, or partners, clear, legally binding contracts can prevent misunderstandings and protect your interests. Be sure your contracts include terms for dispute resolution, payment schedules, confidentiality, and limitations of liability.



					Protect Intellectual Property (IP)	If your business relies on intellectual property—such as trademarks, copyrights, or patents—take steps to secure your IP rights. Registering trademarks and copyrights helps protect your brand and creative works from unauthorized use.



					Data Protection and Cybersecurity	In today’s digital age, protecting your business data is crucial. Invest in robust cybersecurity measures, including firewalls, encryption, and employee training on data security. Regularly back up your data and have a disaster recovery plan in place.



					Create an Emergency Fund	Having a financial cushion for your business can help you weather unexpected legal or financial challenges. An emergency fund can cover expenses during a downturn, pay for legal fees, or keep your business running in the event of a cash flow crisis.



					Regularly Review and Update Your Business Plan	Periodically revisiting your business plan and risk management strategies helps you stay prepared for new challenges and opportunities. As your business grows, your risks may evolve, making it essential to adjust your strategies accordingly.
	Protecting your business requires a proactive approach that includes proper insurance coverage, financial planning, legal compliance, and strategic risk management. By treating your business as a professional entity, keeping personal and business finances separate, and consulting with experts, you can minimize your exposure to lawsuits, audits, and other financial risks. Taking these precautions not only safeguards your assets but also positions your business for long-term success.



			

			Preparing for the Inevitable: Lawsuits and Audits

			Building a business and real estate portfolio can be an incredibly inspiring and rewarding journey—until challenges arise. As a proactive and thoughtful investor and business operator, it is essential to develop the ability to anticipate potential risks and implement strategies that minimize legal and tax exposure. With careful planning and a strategic approach, you can navigate obstacles effectively and maximize the potential of your investments.

			Here are a few key considerations to keep in mind:

			
					Legal Preparedness	Lawsuits are often unpredictable and can arise from a variety of sources, including customers, employees, business partners, or regulatory agencies. Even if a claim against your business is baseless, the cost of defending yourself can be substantial. Preparing in advance by having a dedicated legal team or a retained attorney can help the process go more smoothly.
	Implement a risk management plan that outlines how to address various types of legal challenges. This may include developing a crisis management strategy, maintaining appropriate insurance coverage, and training staff on risk prevention.



					Audit Readiness	An IRS audit can be stressful, but running your business professionally and in compliance with tax regulations can make the process far less daunting. Keep thorough records of all transactions, receipts, and documentation related to business expenses, income, and deductions.
	Use accounting software to organize your financial records, and consider hiring a CPA to ensure accuracy in your tax filings. A CPA or enrolled agent (EA) can also represent you in the event of an audit, offering you additional peace of mind.



					Employee and Subcontractor Management	Having employees or subcontractors introduces additional risks, such as workplace injuries, discrimination claims, or wage disputes. To protect your business:	Ensure that employment contracts and agreements are well-drafted and clearly outline roles, responsibilities, and expectations.
	Create a comprehensive employee handbook that addresses workplace policies, including anti-harassment measures, health and safety protocols, and disciplinary procedures.
	Conduct background checks on potential employees, and ensure proper classification of workers as either employees or independent contractors to avoid legal complications.





					Consider Obtaining Key Person Life Insurance	Consider purchasing a key person life insurance policy for each partner or any employee whose skills, knowledge, or leadership are vital to your operations. If this individual were to pass away or become permanently disabled, the policy would provide a death benefit to the business. These funds can help offset financial losses, support recruitment and training of a replacement, and provide fair compensation to the deceased’s family for their share in the business.



			

			

			I’ve seen situations where a partner’s unexpected passing left the remaining owners with the financial burden of buying out the deceased partner’s share from family members. In some cases, disagreements over this payment led to prolonged and costly litigation. A key person insurance policy can help prevent these challenges by ensuring business continuity and reducing the likelihood of legal disputes.

			Legacy Transfer of Your Assets to Your Family

			A well-thought-out plan for the legacy transfer of assets to family members helps preserve your wealth across generations while minimizing tax liabilities. Below is a structured approach to achieving an efficient transfer:

			
					Establish a Trust

			

			Setting up a revocable or irrevocable trust is a key strategy. A trust enables assets to be transferred outside of probate, ensuring privacy and reducing legal costs. With an irrevocable trust, assets may also be removed from your taxable estate, helping to reduce estate tax liabilities.

			
					Lifetime Gifts

			

			You can take advantage of the annual gift tax exclusion, which allows you to give up to $19,000 per recipient (as of 2025) without incurring gift taxes. This approach helps reduce the size of your taxable estate over time. Lifetime gifting is especially effective for transferring appreciating assets to future generations.

			
					Family Limited Partnerships (FLPs)

			

			Consider establishing an FLP to transfer ownership interests in a business or real estate to family members. This structure allows you to retain control over the assets while potentially benefiting from valuation discounts for tax purposes.

			

			
					Generation-Skipping Transfer (GST) Tax Exemption

			

			Utilize the GST tax exemption to transfer significant assets to grandchildren or later generations without incurring additional taxes. This strategy helps avoid double taxation across generations.

			
					Step-Up in Basis

			

			Assets inherited through an estate generally receive a step-up in basis to their fair market value at the time of the owner’s death. This adjustment can significantly reduce capital gains tax for heirs if they later sell the assets.

			
					Tax Implications	Estate Taxes: The current federal estate tax exemption is $13.99 million per individual (as of 2025). Amounts exceeding this threshold may be taxed at up to 40 percent, plus any applicable state tax. (Note: Colorado does not currently have an estate tax.) Strategic planning is essential to minimize exposure.
	Gift Taxes: Gifts that exceed the annual exclusion may count against the lifetime estate tax exemption.
	Income Taxes: Beneficiaries should also consider income tax implications, especially with assets such as retirement accounts, which may trigger taxable income upon distribution.



			

			By integrating trusts, lifetime gifting, and strategic asset transfers, you can efficiently pass on your legacy while minimizing taxes. You’ve dedicated your life to hard work, taken risks, and built your assets—often sacrificing time, energy, and personal moments to create something meaningful. It’s not just about the wealth you’ve accumulated; it’s about the legacy you intend to leave behind.

			

			To honor those sacrifices and ensure your loved ones reap the full benefit of your efforts, thoughtful tax and legal planning is essential. With a well-structured plan, everything you’ve worked so tirelessly for can be passed on seamlessly—free from unnecessary taxes and legal complications—transforming your legacy into a lasting gift of love and security for generations to come.

			

		

	
		
			Conclusion

			Running a business and investing in real estate requires tremendous effort, dedication, and a willingness to take on significant risks. As an entrepreneur or investor, you are responsible not only for your own financial well-being but also for the financial security of your family—and, in many cases, the livelihoods of others. Planning for the future, mitigating risks, and preparing for unforeseen emergencies demands focus, sacrifice, and an unwavering commitment to your goals.

			I want to commend you for having the courage to step out of your comfort zone and build something meaningful for yourself and your family. The journey to creating lasting wealth and a legacy is not easy, but it is deeply rewarding. The fact that you are taking proactive steps to grow, protect, and sustain your wealth speaks volumes about your vision, discipline, and resilience.

			I hope this book has provided valuable insights into what’s possible—and the strategies you can use to achieve and preserve significant wealth. Whether it’s understanding tax planning, protecting your assets, or scaling your business, you now have the tools to take control of your financial future.

			Remember, the road to success is a continuous journey of learning and growth, and I’m confident you have what it takes to turn your goals into reality.

			Wishing you all the best as you continue to build your legacy and secure a prosperous future for yourself and your family.
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