...and $10,000
competition

Practical L
Entrepreneurship

CLASS 4: TACTICS AND STRATEGY

The nuts and bolts of starting a venture and nuggets of wisdom to keep
in mind on your journey




Goal of today’s class

Review the specifics behind getting a business going. Understand
how to reinvest to keep your business going. Leave with some

parting thoughts to keep in mind.




First steps to getting your business going

TOd ay’S Pla N How to grow your business (or not)
Parting thoughts/nuggets of wisdom




Five steps to get your business going

Incorporate = There are many options each with their own trade offs

Set up a bank account = |t's important to not comingle personal and business funds

Buy insurance = Protect yourself against loss (at a cost)

Set up a basic accounting system = Strong records are important, there are tools to help

Pay your taxes!!! = Not complying with the IRS is ... a problem




Step 1: Incorporate

Proprietorship/

Partnerships

Limited Liability
Corporation (LLC)

What is it?

Can | have investors?

Am | protected from
business debts/liabilities?

Admin difficulty
Set up costs

Tax implications

A business that has one
owner (Proprietorship) or
two or more co-owners
(Partnership) and is
governed by a partnership

agreement
X
X

Free

Owners taxed on income

A business structure that
protects its owners from
personal responsibility for
its debts or liabilities

v

v
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Owners taxed on income

A business structure that is A legal structure for a
permitted to pass its taxable corporation in which the
income, credits, deductions, owners are taxed separately
and losses to its from the entity
shareholders

v v
v v

| Types of shareholders
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Shareholders taxed on Profits taxed twice (corp
income income and shareholder
L— dividends)




Step 1: Incorporate — Live example

Let’s start a company right now...

Head to the GA SOS website



https://ecorp.sos.ga.gov/

Step 2: Set up a company bank
account...don’t comingle funds

What does it mean to comingle funds... ...and why shouldn’t | do it

Commingling of funds means that you’re treating
your business’s money as your own. Some ways
to commingle funds are: Lose your LLC protection

o

Taking money out of a business account to pay for
personal expenses

Disqualify you from certain

deductions

o

Using only one bank account for both business and
personal needs

o

Writing business cheques to pay for personal expenses

Transferring money back and forth between business
and personal accounts

Difficult to assess the health of
your business

o

Source: https://www.zenbusiness.com/blog/commingle-funds/, https://millerbernstein.com/2016



https://www.zenbusiness.com/blog/commingle-funds/
https://millerbernstein.com/2016/11/17/commingling-money-dangerous-practice/

Step 3: Buy Insurance

Insurance is a means of General Liability (GL) Worker’s Compensation (WC)

protection against loss.
= Protects a business from third-party = Provides coverage for employees

This comes at a cost claims for bodily injury, property who are injured or become ill due to
’ damage, or personal injury work-related activities
namely
= Example: customer slips and falls in = Most states require WC
= Premium —an amount to be retail store = Example: an employee is injured
paid (typically monthly) for carrying heavy boxes
an insurance policy <>>
= Deductible — a specified
amount of money that the = Protects against claims alleging = Protects against data breaches, cyber
insured must pay before an negligence, mistakes, or failure to attacks, or other cyber-related
insurance company will pay perform professional duties incidents.
a claim = Example: a consultant provides = Can help cover costs associated with
advice to a client that results in data breach notifications, legal
financial loss for the client defense, and damages




4. Set up a basic accounting system

Why do we need an accounting system?

Communicate financial
health to investors,
customers, employees, etc.

Understand the financial
health of your company

Properly track and pay your Manage cash flow

Issue invoices (for you to be
paid) and POs (for you to pay
suppliers)

Budget for the future

What do we use to do that?

Most small businesses use QuickBooks

Getthings done  Busituss ovetview
CASH FLOW :
$16K

Current cash baarce

¥

. s M

1111

= L
R

INVOICES

SR

oG

$5,261.92 Unpaiet Lons 345 oy

$1,525.50 $3,756.02
Ovordus Nat cha st
E—

$3,69222 Puid List 30 duys
$2,062.52 $1,629.70
Nt deoorited Owpostad

EXPINSES

$14K

Businars spandng

Lant masth v

* 34,500
Rere & mong

*$5,250
Awmomative

51,250
Moaks & ammer

©31,000
Otbaes

This week ¥

PROTIT AND LOSS Last manth

$8K

Nt lncome far March

20 review

el 7
ncome
1000 310 menee

14,000 yr
Expensen 724
BANK ACCOUNTS. F 4
CHECKING 10 revaw

Bancbalince  $12435.65
in QuickBiooks ERRLI RS

CREDIT CAXD S 10 revaw
Bantbalince $343548
in Quickiocls 15202




...but what do | need to know to setup
and use accounting software

Choose an Determine how
: Set up a chart of
accounting often to update
accounts :
method accounting records

Record financial Generate financial
transactions statements



https://www.patriotsoftware.com/blog/accounting/how-to-set-up-accounting-books-for-small-business/

...but what do | need to know to setup
and use accounting software

Choose an
accounting
method

Set up a chart of Determine how

often to update

accounts :
accounting records

Two main accounting methods A list of all the accounts that a Depending on the business,
* Cash basis — records business will use to record financial accounting records can be updated
transactions when money transactions daily, weekly, or monthly
changes hands
e Accrual basis — records Typical accounts
transactions when they occur, * Assets
regardless of when the money is * Liabilities
received or paid * Equity
* Revenue
* Expenses

Source: https:



https://www.patriotsoftware.com/blog/accounting/how-to-set-up-accounting-books-for-small-business/

...but what do | need to know to setup
and use accounting software

Record financial Generate financial

Reconcile accounts g

transactions statements

These financial transactions should Reconciling accounts involves Three main types
be recorded accurately and comparing accounting records to * Balance sheet —a snapshotin
consistently bank statements to ensure that time showing assets, liabilities,
* Invoices they match and equity
*  Receipts e Cash flow statement — shows
*  Payments made to vendors This is important for identifying how the balance sheet has
e Revenue received from errors or discrepancies changed from one period to
customers / another
Generate these regularly (at * Income statement — shows the
least quarterly) to track profit (or loss) received during a
performance particular time period

Source: https:



https://www.patriotsoftware.com/blog/accounting/how-to-set-up-accounting-books-for-small-business/

5. Pay your taxes!

Pay taxes... ...or else

A state and local tax you charge to your
(non-exempt) clients and pay to the proper
authority

A federal, state, (and sometimes local) tax
you pay on your income or your company
profits

A tax paid on the wages and salaries of
employees to finance Social Security,
Medicare, and unemployment insurance




First steps to getting your business going

Today’s Plan

Parting thoughts/nuggets of wisdom




Reminder: there are two types of
companies

Lifestyle Companies Growth Companies

Focuses on local or regional
markets

* Focuses on global or regional
markets

* Based on some innovation
(tech, business process,
model) which provides an
advantage

Innovation not necessary and
may not be a competitive
advantage

* Most often a family business
* Diverse ownership structures

Requires very little external
capital * Starts off loosing money,

requires upfront investment

Revenue, Cash Flow, Jobs, Etc.
Revenue, Cash Flow, Jobs, Etc.

Time e

If you want to start a growth
business, the next slide is for you




Allow your company to grow by
reinvesting profits

Growth businesses can be difficult to maintain for the founder. Here are some tips and tricks

&

Learn to be an expert in the Learn to delegate and trust Stay positive in times of defeat
operations of the business, others to scale and passionately focus on the
know your craft success of the business

Most important!




First steps to getting your business going

TOd ay’S Pla N How to grow your business (or not)

Parting thoughts/nuggets of wisdom




The sunk cost fallacy

Fail fast, get comfortable with failing

If we don't get rid ot T N
of the anchor, art-ups will pivot frequently until the

the ship willsink! % right niche is found

Previous decisions are in the past ‘ » —V
they should have no impact on
future decisions
(still learn from them)

No! This anchor was
very expensivel

Source: https:



https://www.linkedin.com/pulse/sunk-cost-fallacy-lets-keep-digging-deeper-hole-pei-ying-chua/

Aligning
Incentives

All economic behavior is driven by
incentives, which are the rewards and

penalties associated with different
choices...

...make sure those incentives work for
you

Make sure incentives for all partners and team members
work in the same direction, to support your goals

Avoid the principal-agent
problem where there is a conflict
in priorities between you, the
owner (principal), and someone
who works for you (agent)




Opportunity costs

Value

* The path not taken

The cost of an action is the value of the

/ next best alternative that must be given
Opportunity
=D/ -

V4 Internalizing this will let you value your
| I i S The path taken time enough to be able to let mildly

P successful projects go in order to chase
more valuable projects

Time




Confirmation bias

Confirmation bias: The tendency to seek
out information that supports existing
beliefs and ignore information that
contradicts them
What
confirms Instead, flip this tendency and try to prove
your beliefs your ideas wrong

Objective
facts

When you’re not able to prove your idea
is a bad one...you might be on to
something

What most people choose to see




The pareto principle (80/20 rule)

100%

e

Roughly 80% of outcomes come from 20% of
causes

Outcomes

Use this to prioritize your time: example:
focus on your top 20% of customers, or top
20% of products

20% Causes 100%




Don’t forget to

fill out our quick
survey

https://forms.gle/16puteUvv6ahJD76A



https://forms.gle/16puteUvv6ahJD76A

