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FROM OUR SPONSOR

4 STRATEGIES FOR
FINDING YOUR NICHE

n the dynamic world of entrepreneurship, competition is both a
challenge and an opportunity. As you strive to carve out a niche
and attract customers, remember these principles for thriving in
competitive markets.

Identify Your Opportunity: Understanding the Competitive
Landscape — Conduct thorough market research to identify direct
and indirect competitors, analyze their strengths and weaknesses and
pinpoint opportunities for differentiation.

By knowing who you're up against, you can develop targeted strategies
to position your business for success.

Set Yourself Apart: The Power of Differentiation — In a crowded
marketplace, differentiation is key to standing out and capturing the
attention of your target audience.

Identify the attributes that set you apart, such as superior product
quality, exceptional customer service, better price or convenience, then
leverage what you do best to create a competitive advantage.

Highlighting your distinctiveness can attract customers who resonate
with your brand and offerings.

Embrace Innovation: Staying Ahead of the Curve — Innovation is the
lifeblood of competitive advantage. Continuously strive to innovate and
evolve your products, services and business processes.

Whether embracing new technologies or anticipating changes in
customer preferences, a commitment to innovation
will not only help you keep pace with competitors
but also surpass them.

Adapt and Thrive: The Art of Agility — Agility
is crucial for survival. Stay attuned to customer
feedback, monitor industry developments and be
willing to refine your strategies as needed.

Small companies are often nimbler than larger
competitors. Be prepared to adapt and adjust in
response to shifting market conditions, emerging
trends and competitive pressures.

The Arkansas Small Business and Technology Development Center’s
statewide consulting and market research services can give your venture
a competitive edge.

Call on us. We are here to help.

Laura Fine

%mﬁw

State Director
Arkansas Small Business
and Technology Development Center
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YOUR TRUSTED ALLY
IN OVERCOMING SMALL
BUSINESS CHALLENGES

N THE ARKANSAS LANDSCAPE is a hidden gem poised to help small
businesses overcome challenges. That hidden gem is the Arkansas
Minority Business Development Agency (AR-MBDA). Operated by
Communities Unlimited (CU), AR-MBDA is headquartered in Fayetteville,
Arkansas. This vital business center hub serves as a lifeline for socially and
economically disadvantaged small businesses, offering a range of resources
and support tailored to their unique small business needs. Managing the MBDA
Business Center's operations is CU’s Entrepreneurship Team, a passionate staff
of professionals committed to providing expert training and technical assistance.
Their comprehensive suite of services encompasses everything from business
assessments to strategic growth planning and financial analysis.

MBDA’s strategic goals are to assist clients with accessing more markets, more
capital and more contracts. These goals are fulfilled by connecting small businesses
to the entrepreneurial ecosystem of organizations that support their growth and
competitiveness while CU’s team is focused on building the capacity of these small
businesses through intensive and individualized one-on-one technical assistance
offered mostly through long-term, one-on-one engagements.

AL

MINORITY BUSINESS
DEVELOPMENT AGENCY

U.S. DEPARTMENT OF COMMERCE

Operated by Communities Unlimited, Inc.

SPONSORED CONTENT

Minority Business

CU’s Entrepreneurship Team has
over 26 years of experience helping
smallbusinesses withimprovingtheir
financial management, increasing
profits and improving owner equity
which helps significantly with
contract and capital readiness. In
addition, other technical assistance
services offered include but are not
limited to improving operational
efficiencies, increasing resources,
managing risks, strengthening
management teams and focusing on
strategic growth.

The MBDA Center’s ideal business
is owned and operated by a socially
or economically disadvantaged
individual and has the following
characteristics:

* Business is in the growth phase
e Revenues of at least $75,000
* Has one or more emp|oyees

Whether navigating the
complexities ~ of  government
contracting or seeking opportunities
in the private sector, businesses find
a trusted ally in the Arkansas MBDA
Business Center.

In a landscape where success can
feel elusive for those facing social and
economic barriers, the Arkansas MBDA
Business Center stands as a beacon
of hope. It's a place where dreams are
nurtured, where barriers are dismantled
and where every business, regardless
of background, can thrive. For more
information about the program, visit ar-
mbda.org or email: info@mbda.org.

ar-mbda.org | info@mbda.org

Funded by the U.S. Department of Commerce and housed within CU, a 501(c)(3) Community Development Financial Institution (CDFI), the center operates with a clear mission: to empower socially and economically disadvantaged
businesses with the tools and resources needed for growth. With a team dedicated to aligning their efforts with the strategic goals of the MBDA, the center plays a pivotal role in fostering economic empowerment within the community.



FINANCE | V4

IN THE KNOW ABOUT

CASH FLOW

GOOD DECISIONS, DISCIPLINE KEEP THE CYCLE GOING

By ADDISON FREEMAN

hen it comes
to cash flow,
the right
methods can
make or break
a business. Ensuring your business is
keeping up with the ebb and flow of
funds can be one of the most difficult
areas for a new business to master.

Mastering cash flow, or managing
where the business’s money comes
from and where it’s going, is all about
keeping track.

“Youre not only just tracking it,
youre making decisions about where
it's going to go,” said Janell Reeves,
the director of Southern Arkansas
University’s branch of the Arkansas
Small Business and Technology
Development Center. “It’s not just
letting the inflows happen as they
may — it’s all about controlling it
and being intentional with it. It’s not
budgeting; this is something that is
ongoing and consistent.”

Ultimately, what comes in, must go
out, whether to employees, insurance
and rent payments or other business
needs.

Part of managing a business’s cash
flow is to have a set amount of cash on
hand in an emergency fund of sorts.
A general rule of thumb is to have
anywhere from three to six month’s
worth of expenses on hand at any
given time. But this isn't always the
case, according to T] Boyle, a CPA with
Frost, PLLC in Little Rock.

“The idea of cash on hand is
a little bit of a question related
to comfortability and your risk
tolerance,” Boyle said. “It really needs

6 ARKANSASBUSINESS.COM/VENTURE

to be a formalized business plan to
understand both when cash flow will
comeinas you’re amaturing business,
but also the level capital. You need to
be able to put the dollars down on
paper... to understand when you need
it to match up with what you actually
expect for your numbers.”

It’s important for business owners
to be honest with themselves when
anticipating their numbers. Truly
consider when the business will make
the sales and if anyone is willing to
buy the products at their current
prices.

“Create a cash flow forecast. Don’t
relyonlucktosteerclearof unforeseen
financial obstacles and disruptions in
your... business operations,” Reeves
said. “When facing cash flow trouble,
create a solution for the moment that
aligns with your long-term goals.”

CASH FLOW AND GROWTH

As your business grows, the cash
flow management system you have in
place will need to grow with it.

For example, if a company is
building up inventory, it has to take
extra costs into consideration.

“When youre selling something,
think about all the additional costs
that go into the product that you're
selling,” Boyle said. “It’s not just
direct costs; it’s going to be overhead
or rent, and that’s where we look at
two different forms of costs. You've
got your direct cost of product, but
then you've got your overall cost. Are
you recovering all your overhead and
all your ancillary cost when you're
pricing your product?”

“A mistake a lot

of small business
owners make is
sinking all their
cash into inventory.
Let’s say they’re
selling flowers, and
they’ve got $12,000
worth of capital and
then buy $11,500
worth of flowers to
sell. Now you've
got to sit there and
hope they sell and
try to make them
sell. Then you have
to hope they don’t
die and lose value
— because any
inventory can lose
value.”

—— > JANELL REEVES

Director of Southern Arkansas
University’s branch of the Arkansas
Small Business and Technology
Development Center
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KEEPING THE FLOW GOING
REGULARLY MAKE PREDICTIONS FIND WAYS REVISIT OFTEN
MONITOR CASH Cross-reference your TO IMPROVE Monitoring your cash

Track the business’s incoming
and outgoing transactions and
identify patterns or trends. By
staying informed, business
owners can anticipate possible
shortages or surpluses and
take precautionary measures
to properly address them. An
experienced accountant can
help business owners get a
solid understanding of the
business’s cash flow statement.

historical data and current
trends with anticipated
changes in the business.
Consider factors such as the
payment history of returning
clients (do they get their
payments in on time?2), whether
the business is more seasonal
in nature and upcoming
purchases. By taking these
factors into account, business
leaders will be able to know
whether the company needs to
adjust its spending or secure
additional financing.

Once challenges to the
business’s cash flow system
have been identified, leaders
can implement strategies

for improvement. For some
businesses, this could look like
streamlining accounts receivable
processes or optimizing
inventory management to

lessen carrying costs. If the

best path would be to consider
alternative financing, business
owners should consult with their
advisors to find the best way to
avoid short-term cash flow gaps
while maintaining reserves.

flow should be a regular
part of business operations.
Cash flow performance will
vary, and strategies will
occasionally need to be
adjusted.

ARKANSASBUSINESS.COM/VENTURE 7
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Insurance

HERE IS A GOOD CHANCE YOU ARE OVERPAYING for insurance
or are significantly underinsured for risk if your commercial policies
haven’t been reviewed in the past 12-18 months.

Business owners know it’s important to protect their investments with
the right insurance coverage. When it comes to properly safeguarding company
assets, commercial insurance should be at the top of the list.

There are several important reasons to have a professional review your policies.

Understand your coverage: When it comes to commercial insurance, understanding
your coverage limits is essential. It's important to know how much of your property
and liability insurance is covered if the unexpected happens. The last thing you want
is to be left with a large bill while trying to get back on your feet after an accident or
natural disaster.

Evaluate possible risks: When planning for your business, it's important to think about
potential risks. Commercial insurance can help protect against those risks, such as
property damage, liability claims and financial losses due to theft or other occurrences.

Are you overpaying? Researching and comparing commercial policies can be a
daunting task, but not doing the research can end up costing you. Taking the time to
compare commercial policies from reliable companies can be well worth it in terms
of both coverage and savings.

Bought new equipment or expanded? Making sure your commercial insurance
policy is up to date is an important but often overlooked part of running a business.

Auto-Owners

INSURANCE

@M McGhee

INSURANCE AGENCY

If you've added new activities since
the last time you reviewed, or made
investments in equipment, those
need to be taken into account;
otherwise, you may be leaving
yourself open to liabilities and
financial losses in the event that
something unexpected happens.

Has your revenue changed?
When it comes to commercial
insurance, the trick is to stay ahead
of the game. Every business is
going to experience changes, big
and small, so being proactive in
updating your coverage means that
you can go forward with confidence
knowing your business is protected
against the future.

Lock in a three-year rate: A three-
year policy might be a great fit once
you've done a full review. This type
of policy gives business clients
stabilization and budgetary control.
While the premium may fluctuate
with changes to existing exposures
such as increasing sales or revised
building valuations, the rate itself
won't change for their property,
general liability, crime and inland
marine insurance.

Managing  your  commercial
insurance is an important process
that can save you money and
headaches down the road. Be
sure to understand your coverage
limits and evaluate possible risks
before selecting a policy. Having a
thorough review with an insurance
professional can give you the
assurance the policy covers all
assets while also accommodating
any added activities or investments.

Darin Hoover | 501-224-6666
mcgheeinsurance.com



187,

THE ESTIMATED NUMBER OF ARKANSANS EITHER
VERY LIKELY OR SOMEWHAT LIKELY TO START OR BUY
A BUSINESS IN THE NEXT 12 MONTHS

— ESRI BUSINESS ANALYST MARKET POTENTIAL REPORT, 2023

OVER
$105 MILLION

THE AMOUNT OF CAPITAL FUNDING ASBTDC'S
SMALL BUSINESS CLIENTS SECURED IN 2023.

BUSINESS SURVIVAL RATE
IN ARKANSAS
— FORBES

ARKANSAS IS THE

SR
BEST

STATE TO START A BUSINESS.

— FORBES R

V'l BY THE NUMBERS

QT ARKANSAS
COMPANIES

WON FEDERAL SEED FUNDING AWARDS TO SUPPORT
RESEARCH AND DEVELOPMENT OF INNOVATIVE
TECHNOLOGIES IN 2023. — sBIR.GOV

7798

THE NUMBER OF JOBS ASBTDC HELPED ARKANSAS
SMALL BUSINESSES CREATE AND SECURE IN 2023.

21%

OF THE 5.9 MILLION EMPLOYER BUSINESSES
IN THE U.S. ARE MINORITY-OWNED

6.9%

ARE HISPANIC-OWNED

2990,

ARE OWNED BY WOMEN
— BASED ON THE 2022 ANNUAL BUSINESS SURVEY
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A TAXING

SEASON

AVOIDING TAX MISTAKES TO LESSEN BUSINESS BURDENS

By ADDISON FREEMAN

inding the right

tax strategies as

a business owner

can make tax

season seem far

less daunting. From
returns to compliance, knowing how
to navigate taxes can help lessen the
stress of the season.

However, business owners must
approach taxes with a different
strategy than individuals.

“There are so many things coming
at a business owner that they have to
think about. They have to think about
their customer... first and foremost,”
said Gary Cooper, CPA and partner
at HoganTaylor. “And then they
have to think about hiring people...
finding people, trying to get them to
stay, trying to figure out how they
can pay more to keep them. Then,
maybe, they have to borrow money...
and the banks request a bunch of
information. Intertwined with every
bit of that is taxes.”

While income taxes are most
common, business owners have other
variations to consider, such as sales
tax, payroll tax and property tax.

“There are levels of tax that get put
on a small business owner that, to
some degree, we have as individuals
but not near what a small business
might have,” Cooper said.

Whereas individuals pay personal
property and real estate taxes, Cooper
said those are “kind of easy” as they
can be received and returned through
the mail.

Taxes for a business, on the other
hand, can be a bit more complicated.
In this case, it isn’t unusual to hire an
advisor to help manage tax season —
in fact, it’s recommended.

10 ARKANSASBUSINESS.COM/VENTURE

Not only can a business owner
save a bit of time by hiring out the
tax filing processes, but by having
a trusted tax advisor, an owner can
ensure their business is following
any new tax laws and filing proper
exemptions. Plus, it never hurts to
have someone to go to for advice.

“They [business owners] need to
find a competent advisor that they

can develop a good relationship with,”

Cooper said. “And it’s not just once a
year; it’s the ability to call that person
and say ‘I need your help probably
about three or four times a year on
understanding what kind of tax
implication the operation of their
business is going to have.”

MISCONCEPTIONS AND MISTAKES

There are just as many bad tax
strategies fueled by misinformation
as there are good methods. “When
they come in and say something
like, ‘Income taxes just aren’t my
deal, I'm going to rely on you to tell
me everything I need to know,” that
sends up red flags immediately.

If you're a business owner, you
need to get comfortable with being
uncomfortable with what you don’t
know, particularly about income
taxes,” Cooper said.

Cooper claimed that even having
an advisor is “no excuse for a new
business owner not to learn a piece of
it [taxes],” and said that even being
just conversational in the topic can
help business leaders find the right
questions to ask.

Alot of the tax-related
misinformation revolves
around deductions.

“Two of the most
frequent questions I

getare, ‘Can I write off a new vehicle
and is taking a client out to lunch
deductible?” said Jason Schnepf, tax
manager and CPA with Adams Brown
in Little Rock.

According to Schnepf, vehicles
are depreciated under the MACRS
depreciation rules, not deducted.

“Under the current laws, you can
deduct up to $1,220,000 of Section
179 for 2024, but once your total
asset purchases go over $3,050,000,
this deduction starts being reduced.
Section 168K is being phased out, but
for 2024, you are allowed to deduct
60% of the asset cost,” Schnepf said.
“There are no asset purchase cost
limitations for bonus depreciation.
Always consult with your CPA before
assuming you will receive these
deductions.”

As for meals, business owners
“can deduct up to 50% of the cost of
business-related meals,” Schnepf said.

Another area business owners can
find trouble is in payroll and sales or
use taxes.

“With payroll tax, the IRS has very
little tolerance and steep penalties
for nonpayment of your taxes —
especially the trust portion, which
is what you withhold from your
employees' checks,” Schnepf said.
“For sales tax, any purchase made
through the business could be subject
to sales or use tax, including personal
purchases.”

Schnepf said he sees people
encountering trouble with online
purchases.

“Always check your online
purchases for sales tax, and if they are
not collecting it, make sure you file a
sales/use tax return and remit the tax
payment,” he said.




DEALING WITH

CONTINGENCIES

By AMANDA ROBERTS

“YOU NEVER IN'YOUR WILDEST IMAGINATION
CAN IMAGINE TWO OF YOUR BUSINESSES
JUST GETTING TOTALLY DESTROYED.”

his unthinkable scenario became a reality for Anne Fuller last March,
when an EF3 tornado ripped through the west Little Rock building
that houses her company, Best Association Management.

Fuller, the company’s-president, also owns and leases out space in the
Shackleford Plaza building - which was left in ruins. But this wasn't
Fuller’s first brush with disaster, so she had learned to have plans in place
to get Best Association Management back on its feet quickly.

ARKANSASBUSINESS.COM/VENTURE 11



“ efore I bought our
building, we were in
another space, and
I lived through two

floods in that space,” Fuller said.

Because Best Association Management’s
computer server hosts large amounts of
client data, she said, “We had learned to
have an off-site backup and on-site backup.
And then we had a third backup, which
was the cloud. So we had lots of backup.”

Having also learned lessons from the
COVID-19 pandemic, the company had
made it possible for employees to work
remotely.

“So, the contingency was that if we
ever had a problem, we could go work
from home, and we'd be able to utilize our
backups,” Fuller said. “If we were burned
out, we could have done that scenario. If
we were flooded, we could have done that.”

Darin Hoover, president of McGhee
Insurance Agency in Little Rock, said
this type of contingency planning is vital
for small businesses, in addition to their
insurance coverage.

“It's important that businesses have
a plan in place in case of a business
interruption, whether it's caused by
natural disaster, fire, power outages or
civilunrest,” he said. “There are several
steps that go into being prepared.”

First, Hoover said, a business
should conduct a risk assessment to
identify potential issues. In addition
to natural disasters or fires, this could
include location-specific problems,
like flooding, or other potential
vulnerabilities, like cyberattacks.

Once Dbusiness owners have
identified their risks, they should
create a continuity plan that outlines
how to maintain essential operations
during and after a disaster, Hoover
said. This could include details
such as communication protocols,
evacuation procedures, plans for
protecting physical assets, data backup
and recovery plans, and options for
alternate suppliers or vendors.

Once a contingency plan is in place,
he said, it’s important to communicate
it with employees and conduct any
necessary training.

“Preparation looks different for each
business,” Hoover said, adding that
some businesses may be able to operate
remotely or temporarily relocate their

12 ARKANSASBUSINESS.COM/VENTURE

offices, while others might have to cease
operations until they can repair or replace
their facilities after a disaster.

This was the case for Patti Stobaugh,
owner of PattiCakes Bakery in Conway.

A January 2024 fire destroyed one
of two PattiCakes locations in the city.
Unfortunately, that location contained all
of the bakery’s production equipment,
forcing the closure of both locations for
months as Stobaugh and her husband and
business partner, David, pondered how to
move forward.

Ultimately ~ Patti  Stobaugh, 66,
announced she would not reopen the
bakery, citing her age as a reason. But,
like Fuller, the Stobaughs had learned
lessons from a past disaster that left them
more prepared this time around. A 2016
fire heavily damaged their other Conway
business, Stoby’s restaurant.

“We did learn after the Stoby’s fire to
make sure that youre adequately insured
or willing to accept the loss,” Patti Stobaugh
said. “We took a very hard look at all of
our coverages and made some changes
so we were adequately insured on the

PattiCakes was destroyed in a fire in January
2024, halting the bakeries' operations.

PHOTO BY KURT JONES.
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Stoby's, a Conway staple, was rebuilt after
a fire in 2016.

[PattiCakes] building.”

And, like Fuller, Stobaugh said
PattiCakes had made sure to back up its
data to the cloud every day. So she was able
to access important information, including
accounting records, despite losing several
computers in the fire.

Both Fuller and Stobaugh said they also
learned new lessons from their most recent
experiences with disaster.

“I wish I'd had business interruption
[insurance],” Fuller said, “because basically
it took us a week to set back up to work
remotely. And so we lost probably seven or
eight days of staff time.”

Fuller also said she'd learned that her
business was responsible for insuring
rented office equipment on her property.

“If you've got a $60,000 copy machine
that's not yours ... or you have a leased
postage machine or whatever, you should
have coverage for all those items,” she
said.

Hoover said insurance options can vary
greatly from business to business. An
insurance agent can help determine the
best coverage for a particular business
by considering factors like business
operations, assets, the number
of employees and contractual
obligations, he said.

Stobaugh, meanwhile, recommends
businesses immediately make a
record of all of their equipment to
make any insurance claims easier.

“Take your phone and record
everything that is in your place of
business,” she said.

“If you have to prove your loss to
an insurance company, you need
somewhere to start,” she added. “And
having a video makes it so much
easier. We learned that the hard way,
because we were in a facility that
we've been in since 1990, and it’s a
6,400-square-foot warehouse that
justhad so much stuff in it. And there's
no possible way that we can remember
everything that was in there.”

But Stobaugh said her ultimate
advice would be to make sure you
protect whatever is most vital to your
business.

“How do you insure yourself for
everything?” she said. “I would say
take the thing that's most important,
such as your building, and just make
sure that you are covered.”
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“l wish I'd had business
interruption [insurancel
... because basically it
took us a week to set
back up to work remotely.
And so we lost probably
seven or eight days of

staff time.”
ANNE FULLER

President,
Best Association Management
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Q&A:

NAVIGATING
REAL ESTATE

REALITIES

TARA LIMBIRD ON MANAGING THE MODERN BROKERAGE LANDSCAPE

By ADDISON FREEMAN

ara  Limbird owns

Limbird Real Estate

Group with her husband,

Nick. Before getting

into real estate in 2004, she worked

primarily in mortgage lending. The

Limbirds started their real estate

team in 2010 and went independent
in 2015, opening an office in Rogers.

Today, Limbird Real Estate Group

hasthreelocations, around 38 agents
and about 15 support team members.

From the outside, the role of a real
estate agent often seems like a
very independent job. How do
you invest in and manage your
agents in such an environment?

When youre an agent, and youre
self-employed, youre an independent
contractor. So no one is telling
you what to do, what time to be
there, how many hours a week you
need to work. Even though we're
a brokerage, we operate as a team.
We have set standards on our team.
We are not the agency that’s going
to have the most amount of agents
— we don’t want that. In the world
of real estate, only about 20% of the
agents do about 80% of the business,
and were not looking for just a
license hung in a picture frame on
the wall. We want top-producing
agents that know the market. They
have alot of clients.

We're heavily invested in each
of our agents. Most brokerages ...
have fees. You have to pay so much
for rent there, and you pay so much
per transaction ... for this and that.

14 ARKANSASBUSINESS.COM/VENTURE

On our team, we pay for a lot of
the expenses, and we pay for the
training ... and the leads. I know
every brokerage wants their agents
to succeed, but if they don't, it’s kind
of like, ‘Oh, well. No money gained
and no money lost.” But with us, we
have a lot to lose because we invest
so heavily in our team members.

It’s hard to go a day without
hearing about the high cost of
housing. Has the increase in cost
of living affected Limbird?

I've been in real estate now for
right at about 20 years. Back in
2004 and 2005, it was an amazing
market — one of the best markets in
history. Then we had the recession
and housing crisis, and then after
COVID, it’s just been weird. But
the one thing that remained the
same, I realized, is that no matter
what’s going on with interest rates
and no matter what’s going on with
housing prices, everyone has to have
somewhere to live. We work with
investors and landlords ... and what
we figured out from years past is
sometimes you have to pivot on what
youre focusing on.In 2004 and 2005,
we worked with alot of builders, and
when the housing crisis came, there
wasn’t awhole lot of builders left. We
pivoted, and we started to work with
a lot of banks that were working
on foreclosures and short sales and
investors. You have to pivot, and
whatever the market is requiring at
the time, you have to put your feet in
the sand to stand your ground. If you

“You have got to go out there and
find the business, and then you've
got to nurture the business. Not
everybody that you talk to about
buying a house today wants to buy a
house today.”

> TARA LIMBIRD,
Limbird Real Estate Group

want to stay in business ... you have
to learn how to be very flexible ... so
you can maneuver the fluctuations
that come your way.

Asreal estate agents, we don’t have
anything to do with the pricing of
the homes. Ultimately, it’s whatever
the buyer is willing to pay. It’s our
job to help guide them on what sold
recently that’s most similar to their
home ... to market it and get as many
eyeballs on it as possible.

I never want the economy
to dictate whether or not we're
successful, and there’s a list of
activities that we do every single
day that lead to home sales. So long
as we know we're going to do our
activities, sometimes in a harder
market we may have to increase the
number of those activities.



The Limbird Real Estate Group surpassed $1 billion in total sales in 2022.

In 2022, Limbird Real Estate Group
crossed over the billion-dollar
mark. When you think back on
your team’s growth, what advice
do you have for someone working
their way up to that point?

I think being patient to some
degree. We see a lot of other real
estate agents and teams, not even
just in our area — we go to a lot of
conferences across the U.S. We're in
contact with a lot of agents, and we
try toemulate the ones thatare doing
very well. But we also see some that
maybe have been in the business a
year or two and are trying to get to
where we are by year three. And

that’s not to say it can’t happen; it
most certainly can. But sometimes
people are a little impatient of
building [a business]. It's like
building a house. You have to build
the foundation and get it good and
solid, and then you start putting
up the walls, and you start putting
a roof on it. Sometimes, when you
don’t do things in that order, you
may have some big success within,
but you know the house is not built
well, and it crumbles down.

A lot of times people, especially
in the real estate world, get a real
estate license, some business cards
off Vistaprint and think, ‘OK, why

is my phone not ringing off the
hook right now?’ You have got to
go out there and find the business,
and then you've got to nurture the
business. Not everybody that you
talk to about buying a house today
wants to buy a house today. They
may want to buy a house six months
from now or three years from now.
Did you stay in touch with them? Do
you provide value to them? Are they
going to remember to reach out to
you three years later if you haven’t
talked to them in three years? That’s
what our team does. We can feel
more confident and have consistent
results.

ARKANSASBUSINESS.COM/VENTURE
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IN PICTURES | I

STAYING
AFLOAT

GABE GALSTER FOUND SUCCESS IN DOING
WHAT HE LOVES AT HOT SPRINGS MARINA

By ADDISON FREEMAN

art of ensuring your business is

successful comes from finding a

field in which your passion can

run full steam ahead. For some
that means opening a restaurant because of a
love of cooking; for others, it’s a tech startup
brought together by a zeal for coding.

But for Gabe Galster, an affection for
freedom kickstarted his journey with Hot
Springs Marina.

Galster started working with his father’s
prosthetic and orthotic clinic right out of
college. While his father was happy with
fostering the clinic as it was, Galster’s mind
was set on growth. This expansion mindset
was just the beginning — for the clinic and
beyond.

“Inorderformetobeinthedriver’sseat,IThad
to own my own business. If I made a mistake,
it was on me to learn from it. I got to make
the decisions that shaped my and my family’s
future,” Galster said. “I knew I had varied
interests ... and so my interest in outdoors
honestly wouldn’t allow me to be a traditional
employee. That was another driving force — I
could be in control, somewhat, of my schedule.
Owning my own business allowed me to have
that flexibility.”

Galster grew up around the marina,
occasionally getting “run off from going
down there and fishing” while visiting his
grandparents, who had a small house just
down the road. Over the years, he and his
family kept tabs on the place. They bought the
marina in 2019.

16 ARKANSASBUSINESS.COM/VENTURE
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Gabe Galster

“We decided that we were going to see what
we could make of this little rundown marina.
We wanted to start adding services. We
wanted it to become a destination,” he said.

Expanding the marina’s rental fleet and
upgrading the boats came first, followed
by an update on the facilities and service
department.

“We brought in techs, we redid the service
department, brought in all new tools and
reorganized it,” Galster said. “We made it into
a place that we're very proud of because that is
the backbone of a marina — having techs and
a facility to take care of our customers. That’s
what brings new customers.”

Boat rental and servicing aren’t the only
things offered at Hot Springs Marina. It also
offers an array of items from brands like Roxy,
O’Neill and Sun Bum on the retail side, along
with options for water activities like skiing
and wakeboarding.




From new and used boat sales to service work, Hot
Springs Marina aims to meet the needs of lakegoers.

ARKANSASBUSINESS.COM/VENTURE 17



“It doesn’t matter
what you do in life.
It's about having a
passion for it. It's
about becoming
an expert in that
thing. If you do that,
it doesn’t matter
what you are doing;
you're going to be
successful both
financially and, even
more importantly,
in your life and in
your happiness. And
that’s something
that | see being
lost in our current
generations.”

» GABE GALSTER
Owner, Hot Springs Marina
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IT COMES IN WAVES

Like with any business that relies on people
getting out and about in nature, the work at
Hot Springs Marina has its ebbs and flows
depending on the season.

“It’s a lot like farming ... you have a narrow
time frame to earn all the money that you can
make for the year, so budgeting is crucial.
Forecasting is critical,” Galster said. “You have
to maximize your opportunities when the
season is there, and that’s why we offer so many
services.”

When the busy season comes around, Galster
said “the gloves come off,” and it isn’t unusual to
see some staff still hanging around at 10 p.m. to
make sure everything is running smoothly and
doing “whatever we have to do to take care of
everyone and maximize our revenue stream.”

Galster said the team puts in a lot of work
during the busy times so that, come alull period,
the marina can still operate with a full staff.

“A lot of marinas ... they generally shut
down for the winter, and they’ll lay people off
because of the seasonality of the business,” he
said. “And that’s just something that we never
wanted to do. We wanted to keep good people
and keep them busy and find a way to float
them through.”

HEALTHY FEAR

To run a business is to take on massive
responsibility. According to Galster, it’s not
unusual to feel afraid when thinking about the
giant task.

“It is scary. It’s terrifying. I can't tell you how
many nights I stayed awake going through,
‘OK, what have I done? What in the world have
I stepped into this time?” And I still do that,” he
said. “I've been doing this for a very long time,
and, in my opinion, if you don’t have fear, it
probably wasn't really worth doing. You have
to question yourself a little bit. You have to
understand that you're not perfect.”

The imperfections, the mistakes that come
along with owning a business are just learning
opportunities, according to Galster, and they
shouldn't deter anyone from truly following
their passion. Ultimately, it takes time and
dedication, but once the bait is right, the
business — and its owner — will thrive.

“I've caught my share of fish, and it’s not really
about the catch for me anymore. It’sabout seeing
other people enjoy it,” Galster said. “It’s that
desire that all of my family shares in wanting to
give people enjoyment, wanting to expose them
to things that are a little different, a little out of
the box, but it’s things that we love and want
them to enjoy. We get energy from that.”

On the retail side, Hot Springs Marina offers accessories for a day on the lake — from

sunscreen and swimwear, to skis and wakeboards.

ARKANSASBUSINESS.COM/VENTURE

19



CREDIT | IF

LOANS 101

BORROWED CAPITAL BEST APPROACHED
WITH KNOWLEDGE OF DIFFERING OPTIONS

By ADDISON FREEMAN

$

“If you
personally
have a lot
of debt
and don’t

pay your
creditors

on time,
then there
IS a high
chance
you will
do the
same with
business
debt.”

—» ITZEL MEADOR

Director of SBA
lending at First
Security Bank

he majority of businesses,
big or small, have started
with a loan. However,
knowing what type of loan
and where to find the best
deal can be tricky, especially

in the beginning stages of business growth.

Small Business Administration loans are
often suggested for small businesses or start-
ups. SBA loans are partially backed by the
government, range in size and can be used for
most business purposes.

When acquiring a loan, an SBA loan is “less
about collateral and more about cash flow —
what can the business afford, not how much
is available in collateral,” said Itzel Meador,
director of SBA lending at First Security Bank.
“Regardless of the net worth of the guarantor,
if the loan can illustrate repayment ability then
it is OK if the guarantor doesn’t have a lot of
personal net worth.”

Non-SBA loans, according to Meador, care
more about collateral and the strength of
guarantors.

Other perks of an SBA-backed loan include
the ability to combine project costs, lower down
payments and longer, non-ballooning term
notes. Plus, SBA loans are startup-friendly.

CREDIT HISTORY AND DEBT
MANAGEMENT

Personal credit history has an impact on
whether your business can get a loan.

“Personal creditis very important because it's
an indication, potentially, of how the business
will be managed,” said Randy Williamson, a
senior SBA lender at Arkansas Federal Credit
Union. “For example, if you're not paying your
personal bills, chances are youre not going to
pay the business’s bills on time.”

Banks see credit history and debt walking
hand-in-hand with business management
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when considering giving a loan. High rates ot
debt can even bleed into how a business can
afford necessities like employees.

“If you personally have a lot of debt and don't
pay your creditors on time, then there is a high
chance you will do the same with business
debt,” Meador said. “Additionally, if the client
has alot of personal debt and the business can’t
afford to pay back a high salary, then that could
create more issues for the individual.”

Debt management comes into play for
lenders when looking at debt service coverage
ratios.

“The SBA's minimum debt service coverage
ratio is 1.15 to $1,” said Williamson. “What that
means is for every $1 of debt that you have,
they want you to have earned income before
interest, taxes and amortization of $1.15. For
every dollar you make, we don't want it to go
straight to debt — we want to see a cushion.”

According to Williamson, some financial
institutions may have up to a 1.2 to 1.5 debt
service coverage ratio.

But there’s no need for a startup to worry
quite yet.

“The interesting thing about SBA loans,
especially as it pertains to startups, is they
don't mandate that you have a 1.15 the first
year,” he said. “In fact, they don’t even mandate
that your business makes money the first year
because it’s a startup. It's getting going and
getting launched.”



Helping Arkansas’ AR
businesses compete ), 4
in the government —
marketplace

The Arkansas APEX Accelerator is part of a nationwide network of accelerators
working to help businesses compete successfully in the government
marketplace. The Arkansas APEX Accelerator’s mission is to assist Arkansas
businesses to succeed in winning government contracts. These contracts
stimulate the growth of Arkansas’ economy.

Services include:

® Counseling

® Certification and registration assistance

® Interpreting federal, state and local bid solicitations

® Proposal reviews
[ ]

[ ]

[ ]

Bid matching
Subcontracting assistance
Training and conferences

Interested in selling your goods or services to the federal, state or local
government? Call a procurement counselor today. Services are provided
at no charge to clients.

Little Rock: 501-671-2390
Bentonville: 501-650-6180
Jonesboro: 501-541-3051 DIVISION OF AGRICULTURE

Website: uaex.uada.edu/apex
Email:apex@uada.edu RESEARCH & EXTENSION
University of Arkansas System

This APEX Accelerator is funded in part through a cooperative agreement with the Department of Defense. The University of
Arkansas System Division of Agriculture is an equal opportunity /equal access/affirmative action institution.

The Little Rock Technology Park will proudly
open Phase Two in the summer of 2024 in
the heart of Downtown Little Rock.

Opportunity awaits for entrepreneurs and
tech-focused companies ready to take the For more information

next step. WWW.LRTPA.COM
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OPPORTUNITY | IF

MINORITY
RESOURCES

MINORITY AND
WOMEN-OWNED
BUSINESSES FACE A UNIQUE
SET OF CHALLENGES.
LUCKILY, ARKANSAS HAS
SEVERAL ORGANIZATIONS
OFFERING ASSISTANCE

IN ALL AREAS OF BUSINESS.

By ADDISON FREEMAN
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WOMEN'’S FOUNDATION
OF ARKANSAS

Little Rock
womensfoundationarkansas.org

The Women's Foundation of
Arkansas offers several avenues of
support for women entrepreneurs.
The Women Empowered initiative
is there to educate people on

the issues of women'’s economic
security. The Women's Economic
Mobility Hub applies a racial and
gender lens in order to support
Black, women-owned businesses
specifically.

ARKANSAS ECONOMIC

DEVELOPMENT
COMMISSION

Little Rock
arkansasedc.com

The AEDC's Minority and
Women-Owned Business
Enterprise Division helps
business owners develop
and grow their businesses
by accessing new market
opportunities and financial

resources.



THE VENTURE CENTER

Little Rock
venturecenter.co

The Venture Center’s
VCWoman Achieve program
offers members across the

state the chance to develop
relationships that drive
professional growth. With
VCWoman Achieve, women
entrepreneurs are matched with
experienced women executives
who spend the next 12 months
coaching and mentoring the
younger business.

The Venture Center’s AAPI
Achieve mentoring program
helps foster the success of Asian
American and Pacific Islander

entrepreneurs.

Aﬂ\ﬂ |

ARKANSAS WOMEN'S
BUSINESS CENTER

El Dorado
winrock.org/projects/awbc/

The Arkansas Women's Business
Center at Winrock International
provides training, technical
assistance and access to capital
services customized to meet

the needs of women business
owners. This program ensures
entrepreneurs receive the
necessary support by assessing
client capabilities and providing
training opportunities and business
plan development support.

Bg

MINORITY BUSINESS
DEVELOPMENT AGENCY

mbda.gov

ar-mbda.org

The U.S. Department of
Commerce, Minority Business
Development Agency is the
sole federal agency dedicated
to the growth of minority
businesses. From customized
business development plans to
industry-focused services, the
MBDA provides entrepreneurs
with access to capital and

market opportunities.




WORKFLOW | I/

UTSIDE

OUTSOURCING: DOLING OUT
DUTIES, BRINGING IN SUCCESS

By ADDISON FREEMAN

here will come
a time in every
successful
entrepreneurial
endeavor when a
business owner
has to consider
whether a job is best provided in-
house or through a more contract-
based role.

“Outsourcing is the practice of
hiring other outside expertise asa
1099 contractor, typically, instead
of bringing in an employee,” said
Stuart McLendon, CEO and president
of Flexion Point, a business support
service. “There’s a lot of different
ways outsourcing can happen and a
lot of different things it can look like.

One of the first steps to
understanding the process of
outsourcing relates to taxes. In an
outsourced role (also known as
contract or freelance work), taxes are
filed through 1099 forms rather than
W2s.

“If you're a W2 employee, then
there are certain legal obligations
that your employer has to you,”
McLendon said. “There’s, generally

speaking, a higher standard

”
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around both what their
obligations are to you

but also their expectations
of how they control the work
that’s being done.”

As for being a 1099 employee, the
main difference is “instead of getting
a paycheck, you're just getting a check
and then taxes all the other stuff,
that’s all your problem to figure out,”
he said.

When it comes to the work being
done, a business owner has a bit more
say in just how a project is completed.
From the hours worked to the wages
earned, a W2 employee has certain
standards put forth by the company
to meet. For an outsourced employee,
projects are often completed on
their own time, with any project
specifications agreed upon during
the initial contracting. For an
outsourced worker, a business owner
is only paying for the service, not the
process.

COMMON OUTSOURCED ROLES
While different industries
sometimes require different types of
outsourcing, there are some common
roles that transcend industry lines.

Legal work,
human resources
and payroll services
are often outsourced
roles.

Phil Brandon, owner of Rock
Town Distillery in Little Rock,
outsources another common role:
accounting.

“We have a ton of bills to pay, and
all those bills have to get entered into
an accounting system and allocated
to the proper areas of the business
and taxes have to be paid,” Brandon
said. “It’s cheaper than if I were to
hire somebody full-time to be my
accountant, and I feel like it’s much
more accurate in that I've got people
that do this stuff every single day
doing [our] books.”

Brandon said that outsourcing his
accounting needs costs around 50%
less than hiring a full-time employee,

2



plus the experience needed to do the job
is already there — no training required.

“We’ve been in business 14 years, and
the first five or so I did all the books
myself. Outsourcing it just made all the
sense in the world, and I wish I'd done ita
lot sooner,” he said.

WHEN TO OUTSOURCE

Knowing when to switch a role to an
outsourced task and when to bring it
back in-house can sometimes be tricky.

“If the business feels unhealthy, in
terms of overall results... that’s a really
great reason [to outsource],” McLendon
said. Another is if the cost of outsourcing
a task will ultimately drive down overall
costs for the company.

It’s also important to take into account
where the strengths within the company
lie.

“I'would say [a company] should
outsource everything that theyre not
the best at,” Brandon said. “If you have
abusiness, and you are particularly
good at a certain thing... there are other
companies that do other things, and
you're better off hiring them and focusing
on what you should focus on to grow your
business.”

“There’s a lot of
different ways
outsourcing can
happen and a lot
of different things
it can look like.”

STUART MCLENDON =
CEO and president,
Flexion Point
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4
We've got your
When business ownership feels overwhelming,
you are not alone.

Connect with the Arkansas Small Business and Technology ’
Development Center for guidance and the answers you need
to grow your company or start a business.

We can help in these areas:

Business Planning + Business Expansion or Acquisition
Financial Management and Budgeting » Licensing, Permits, and Certifications
Business Financing Proposals +  New Product Development

New Business Development + Branding and Marketing

Market Research « SBIR/STTR

ASBTDC serves businesses from any county in Arkansas, in any industry
sector, at any stage of development. Our consulting is free and confidential.
Contact us today to get started.

readystartgrow.org
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back.

Our services for your business are
comprehensive and statewide.

HOST INSTITUTIONS

B University of Arkansas at Little Rock
(Lead Center)

Arkansas State University
Arkansas State University Mid-South

Arkansas Tech University
Southern Arkansas University
University of Arkansas, Fayetteville

University of Arkansas - Fort Smith

University of Arkansas at Monticello

POWERED BY

— LITTLE
sph  Uhoc
COLLEGE OF BUSINESS,
5. Sl Business HEALTH, AND HUMAN SERVICES
Administration UNIVERsITY OF ARKANSAS AT LiTTLE Rock

The Arkansas Small Business and Technology Development
Center is funded in part through a cooperative agreement
with the U.S. Small Business Administration through a
partnership with the University of Arkansas at Little Rock
College of Business, Health, and Human Services and other
institutions of higher education. All ASBTDC programs are
extended to the public on a non-discriminatory basis.
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wANTA CUPPA?

MORRILTON ROASTERY SPURRING REVITALIZATION ONE CUP AT A TIME

By ADDISON FREEMAN

o start turning their
plans into reality,
some people need a
little something to
put a pep in their
step. Most caffeine
fiends find their kickstart in coffee.

Jaim Krutz certainly did when she
and her family decided to open Big
Cuppa, a small-batch roastery and
beverage shop in Morrilton.

The idea for the roastery spurred
from Krutz's interest in helping
revitalize Morrilton’s downtown.

“The coffee side came from our
son, Joe, an experienced coffee shop
manager,” Krutz said. “His skill set and
love of coffee combined with our desire
for revitalization was a perfect match.”

When it came to starting the
business, Krutz said it wasn’t quite as
hard as she expected due to her team
and the amount of community support.
The difficult part has been growing the
business.

“Scaling my business has been much
harder. I wanted to remain a small
coffee shop while still growing and
seeing how far we could go as a group,”
she said. “That’s why we opened
the roastery. The capital necessary
to do that was much greater than
expected because gaining clients
to support that side of the business
took much longer than expected.”

“Most still know us as a coffee
shop, and the marketing and sales
involved in letting our customer
base know that we are so much
more has been our biggest
challenge.”

But the client support for Big
Cuppa eventually came and, even
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better, never stopped. The community
support grew with some new
businesses finding inspiration in the
shop’s revitalization efforts.

“Many new businesses have started
since Big Cuppa opened. One particular
building owner says he bought and
refurbished his building because we
bought and refurbished ours,” Krutz
said. “We do believe several businesses
and community events have happened
because of the chance encounters that
happen every morning in our shop.”

While client support plays a big
role in growing the brand, employee
support is just as important, especially
for the city’s economy. Big Cuppa has
13 employees, six of whom moved to
Morrilton for their jobs and three of
whom bought a home in the town.

LEARNING CURVES

One of the most important parts of
running a business such as Big Cuppa
is ensuring there’s enough inventory to
keep up with demand.

That means planning for unexpected
challenges is a must. With the 2020
pandemic, the shop lost the dependable

Photography by KIMBERLY BERKEMEYER

inventory supply it counted on.

So Krutz and Big Cuppa adapted
and overcame with a simple solution:
become the supplier.

“When the supply chain disruptions
came in 2020, we found it easier to just
be our own supplier. Now we distribute
cups, sauces, syrups and, obviously,
coffee to other coffee shops, offices and
other restaurants,” Krutz said. “Our goal
is to assist other businesses in managing
their inventory challenges. We are
local, and most of our clients are local.
They are able to keep lower inventories
because they know they can count on
us should they unexpectedly need a
product.”

CUP RUNNETH OVER

Today, Big Cuppa offers coffee,
equipment and repair, beverage
supplies and training. Plus it offers
private labeling, adding company
names and logos to the coffee they
roast. Continuing its mission of
helping Morrilton, local schools and
organizations can fundraise by selling
Big Cuppa coffee.

Big Cuppa has two locations in
Morrilton and is in the planning
stages of opening a third location
in Russellville in 2024.

For Big Cuppa, a small town like
Morrilton is the perfect place to
begin a journey.

“The barriers to entry are low,
including the cost, but the potential
for growth is endless,” Krutz said.
“More importantly, we live here
— all of us. Our grandson is going
to grow up here. I can't think
of a better reason to invest in a
community than that.”




From left: Austin, Marti, Jaim, Dani and Joe Krutz keep Big Cuppa, a family-owned business, running.

"My mentor is Ronda Hawkins at Arkansas Tech.
Our chamber president suggested | meet her, and
I’'ve never made a business decision without her
since. I've been to several of her classes over the
years, and she recommended | apply to the SBA
Thrive program. | was accepted, and that intense
CEO-type training is what led to the roastery. It is
also what led to me being named the 2022 SBA

Small Business Person of the Year for Arkansas."

JAIM KRUTZ
Owner, Big Cuppa
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FOR CAMERON CAMPBELL,
MULTIPLE VENTURES PROVE
TO BE THE SWEET SPOT

By ADDISON FREEMAN
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ameron Campbell is a general partner with both Artents and Super Sam’s Fireworks and a
managing partner with Play It Again Sports in Jonesboro. At the helm of several business
endeavors, Campbell is well-versed in all things business-related, from the joys of success to

the fear of trying something new with the chance of failure.

How did you get started
with these businesses?

Artents and Super Sam’s Fireworks — I grew
up in those. My family got into fireworks in
1969, and my dad had a couple of locations.
Then I came along and decided, ‘Hey, let’s try
to grow this thing to be something bigger.” So
we revamped it and started a partnership with
Artents and Super Sam’s between the two of us
and took it from there.

Artents is a well-known business
and has worked with some
impressive groups such as
Arkansas State University, the
American Cancer Society and
Walmart. What all does the Artents
brand consist of?

It’s a full-scale event rental. We started out

as a tent company, and we would rent tents of
any size and do backyard parties and weddings
and things like that. Then we quickly learned
that we needed to add tables, chairs, linens
and floors — everything you can think of, we
try to carry or accommodate for any type of
event.

Today, we carry about 300,000 SF of tent
and do some of your very small birthday
parties all the way up to ... all the tailgating for
Arkansas State University and the University
of Memphis. We do events like the Duck Gumbo
Cook-Off in Stuttgart.

Two years ago, we acquired Elegant Party
Rental, and that takes care of the rest of it. So
I always tell people we went from tent to table,
and when we bought Elegant Party Rental, we
covered the tabletop. So we do place settings
and dishes and flatware ... to where it does

Artents offers event rental services across Arkansas and beyond, providing tents to birthday
parties, university tailgates and everything in between.

“What | tell
my employees
is that | fly at
30,000 feet,
and my main
guys will fly
at 15,000.”

——» CAMERON
CAMPBELL
General partner,
Artents and
Super Sam'’s Fireworks

Managing partner,
Play It Again Sports

FUN
FACT

The biggest
tent Artents
offers
Is 20,000

square feet.

indeed become a full-scale rental of products
and supplies.

You’re involved in the leadership of
more than one company. How do
you manage being a part of each
of them?

I'm a firm believer in doing what you like to
do, so I wanted to add the sports company. I
developed a theory a few years back. What I
tell my employees is that I fly at 30,000 feet,
and my main guys will fly at 15,000. Then
our entry-level employees, whether it be for
the store or the rental company, they’re on
the ground. So Ineed them to manage those
folks on the ground. I will intervene if I have
to, because at 30,000 feet you always have to
land and refuel. But mainly my priority is to
see everything from that perspective and to be
able to be in contact and run things through
them and let them do their job — let them do
their work to make things flow better.

What are some of the biggest
challenges you’ve faced in all your
entrepreneurial endeavors?

Making sure I don’t get ahead of myself and
that I'm actually keeping on pace with where
things need to be. I'm a big idea guy, and I
think, ‘Hey, why don’t we do this?” Sometimes,
if I'm not careful, I will overextend ourselves.
So making sure we're managing the scale of
things as they should be... that we don’t grow
too big too fast, or become complacent and
not get the growth we should. We're always
looking to push and grow as fast as possible,
we just want to make sure that we don’t drop
anything in the meantime.

ARKANSASBUSINESS.COM/VENTURE
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EXIT

RIGHT

HOW TO PLAN THE PROPER EXIT STRATEGY

By ADDISON FREEMAN

hen it comes to
exiting a business,
whether by
stepping down,
selling or retiring, early planning and
relationship building are key. Having a
well-thought-out exit strategy can help
ensure a successful transition of power.

“An exit strategy is thinking about
the end game. Just about all small
businesses will end at some point,
whether the business just closes or
the owner sells the business. The
biggest thing I can suggest is that
the exit strategy be considered at
the very beginning of the business...
particularly if youre bringing in
partners or you're not a sole proprietor,”
said Brent Stidman, a partner at HC]
CPAs & Advisors. “So an exit strategy is
planning, in advance, how you will exit
your business, how you will get paid for
your business, how you will pass it on
to the next generation if that’s what you
choose to do.”

Several things need to be taken into
consideration when formulating an
exit strategy. Thinking proactively
about possible unexpected illnesses,
dissolving partnerships or even
untimely deaths can help business
owners create a strong plan.

32 ARKANSASBUSINESS.COM/VENT

If the right time for a business leader
or shareholder to exit happens to fall
while the business is still thriving, it’s
important to have a detailed plan laid
out for the transition of power.

“[For] exit strategies that come in the
middle when the business is going, like
the loss of a partner or shareholder...
you need to be very specific, whether
it's an operating agreement or a
shareholder agreement, as to how that
exit dollar amount will be paid to that
exiting member,” Stidman said.

GOOD PLAN

If planning an exit wasn't part of the
business plan at the beginning, how
far in advance should a business leader
start thinking about their exit?

“Usually three to five years,” said
Mike Boschetti, director and principal
of Strategic M&A Advisors. “A lot
depends on how well-positioned the
company is for sale.”

“An exit strategy is
planning, in advance,
how you will exit your
business, how you

will get paid for your
business, how you will
pass it on to the next
generation if that’s what
you choose to do.”

BRENT STIDMAN
Partner, HCJ CPAs
& Advisors




To determine whether their
business will bring a good sale,
business  owners  should ask
themselves if the business has been
positioned to bring the highest value
in the market. Make sure business
value drivers have been recognized
and improved if needed.

AccordingtoBoschetti,keybusiness
drivers include a “management
team capable of running and
growing the business without the
current owner, limited customer
or supplier concentrations, good
management systems and quality
financials and financial processes
that capture important information
about sales, cost of sales, operating
expenses and inventory that can be
analyzed to look for improvements.”

As someone in the process of
retiring, Stidman said it’s important
for any exiter to consider the best
interest of any partners involved and
leave on the best terms possible.

“You want to make sure that you
leave those clients in good order for
those that are succeeding you — that
you start the communication process
as early as you can, both with your
fellow employees, other owners and
your clients,” he said. “You want to
make sure that you preserve that
revenue source the best you can for
those who are coming behind.”

CONSIDER THIS ...

It’s just as easy to make mistakes
while leaving a business as it is to
make mistakes while running the
business at its prime.

For those with little to mno
experience on leaving a leadership
position, hiring an adviser may be
the right decision when beginning
to form your exit strategy. Advisers
can help point business owners in the
right direction in a variety of ways,
such as who to pass the business to
and when the best time to exit may
be.

Plans for after the exit should also
be considered. Before leaving, figure
out what comes next — what new
goals are you looking to achieve and
how will you spend your time?

Should selling be the right exit
strategy, determine how the sell
should be structured, both to benefit
the seller and the existing business.

According to Boschetti, a plan of
sale should be structured with the
mindset that it “could take five years
to execute.”

‘A
=

“Here, the insider, who probably
doesn’'t have the funds to buy the
business, could finance some of the
purchase with the owner while the
owner is still in control and then use
outside financing around the five-
year mark to purchase the rest of the
ownership,” he said. “This way, the
owner stays in control until he or she
receives all of his or her money.”

No matter the method, a successful
exit comes from thorough, advanced
planning and finding the right
moment to step away.

“I think time 1is extremely
important,” Stidman said. “The
longer time period you have to start
executing your exit plan, the more
successful it will be.”
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Life of an Entrepreneur

SHARE
THE JOURNEY

N YOUR ENTREPRENEURIAL JOURNEY, who's traveling with you?
Small businesses require long hours, and you may have few
colleagues. Especially if you worked for a larger organization
previously, the isolation of entrepreneurship can come as a shock.
Turning to friends and family, particularly those who have experience
in business, for support and advice is common. Your spouse or another
family member may even be your business partner.

But when you own a business or want to start one, you have to do a lot
of things yourself. Being your own boss is part of the appeal. At times,
however, you may wish you had someone to give you a fresh point-of-
view or advice on finances, management decisions or some other aspect of
business ownership.

That’s where the Arkansas Small Business and Technology Development
Center (ASBTDC) comes in.

ASBTDC provides one-to-one, confidential guidance. These consulting
services are specifically tailored to your venture and free of charge.
Whether your established business needs a competitive edge or you are a
first-time entrepreneur, you can call on your local ASBTDC for help. Lots

of business owners continue to work
with ASBTDC year after year, through
each new phase of development.

In fact, approaching your venture
as a cooperative, collaborative
endeavor will help you navigate the
challenges of starting and running
your business.

View your accountant, attorney,
insurance agent and banker as
advisors, not just service providers.
Draw on their expertise and
experience. They may have surprising
insight about your business.

Develop relationships with others
whounderstand theuniquechallenges
of entrepreneurship. Participate in
a business association, chamber or
industry-specific group. Engage with
business owners in your area. Online
communities, such as LinkedIn
groups and industry-specific forums
are another way small business
owners can connect, ask for advice
and share ideas. Network, network,
network!

Remember, though, no matter who
else comes alongside you, youre on
this journey for the duration, and
your business needs you at your best.

Prioritize your physical, mental
and emotional health. Participate in
hobbies or activities that bring joy.
Take time off to recharge — a short
vacation, a weekend getaway or even
just a day off to relax and refocus.

Your entrepreneurial journey
could be the trip of a lifetime.

The Arkansas Small Business and Technology Development Center is funded in part through a cooperative agreement with

the U.S. Small Business Administration through a partnership with the University of Arkansas at Little Rock College of Business,
Health, and Human Services and other institutions of higher education. All ASBTDC programs are extended to the public on a

non-discriminatory basis. ASBTDC assists new, existing, and innovation-based small businesses.

Arkansas Small Business and Technology Development Center / (800) 862-2040 / asbtdc.org

ASBTDC

ARKANSAS SMALL BUSINESS AND
TECHNOLOGY DEVELOPMENT CENTER
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DRIVEN

by a passion to help socially and economically disadvantaged small
businesses compete globally with access to more capital, markets, and
contracts

' A\

MINORITY BUSINESS
DEVELOPMENT AGENCY

U.S. DEPARTMENT OF COMMERCE

Operated by Communities Unlimited, Inc.

ar-mbda.gov



