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SUNAL FINANCIAL PLANNING

SIX KEY FOCUS AREAS FOR GREEN
INDUSTRY BUSINESS OWNERS.

BY BRIAN MARINO

imply hoping that a potential sale of your Green Industry busi-
ness will provide for your retirement needs is not an option. It’s
crucial for small business owners to spend time focusing on their
long-term personal financial planning to ensure they have the
leverage, flexibility and control to achieve financial independence.
We’re often reminded by experts to spend time working “on
the business” and not just “in the business.” This concept leads
owners to focus on everything from profitability to employee
retention to succession planning. Each of these areas and others are integral
to grow as an organization, but the challenge becomes ensuring that you tie
your business planning into your family’s personal financial planning.

The reality is there’s never a good time to do planning until it’s too late.
It’s easy to put off your planning, only to wake up and realize that five, 10 or
15 years have gone by and now you have to play catch-up.

Fear not: Today is a great day to start. Here, we simplify financial planning
into six focus areas: financial position, protection strategies, wealth accumula-
tion, retirement planning, tax reduction strategies and estate planning.
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FINANCIAL POSITION

Financial position is about

finding the unique plan that

fits within each family’s goals,
objectives and philosophies. It’s all
about efficiency; most people are
unintentionally inefficient. To get your
personal financials in order, you need a
personal balance sheet, a family budget
and an efficient debt management plan.

The balance sheet, or net worth
statement, is as simple as listing all
of your assets and liabilities with the
values or balances tied to each.

Next comes a family budget. Most
business owners and executives have
great cash flow statements for their
organizations, but getting them to
put their personal spending on paper
is like pulling teeth. This task usually
gets delegated to the person in the
family who does the spending or pays
the bills. Regardless of who creates the

continued on page 26
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p E E m E ; draft, both spouses (where appropriate) must weigh in on
\

BROADLEAF HERBICIDE FOR TURF the month-to-month cash outflows.

Part of a healthy balanced budget is managing your
debt properly. From mortgage and car payments to your
credit cards, lines and loans, it’s important to be as effi-
M&M ygu Nggd cient as possible with each piece of debt you have. Smart

debt management is about leverage, i.e., maximizing
monthly cash savings by balancing the payoff timeline

B!. g@d!g@f with the interest you'll pay.
Weed Control... S ——

Once your financial house is in order, turn

your attention to the “what ifs” that can derail

planning. Even the best-crafted business or
financial plan isn’t worth the paper it’s written on if it
doesn’taddress potential roadblocks. To address these, we
need to delve into the world of insurance. It’s an impera-

tive part of your planning with an undeserved stigma that
most can’t afford not to look into. Basic protection strate-
gies include the following types of insurance: life, disabil-
ity income, long-term care, home, auto and liability.

Many people buy life insurance because they “love
someone” or “owe someone.” I've never had a client tell
me a death benefit check was too big. Most of us will use
life insurance for several different reasons. Some use it for
business buy-outs; others use it for college funding or to
ensure that should they pass away prematurely, their family
won't have to compromise their quality of life. Some will
even use it for cash accumulation on a tax-advantaged basis.

With disability income and long-term care, you're
looking to protect both your working years (disability
income) and your retirement years (long-term care).
These types of insurance can be complicated. Having the
right policy design is crucial.

Liability coverage has become a commodity today
with everyone looking at price. Price is important, but
ensuring you have the proper coverages, limits and
deductibles is vital when one of your largest personal
assets is your business—even if it means paying more for
a better company or product.

Business owners should work with their tax and
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Visible activi ty in hours financial professionals to help structure these coverages 5
to provide for tax efficiencies, when applicable. Regard- _’
Effective, fast-acting, less of the type of insurance, working with a seasoned
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professional will help you get it right and keep it right as
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WEALTH ACCUMULATION

Most of our working years
are spent in wealth-accumu-
lation mode, trying to stock-
pile enough dough to last through the
long winter that is retirement.
Along the way we each have
goals and objectives we strive to
accomplish based on our standard
of living and what we want in life.
Each requires an individual strategy
and an understanding of how the
components of funding a goal tie
together. For each objective consider
the following:
» Goal — How much of the expense
I want to cover?
>Timeline— When do I need the
money by?
¥ Inflation — What's the total cost
in futare dollars?

“THE CHALLENGE IS TO TIE
YOUR BUSINESS PLANNING INTO
YOUR FAMILY’S PERSONAL
FINANCIAL PLANNING.”

» Growth — What rate of return do
I feel comfortable working to attain?

The parameters above will help
you determine how much you have
to save, but that’s just the first step.
Next, you’ll want to figure out how to
invest it and in what type of vehicle.
This shouldn’ be a one-and-done
scenario for most people, as there are a
multiple of ways to save for any given
objective. Working with a financial
planner and/or a registered invest-
ment advisor can help you determine
the savings goals tied to each of your
objectives, then help you create the
investment strategy that fits with your
family’s philosophies.

TAX REDUCTION STRATEGIES

“You never let the tax tail

wag the dog,” but, you need

to be mindful of our ever-
changing tax environment.

Most business owners today work
with CPAs on both their business and
personal tax returns. The focus is typi-
cally on reducing tax burdens today. In
addition to minimizing the tax burden
in each working year, you need to
begin planning for the tax implications
in retirement.

Consider these common assets:
401(k), Roth IRA, annuity and nonqual-
ified brokerage account. The money

continued on page30
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continued from page 28

in each of these is taxed differently. How
and where you save/invest your money
over the next 10, 20 or 30 years can have
a tremendous impact on how much of
your money you actually get to spend
when you go to use it. That’s why it’s
important to build a sound savings and
investment plan that complements your
business and other assets.

RETIREMENT PLANNING

From wealth accumulation to

wealth preservation, the ulti-

mate goal is retirement income
distribution. Financial independence
means something different to everyone.
Some business owners we work with tell
me that they’ll “never retire” and con-
tinue to have some role in their com-

For over 40 years, Air-O-Lator has been making eco-friendly, panies for the rest of their lives. Others
high performance products. Font’N-Aire fountains combine want to get out as fast as possible. Even
aesthetic beauty with a natural way to improve water quality if you fall somewhere in between, retire-

and health. Backed by outstanding customer service, ment typically will be one of the largest
Air-O-Lator fountains are easy to install, service and upgrade. goals most people accomplish.
Retirement planning doesn’t have to
www.airolator.com 800-821-3177 be daunting, but for many, the unknown

of how much they have to save each
year and what return they need to
achieve can prevent them from ever

Wherever your business takes you,
we're there to help.

At Progressive Commercial Auto, we know your business
depends on your vehicle. For over 40 years, we've been
offering Commercial Auto insurance designed specifically
for small business owners. And with 24/7 live support and
expert claims representatives, we get you back on the road

fast. On the road with you. Now that’s Progressive.

Call for a Free Quote

1-888-375-7905

Find an Agent
ProgressiveCommercial.com
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Determining retirement income

Use these parameters to determine how much income you'll need when you retire.

> Projected business sale. This factor is challenging, especially if you're looking 10
to 20 years ahead. If the year you plan to retire falls in line with a negative economy, this
number may not be what you thought. It may force you to extend your timeline. Working
with a good advisor, you should be able to come up with a conservative projection.

THROUGH

THE GROUNDS GUYS®
> Fixed income sources. From Social Security to pensions, the next step is FRANCHISE
determining what you have coming in each year and how it will inflate over time. Many
sources will provide more income the longer you wait to turn them on, so you most

likely will find yourself looking at multiple options for each.

nu .‘;-
\ .
R

LANDSCAPE
MANAGEMENT

> Investable assets and current savings. Look at all the wealth you've accu-
mulated outside of your business in cash and investment accounts and tie in how much
you're adding to these each year and at what rate they're growing. This includes other
assets (other things you own that could be used/sold to produce a cash equivalent) and
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inheritances (these can have a major impact on a retirement planning picture.)

If we assume these three factors will make up most, if not all, of your

income streams in retirement, you can begin to project how close
you are to hitting the target you want. Don't forget to account
for income changes throughout your working years and expense

changes in your budget. Thirty years from now, most people will
have a different view of the lifestyle they want to live.

getting started. Don’t fall into that trap.
(See “Determining retirement income,”
above, for more information.)

ESTATE PLANNING

The last key area of planning

ties into the eventual transfer

of all your assets—and the
documents you may need in place to
ensure things happen the way you want.
These could include wills, living wills,
powers of attorney or any number of
different types of trusts.

Many bad things can happen when
you don’t have a proper estate plan in
place, including having monies tied up in
probate, paying additional taxes and fees
or losing assets all together. Meet with
an attorney to understand your options
and what makes sense for you and your
family. The attorney who drafted your
operating agreement or your buy-sell
agreement may not be the same person
to use when it comes to your personal
documents. Find the right person and
get the documents done. Once com-
pleted, review them as life events happen,
or at least every three to five years.

TOTAL INTEGRATION

Now that you know the most important
areas to focus on, what’s next? The key to
effective financial planning is to integrate
all of your advisers and strategies. It’s the
only way I know to help business owners
make their plans efficient and coordi-
nated. Typically, a good financial planner
also will play the role of a quarterback
and help manage each person on the
team, including your CPA, attorney, debt
specialist and liability specialist. They all
should talk to one another, considering
they each play a vital role in ensuring
you complete your plan. Knowing that
all these areas coordinate should create
some much-needed peace of mind.

If you aren’t following your plan,
whose plan are you following? The
sooner you start planning, the better off
you’ll be. What are you waiting for?

Marino is a financial planner with Skylight
Financial Group in Cleveland. He is a reg-
istered representative of and offers securities,
investment advisory and financial planning
services through MML Investors Services
LLC. Reach him at 216-592-7358 or

brianmarino@financialguide.com.

The Grounds Guys,
The fastest growing

franchise in landscape
contracting industry. The
Grounds Guys provides
a successful landscape
maintence for business
owners model targeting
upper end residential
and commercial clients.

GroundsGuys

LANDSCAPE MANAGEMENT

888.208.0661

GroundsGuysinfo.com

Want to
Learn more?
Check out
Joe’s story at
Joes-Story.com

Independently owned and
operated franchise
© 2013 The Grounds Guys, LLC
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< A GOOD NUMBER CRUNCHER IS VITAL TO
SYOUR FINANCIAL SUCCESS. SHOULD YOURS
' BE AN INSIDE EMPLOYEE OR
AN OUTSIDE PROFESSIONAL?

I
BY RON EDMONDS -

any small business
owners don’t con-
sider selecting an
accountant to be
a very important
business decision.
That can be a
crucial mistake.

I can tell you many stories in
which my clients didn’t have the right
accountant—and others in which the
right accountant made all the differ-
ence in the world.

One client with more than $2.5
million in annual revenue used a
bookkeeper from a national tax prepa-
ration service to prepare his financial
statements. The only problem was
she got sick and ended up a full year
behind in preparing monthly financial
statements. (Actually, that wasn’t the
only problem...) Another client relied
on a part-time CFO to fill the need.
At one point, he was there one day
per week. When times got tough, the
client cut the part-time CFO back to

34 LANDSCAPEMANAGEMENTNET | FEBRUARY 2013

a couple days per quarter. That didn’t
quite work.

Most small businesses have one
main advisor they go to for serious
business advice. For some, that advisor
is their accountant. For others, it’s an
attorney. For others, it’s an industry
consultant or a business coach. I've
seen each of those possibilities work
very well, but you do have to have
an accountant, whether it’s an inside
employee or an outside professional.

continued on page 36
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continued from page 34

"To determine which set-up works
best for you, consider what you need
from your accountant. Of course, you
must have an accountant or tax profes-
sional to prepare your tax returns.
"That’s only the beginning, but sadly, in
many cases, that’s where the relation-
ship between a small business and its
accountant begins and ends.

CONSIDER YOUR NEEDS

What do you need an accountant for
beyond tax compliance? Here are a
few things that come to mind:

¥ Tax planning. Tax planning is
never easy for a business, but it’s
become extremely challenging in the
current political environment. It’s
hard to plan when taxes and tax rates
are uncertain and change frequently.
You need an accountant who follows
what’s going on legislatively and at the
Internal Revenue Service (IRS) and
other taxing authorities.

? Tax audits and controversies.
You need an accountant or other tax
professional who can help you avoid
problems, help resolve issues as they
develop and guide you through an
audit when necessary.

» Accounting systems. You need
an accountant to help you set up an
appropriate accounting system for
your business. The real purpose of
that accounting system is to give you
the information you need to run your
business. Many business owners and
some accountants understand that. If
you can’t get accounting system advice
from your accountant, where are
you going to get it? There are some
alternatives, such as consultants, who
may or may not be accountants, who
specialize in implementing account-
ing systems such as QuickBooks for
small businesses. Nationally, there are
a handful of consultants who specialize
in implementing these systems specifi-
cally in landscape services businesses.

> Financial statements. Your
accountant should make sure you
have access to accrual-based finan-

revenue to the time period it was
earned and expenses to the periods in
which they’re incurred). Usually, your
accountant will compile, review or
audit those financial statements. This
is a frequent problem area, as tax-ori-
ented accountants often will compile
income tax-based financial statements
that are cash basis, which are not
much help in understanding how the
business is performing financially.
You also may be getting them very
late, probably about the time your
extended tax return is due. When it
comes to running your business, that’s
ancient history.

> Business advice. Your accountant
will develop an in-depth knowledge of
your business and has done the same
for many other businesses. You should

CPA. You may find an accountant with
credentials, such as a public accoun-
tant or an enrolled agent who can
serve you well, but make sure their
skills extend beyond tax compliance.

> Look at the range of experience.
Either your accountant or his firm
should bring a range of experience,
including tax compliance, tax plan-
ning, accounting systems and financial
statement preparation. Be sure to ask
about those qualifications.

> Check industry experience. Ide-
ally, your accountant will have specific
industry experience or be willing to
gain industry knowledge through
continuing education or using indus-
try information available from trade
groups. You also can share informa-
tion from trade magazines with your

MANY COMPANIES MAKE THE
JuMpP TO AN IN-HOUSE
ACCOUNTANT wHEN THEY
REACH $3 MILLION 10O $5 MILLION
IN ANNUAL REVENUE.

receive value from that experience.
Your accountant should be able to
advise on such topics as budgeting and
working capital management.

IDENTIFYING A WINNER

So how do you find an accountant
who meets your needs? Here are some
suggestions:

% Look at qualifications. You may
want a certified public accountant
(CPA). A CPA has four to five years of
education, passed a challenging 5
comprehensive examination and = -

agreed to follow professional and ethi-.
cal standards, including continuing, .« *

. . L
education. But not all CPAs are alike.” " oo &%
e

For example, I passed the CPA exam
nearly 35 years ago and practiced

as a CPA for many years. But I have
never prepared a corporate income tax
return for a client. Not once.

cial statements (i.e., ones that match Your business may not require a e O
' ANS o
< ~o " N
o
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accountant to inform them of industry
developments. Your financial statements
should be prepared on a basis similar to
other companies in your industry.

¥ Ask for referrals. One of the advan-
tages of participating in trade associa-
tons is having a working relationship
with your peers, sometimes even your
competitors. You may be able to ask for
a referral to an accountant with exactly
the qualifications and experience you
need. Accountants are bound by a high
level of ethics, including maintaining
client confidentiality, so it’s usually not a
problem to use an accountant who serves
other similar businesses in the area.

> Check references. I recommend
asking for—and checking—references
for any accountant you’re considering.
They may not be of great value (who
would give you an unhappy client as a
reference to call?), but you can pick up
information about how well an accoun-
tant actually performs. Do they meet
deadlines? Are they accessible? Are they
knowledgeable about issues?

> Evaluate your accountant from
time to time. Choosing an accountant is
not necessarily a one-time proposition.
Like most other business relationships,
it’s a good idea to periodically evaluate
whether your accountant is meeting your
needs. Your needs now may be different
than they were when you were a start-up.
"The accountant who served you so well
in the beginning may not be the best fit
for you now. Many companies wait too
long to make a change.

At some point, it will become time to
consider adding an in-house accoun-
tant. There’s no magic formula, but
many companies make that jump when
they reach $3 million to $5 million in
annual revenue. After taking the step,
many business owners say it was the
single best decision they ever made to
improve their business and they wish
they’d done it years earlier.

When you make that move, you
should have the in-house expertise to
better manage your business. As we’ve
established, managing the relationship
with your outside accountant can be

complicated. Most companies still need
an outside accountant when they have
an inside one, but there’s a side benefit:
Your inside accountant probably will
be responsible for helping you manage
your relationship with your outside
accountant.

Selecting an accountant carefully is
likely to pay dividends for your busi-

dealer or visit poweredbypropane.org.

Some restrictions apply.
See rules at poweredbypropane.org.
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ness—some obvious ones and others
less so. It’s an important step in the
process of building the foundation for
business success. Lm

Edmonds, a corporate finance professional, is
the principal consultant for The Principium
Group in Cordova, Tenn. Contact bim at
redmonds@principiumgroup.com.
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s the cost of today’s activities

tax deductible?” That’s the

question one of my land care

clients recently asked me at

a fancy dinner after a Green

Industry golf outing.

Having just been through

a tax audit for another client
where the Internal Revenue Service
(IRS) auditor disallowed most of his
travel and entertainment deductions
on his prior three years of tax returns,
I replied, “It might be.”

“Are you kidding? This day is
absolutely deductible,” my client
replied with righteous indignation.
He’s probably correct, but it’s because
several tests for deductibility had been
passed—not just because he was hav-
ing a great day on the golf course with
his buddies.

Many businesses deduct expenses

AVOID EXPOSING
YOUR COMPANY
TO AN AUDIT.

BY DANIEL S. GORDON

related to travel, meals and enter-
tainment and hope the statute of
limitations passes, thereby avoiding
disallowance of those expenses upon
audit. Take note: New IRS technology
makes that a risky strategy.

In fact, the IRS receives millions
of tax returns each year and it doesn’t
have the resources to go through
them all, so it uses an automated
computer-based scoring system called
the Discriminant Inventory Function
System (DIF).

LANDSCAPEMANAGEMENT.NET | FEBRUARY 2013
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According to the IRS website,
the DIF score rates the potential
for change or irregularities based
on past IRS experience with similar
returns. Though the calculation of
the actual scoring system is a well-
kept secret, the purpose behind the
programming is likely an attempt
to determine which returns would
have the most potential of generat-
ing additional revenue for the IRS
through audit.

"Traditionally, travel, meal and
entertainment disallowances have
been a significant revenue genera-
tor for the IRS, and it’s likely that if
the deductions you take are outside
the norm, you will be audited. That
does not mean there will be an audit
adjustment, just that you will be
audited. How well you keep records
showing your compliance with the
law will determine if there will be an
adjustment—and if so, how much.

continued on page 40
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T&E DEDUCTION RULES

So what are the rules for deductibility
of travel, meals and entertainment?
Here are four to consider:

Business purmpose. For travel,

meals and entertainment to be

deductible, the expenses must
meet the “business purpose” require-
ment. Under this requirement the
expenses of attending a convention or
meeting, including the cost of travel,
meals, lodging and incidental expenses,
are deductible as a business expense
as long as the professional can prove
that his or her attendance primarily
benefits or advances the interest of his
own employment or business. Gener-
ally, travel expenses paid or incurred
for a spouse or other family member
aren’t deductible unless the family
member is a company employee, has

a bona fide business purpose for the
travel and otherwise would be allowed
to deduct the travel expenses if not a
family member.

50 percent reduction. Landscape

professionals generally may

deduct meals and entertain-
ment expenses incurred for business
purposes. However, deductions for
meals and entertainment must be
reduced by 50 percent. Specifically,
this reduction applies to any expense
for food or beverages and any cost for
an entertainment activity.

No club dues. Another rule

related to meals and entertain-

ment relates to membership dues
for social or country clubs. The land
care professional must remember the
dues or initiation fees to such clubs
are not deductible, although amounts
expended specifically for business

meals and entertainment while at
these clubs is deductible subject to the
50 percent limitation.

51/49 split for combo trips. For

purposes of travel, the landscape

professional can deduct all travel
expenses if a trip was entirely business
related. If the trip was primarily for
business but extended a few days to
make a personal side trip, you can only
deduct the business-related travel,
which includes the cost of getting to
and from the business location as well
as related expenses. Caveat: When a
combination business and personal
trip is taken domestically, there’s the
51 /49 percent rule, which precludes
a travel deduction to and from the
business destination if the trip is more
than half personal. Therefore, the
business purpose should account for
more than half the time spent away to
deduct the travel.

A fleet manager PURCHASES all vehicles and equipment, FOLLOWS the

latest technology trends and software, SCHEDULES maintenance,
MAINTAINS the fleet budget, IMPLEMENTS safety standards, and
PROVIDES technical support for your operation.

Do these responsibilities fall onto you or one of your employees?

NAFA Fleet Management Association offers fleet solutions for
landscaping and lawn care companies, no matter what size trucks
or vehicles you have!

Network with thousands of colleagues and vendors at NAFA’s 2013
Institute & Expo in Atlantic City, NJ, the largest event of the fleet
management industry! Visit

for more details.

To more effectively manage your fleet
operations, connect with NAFA!
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BURDEN OF PROOF
The burden of proof is on you. To

deduct travel, meals and entertain-
ment without having them disallowed
upon audit, you need to maintain
meticulous records.

Specifically stated in the regula-
tions, you cannot deduct amounts that
you approximate or estimate. You will
need to retain source documents, such
as receipts, cancelled checks and credit
card statements. It’s helpful to retain
meeting or convention brochures and
agendas to fulfill your burden of proof.

IT’S LIKELY THAT IF
THE DEDUCTIONS
YOU MAKE ARE
OUTSIDE THE

NORM you wiLL
BE AUDITED.

In the case of an audit, timely accu-
rate and well-organized information is
paramount.

For your records to be considered
“tdmely-kept,” record the expense and
supporting information at or near the
time of the expense. The IRS consid-
ers a timely-kept record more valuable

they may be needed for the adminis-
tration of any provision of the Internal
Revenue Code. Generally, this means
you should keep records that support
your deduction for three years from
the date you file the income tax return
on which the deduction is claimed.
Ifyou don’t follow the guidelines,
don’t be surprised if you get audited,
are precluded from taking a deduc-
tion listed on your tax return and are
forced to repay the tax plus penal-
ties and interest. A good reading of
IRS publication 463 should provide
the information needed to comply
with the tax laws as they apply to
the deductibility of travel, meals and
entertainment.

than a statement prepared later.
Source documents are typically
considered adequate if they show

the amount, date, place and essential

character of the expense.

You must keep records as long as

Gordon is a New Fersey-based CPA and
owner of Turfbooks, an accounting firm
that caters to land care professionals
throughout the U.S. Reach him at dan@
turfbooks.com.
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