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Once upon a time, there were two cowpokes 
named Sam and Jessie. Other possible names: Wyatt, James, Kenny, 

Butler, Nick, Brady (name of the character in the Gambler TV series), 

Bat (Masterson), Mimi (Rogers) 

These two business owners are smart cookies. They both believe that 

they can create and run a business that supports their family financially 

while giving them the freedom they long for. 

But when it comes to talking about money and the numbers, they start 

shaking in their boots. 

Sound familiar? 

Meet Sam 
Sam is about to become The Pizza Guy. 

You see, Sam works for a big company and he’s just been offered a 

promotion. But it’s halfway across the country, where his kids don’t 

know anyone and his wife would have to leave a job she loves. Plus the 

cost of living is twice as high. And don’t even get him started with what 

it would cost to buy a house out there. 

So Sam’s decided that now is the right time to start his very own pizza 

shop. After years of listening to his bosses and doing what he was told, 

Sam Is looking forward to being the one in charge.  

He’s excited. But he’s also a little scared (not that he’d tell anyone), 

because his family is counting on him to make this restaurant a success. 

As in a financial success – you know, like actually making money.  

After all, his kids still have college to pay for. And since he doesn’t plan 

to be The Pizza Guy until he’s 80 years old, he wants to be ready for 

retirement while he’s still young enough to enjoy it. 

But Sam’s a little confused about what starting his dream business 

means in dollars and cents.  

How much cash will he need right away, and how long will it be before 

he starts to make any money? Is there any chance that someone will 

give Sam the money he needs, or should he take it out of his savings?  

And most importantly, how can he make sure that he doesn’t get in 

over his head? He knows that he doesn’t know enough about the 

“finance game,” but numbers have never been his strong suit. And 

besides, those Suits are always stacking the deck in their own favor, 

right? 

Sam’s wondering if there’s a way to make his dream come true without 

selling his soul or mortgaging his family’s future.  

This is Jesse 
Jesse’s has been in business for herself for a few years now. She started 

her business as a way to work from home while her kids were small, and 

it worked great - for a while.  She got a few clients quickly, and she 

loved helping them.  

But while Jesse’s able to pay her bills, she feels like she’s working way 

too hard to make too little money. She’s starting to wonder if she needs 

to stop working for herself and go back to get a “real” job. 

Because she got busy doing the actual work for her clients, and sort of 

“forgot” to look for new ones. Now, she’s living in fear that one of her 

clients leaves.  

She hasn’t raised her rates or charged extra for the little projects her 

clients bring her in addition to the work she agreed to do. So she’s 

working more hours for the same money, with no end in sight. 

Not only is she lacking time, she’s also lacking help – because money’s 

tight. Jesse knows that she could outsource some of the simple stuff she 

does for clients, but she doesn’t have enough cash to be able to pay 

someone before her clients pay her. 
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Since Jesse offers accounting and tax services to small business owners, 

so you’d think that the numbers and the money stuff don’t wouldn’t 

scare her.  

But that’s where you’d be wrong. Because when it comes to finding the 

money and the method to grow her business, Jesse is just as freaked out 

as the rest of us. 

So what does this have to do with me? 
Although they seem very different, Sam and Jesse have at least one 

thing in common.  

They both hate finance. 

They think that all of those finance people, those Suits, are arrogant and 

obnoxious, and are actually minions from below sent to steal their souls. 

Sound familiar? 

If you are getting a mental image of the banker from Despicable Me1, 

you’re just like Sam and Jesse - – one of the people I wrote this book 

for. 

You waste a lot of time worrying about where the money will come 

from and what you’ll have to do to get there. 

Like a teenager looking for a date to the prom. Expecting to get a “no” 

before you ever work up the courage to ask. Because you don’t 

understand what you’re worth. 

You do a lot more damage to yourself than anyone else ever could, 

because by the time you work up the courage to ask, you’re so worn out 

that it’s hard for anyone to understand what you’re asking for. 

                                                        
1 If you’re not getting the mental image, here’s the physical one: 
https://www.youtube.com/watch?v=SY94qvnJDdQ 

I wrote this book to help you, as a business owner, understand what 

your funding options are. In plain language, and in a way that helps you 

take the stress of the unknown out of getting money.  

Because there’s more than one way to sell your soul.  

There’s the traditional, “Devil Went Down to Georgia” way. Many 

business owners think that signing a document with a Suit on the other 

side constitutes “selling your soul.” 

So this book will give you the information you need to make sure that if 

and when you agree to partner with a Suit, you won’t be selling your 

soul that way. 

But, there’s another, more insidious way to sell your soul. Becoming a 

slave to the process of “I gotta find some money now” will suck you dry 

as quickly as having the wrong partner. And you won’t even have the 

money to show for it. 

This second soul-selling is by far the most dangerous.  

Because it’s easy to get lost in the busy-ness of looking for funding and 

neglect your business. Forget what you started your business for in the 

first place. Get completely side-tracked, spending time and energy on a 

process that has very little probability of bringing you the money you 

need to thrive. 

This book will not only teach you about the options you’ve got for 

funding your business, it will show you how to make a decision that fits 

you.  

Because without understanding how to be a good investment, your 

business can’t grow. And without growth, all the money in the world 

won’t get you where you want to go. 

What this book will do for you 
This book will give you information about your funding options in 

language you can understand and use. 
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It will also teach you how to know your worth, and how to manage your 

business to build value that others (even the Suits) will recognize. 

It will teach you how the Suits make their money – by making good 

investments - and what it means to be a good investment. 

It will give you tools for making the right decision about funding your 

business. 

And most importantly, it will give you steps that you can take today to 

make the most out of the money you have, instead of staying in a 

holding pattern waiting for Prince Charming to arrive with a bag of cash. 

What this book won’t do for you 
This book doesn’t contain a magic formula or some “never before seen” 

secret that will transform your business into a money magnet. 

It’s doesn’t have a list of Suits who’ll give you money, no questions 

asked. 

There is no five-step system in here that will guarantee you success. 

Bottom line?  

This book won’t do the work for you.  

It won’t analyze your customers and products, develop your vision, use 

your resources wisely or build a team. 

It won’t decide what your time is worth, or where you should spend it. 

It won’t find you the “magic” Suit who loves your business and wants to 

write you a check without even meeting you. 

But most of all, it won’t promise you that the money is going to be there 

regardless of how unprepared you are. 

How to use this book 
 

If you’re ready to take control of the funding process, you’re in the right 

place. 

The book is designed to be read a section at the time. There are five 

sections in all, each with a brief introduction and an outline type 

summary at the end. 

You’ll have a few things to think about or prepare at the end of each 

section, which you should do before you continue on to the next 

section. 

This isn’t because I always wanted to be the one giving out homework, 

it’s because the concepts in this book build on one another. So if you 

don’t understand the first one, it will be hard to follow what happens 

after. 

Some of the concepts in this book are complicated. Not understanding a 

concept the first time around doesn’t mean there’s something wrong 

with you – it just means that the concept is complicated! 

If you’re tenacious enough to start your own business, you can learn 

about finance. You just need to realize that this stuff isn’t easy, so it may 

take some time for it to start making sense.  

To help that process along, we’ll see how these concepts affect Sam and 

Jesse. At the end of each section, you’ll hear what each of them thinks 

and how they apply what they’ve learned to the decisions they each 

need to make. 

Through Sam and Jesse’s stories, you’ll get a good look at what you 

need to think about, and see how you can use the tools in this book 

help you decide what’s right for you. 

Because at the end of the day, you are the only one who can decide 

what you want from your business, and what you’re willing to do to get 

there.   
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Funding your business is like a country and western 

song 
I’m a music lover. I love all kinds, from classical to 20’s jazz to my adored 

80’s stuff, and even some of today’s pop music. 

Until this book, I hadn’t really thought that my love of music would be 

useful – unless they brought back “Name That Tune” with much bigger 

prize money, of course. 

But as I wondered about how to help business owners understand the 

process of funding, one classic country-western anthem kept sticking in 

my head. 

“The Gambler” written by Don Schlitz, and most famously recorded by 

Kenny Rogers and released in 1978. 

Whether you’re a fan of country music or not, you’ve probably heard 

this song. It was so popular that it even became a TV show.  

If by some rare chance you missed it, Kenny Rogers has graciously done 

a new rendition of it in this GEICO commercial. 

So what does this have to do with funding your business? 

If you’re reading this book, it’s because you’re a gambler.  

You’ve either already started your own business, or you’re considering 

it, which means that you’ve got moxie. Chutzpah. Mettle. Cojones. 

Whatever you want to call it. 

And you’re not alone. 
 
There are about 29 million small businesses in the US, of which 23 
million are solopreneurs. 
 
According to Karen Mills (former head of the SBA):  
 

[t] he remaining 5.7 million small firms have employees, and can be 
divided up into Main Street mom and pop businesses, small‐ and 
medium‐sized suppliers to larger corporations, and high‐growth 
startups.2 
 

Small businesses employ about 130 million people3, which is around 
90% of the workforce in the United States. 
 

Being a small business owner is something to be proud of, because 

you’re not only contributing to your own dreams, but you’re part of an 

economic force to be reckoned with. 

You’re a gambler, but how good are you? 

Keeping a small business alive can be tricky.  

Your business can be as hungry for cash as kids are for candy on 

Halloween. 

Surveys and studies of small businesses4 show that owners invest 

anywhere from $10,000 to $80,000 into their business in the first year 

of ownership. 

A lot of that money comes from their own pockets, but many business 

owners stress about where the rest of the money will come from once 

their savings run out. 

                                                        
2 Mills Paper 
3 Data Source: U.S. Census Bureau, 2012 Economic Census, 2012 Economic Census of Island Areas, 
and 2012 Nonemployer Statistics. 
4 $10k Intuit survey, $80k Kauffman foundation 
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Because they think it has to come from guys like the banker in 

Despicable Me who works at The Bank of Evil (formerly Lehman 

Brothers). 

 (https://www.youtube.com/watch?v=SY94qvnJDdQ and 

https://www.youtube.com/watch?v=GY8vq5NE9AI) 

Honestly? No one would want to ask that guy for money, so most 

owners just give up. 

What’s the truth? 

Funding your business is like playing a high stakes poker game. You’ll 

need math as well as intuition, mixed with a ton of confidence and the 

ability to keep your cool.  

This isn’t a set of skills that you’re born with, and some (many?) of us 

think that math and intuition are mutually exclusive. Calm confidence 

isn’t all that easy to come by either. 

On top of that, you may see the other players in the funding game as 

card sharps, out to take you for all your worth. Which doesn’t 

contribute much to your calm or your confidence. 

In such a high pressure situation, you’ve got to understand the stakes, 

not only for yourself, but for everyone who’s at the table.  

As the Gambler said: 

”If you're gonna play the game, boy, You gotta learn to play it right.” 

So what do you need to do to play the funding game right? 
 

Transform your business into a great investment. 
 
Once you’ve got something exciting to invest in, and you learn enough 
Suit jargon to help them understand it, too, finding money becomes 
more like a game of poker rather than a life or death event. 
 
There are plenty of ways to fund your business that don’t involve selling 

your soul. But no one will track you down in the street to give you 

money for your business, so you have to learn about the methods that 

work, and then use them. 

While it is simple, it’s definitely NOT easy. 
 
How to be a good investment 

Funding your business is something that you have to be comfortable 

with, because you’re the owner. 

And you need a strategy for reading those other players, so that you can 

get inside their heads, instead of selling them your soul. 
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Like holding or folding in that high-stakes poker game, you have to 

make a funding decision based on the information you’ve got at that 

time, and what you believe is best for you.  

You’ve got to make the most of the hand you’re dealt. 

And that’s why you’re here 
This book will show you a new way of looking at your company, so that 

you know what you’re worth before you ever get in front of a Suit. 

Because it’s impossible to convince someone else of something if you’re 

not convinced yourself. 

We’ll talk about the importance of using numbers to manage your 

business – not just when you’re looking for funding, but all the time.  

Because knowing your worth means being able to measure it, in dollars 

and cents. And explaining it in a way that makes sense to real human 

beings as well as a Suit. 

Then we’ll talk about the big picture of funding your business so YOU 

can decide which type of financing is best for you right now AND what 

you’re open to in the future. 

We’ll explore the different types of funding, and what they cost, in 

terms you can understand.  

I’ll make it easy for you to understand what investors are looking for. To 

get inside their heads and see what they are worrying about when they 

talk to you.  

Spoiler alert: it’s probably nothing to do with you! 

This book will give you the education and tools you need to get your 

business funded.  

It may be a little painful. You’ll have to ask yourself some tough 

questions and make hard choices. There will even be some math 

involved.  

But I promise that if you get through this book, you’ll not only have a 

great idea of what types of funding you do and don’t want, you’ll have a 

whole new perspective about what your business is worth and how to 

get paid for it. 

So that you can build a business that gives you enough money to live 

the way you want and enough time to enjoy your life. 

Ready to learn how to play the game right? 
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Section 1: Get Off The Train Bound for Nowhere 
 

“On a warm summer’s eve,/ on a train bound for nowhere 

I met up with a gambler /, we were both too tired to sleep.” 

 

Sounds familiar to you, right? Long nights working, travel, too stressed 

out to sleep…so much so that sometimes we forget where we are. 

But no one wants to be on a train bound for nowhere.  

Before you can get on the right train, you have to know where you are 

right now.  

The goal of this section is to help you understand where your finances 

are today, or what most Suits call your “current financial situation.” 

Your current financial situation is a lot more than your bank balance, so 

we’ll address three things you have to know to figure out where you are 

right now. 

1) Know your investors 

You many think that you’ve got no investors.  

But you’re wrong, because YOU are your biggest investor. 

At the same time, it’s essential to realize that you are NOT your 

business.  

Creating the right relationship between your business and your personal 

lives (and assets) is essential before you can look for funding. 

2) Know your worth 

You know what your business means to you, but how do you know what 

it’s worth to an investor? 

Instead of getting bogged down in the typical valuation methods (which 

will be covered later), we’ll talk about your PII. This simple method will 

help you focus on the three essential elements of value in a way that 

you can actually use to run your business. 

And it doesn’t hurt that those are the same things investors want you to 

focus on, even if they call them by a different name. 

3) Know your numbers 

It’s impossible to avoid math and numbers when talking about your 

business, so we’ll review what numbers you need to know and how to 

find and analyze them. 

We’ll also start a routine that will help you track your finances without 

stress, so that regardless of who you choose as your partner, you’ll 

always know what’s happening in your business. 

Because in order to move forward, we need to know where we’re 

starting from. 
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Chapter 1: Who’s your biggest investor? 
Let’s talk about your investors. 

You started the company yourself. You may have used your savings to 

get some cash into the company. You’re probably thinking that you 

don’t have any investors.  

But you need to rethink your answer. Because you always have at least 

one investor. 

YOU. 

Not only are you most likely the first investor, you are also the biggest 

investor. 

Why? 

Because you’re pouring not only your money, but also your time, and 

some of your heart (and yes, even your soul) into the business. 

Before we start talking about all the other investors you may decide to 

let into your company, let’s talk about you. 

There is one thing you must remember each time you’re facing decision 

about your business: 

YOU are NOT your business 

We’ve already talked about everything that you’re investing in your 

business. Time, money, blood, sweat, tears, you get the picture. 

But there’s a smart way to invest in your business, and it’s by making 

sure that you keep your personal life separate from your business.  

That may seem counterintuitive, but bear with me. 

Many owners take the approach of “it’s all mine anyway” and don’t 

bother to do things that not only protect them, but also make them 

MORE ATTRACTIVE to investors. 

What are these magical things, you ask? 

Simple things.  

Like creating a legal entity for all the business’ activities.  

Having a separate bank account and tax ID number for your business.  

Ensuring that you have the proper licenses and file all of your tax and 

other returns on time. 

Yeah, I see those eye rolls out there.  

But I know for a fact that plenty of the successful businesspeople I work 

with haven’t done this yet. 

And it’s not only dangerous, it’s keeping you from finding the money 

you need to grow. 

Covering your Ass..ets 

What does creating and maintaining a legal entity do for you? It builds a 

Great Wall of Protection between you as in individual and your 

business. 

Why is keeping your business and personal lives separate so important?  

- So that your personal assets (like your home, car, savings and 

retirement accounts, etc.) can’t be used to pay someone who 

has won a lawsuit against you. Like a disappointed client or a 

disgruntled employee. 

- So you look like a professional business to important people. 

Like paying clients who would find it strange that you personally 

cash their check. 

- So that your business can build credit on its own and won’t have 

to use your personal credit to keep the business going. 
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- So that you can benefit from being an employee of your 

company and save on taxes (more details on this later) 

- So that you can understand how much your business costs 

versus how much your life costs. Because although you can pour 

your heart and soul into your business, YOU ARE NOT YOUR 

BUSINESS. 

And what does all this juicy goodness cost you? 

- About $250 to set up a company directly (more if you hire an 

attorney to do so) 

- A few hours of your time to apply for a EIN (Employer 

Identification Number) for your company and open a bank 

account in the company’s name 

- 1 or 2 hours per month to document any major decisions, such 

as taking on major obligations (purchasing equipment, getting a 

loan, accepting a new investor), selling assets or changing the 

structure of the company 

- If you have multiple partners already involved in your business, 

there will be some additional costs for drafting an operating (or 

shareholders’) agreement. But what are you doing working with 

someone and using their money without some sort of 

agreement (in writing) anyway? 

If you’re still not convinced that it’s important to have a genuine 

business that’s independent of you as the owner, here’s the kicker. 

Having a separate business entity is a requirement  

for getting any Suit to give you money. 

No investor will want to give you (an individual) a check – they want to 

be sure that their money is going towards the business. So there has to 

be a business for that money to go into. 

Capiche? 

If you’re struggling with the notion of creating a business entity, see 

Appendix A for resources that may help. 

 

SHOULD WE TALK MORE ABOUT SETTING UP AN ENTITY HERE, add a 

checklist or something? 

 

ADD A SECTION ON INSURANCE? 

The bottom line: Cover you assets by creating a separate business 

entity and running your business like a pro. 
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Chapter 2: Got PII? 
Now that you’ve gotten your personal and your business lives 

separated, let’s talk about what your business is worth. 

If an investor is going to give you money, s/he needs to know what 

you’re worth (more on why in Section 3). 

But knowing your worth is also critical for you, because you always have 

the option to do something else with your time and energy. You don’t 

have to run your business, and you don’t have to keep it. 

Each day that you spend working on your business, you are making an 

investment in it. And since it’s your time and probably a good chunk of 

your income, it’s best to know what that investment is worth. 

What’s my business worth? 
The “worth” of your business is based on how attractive it is to 

someone else. Not you, but someone who sees it as an opportunity to 

earn a return on what they’ll invest in it. 

Three elements create the worth, which I call the “PII”, of a business: 

Your Worth (PII) = Profit + Intention + Independence 

Each pillar consists of two Abilities, which are qualities that your 

business already possesses. By understanding how these Abilities work 

together, you can make better decisions about improving each slice of 

the PII. 

Piece #1: The Profit Slice 
Profit is defined as the mathematical result of subtracting your expenses 

from your revenues. In most textbooks, it looks like this: 

Profit = Revenues - Expenses 

However, when we are thinking about the worth of your business, we 

need to look not just at this year’s mathematical result, but at the 

processes that you’ve put in place to generate those revenues and 

control those expenses. 

Because the worth of your business isn’t this year’s profits. It’s your 

ability to generate profits in the future. Preferably more profits, every 

year in the future. 

Profits should be as big as possible, but also as stable as possible. 

Predictable profit is a huge factor in attracting investors, because it is 

less risky. 

Just makes sense, right?  

Think back to those days where you earned a salary. What if your boss 

had said, “I’m pretty sure I can pay you $50,000 a year, but it may be 

$75,000. Or $25,000. Or instead of paying you, I may also have to ask 

you for a loan.” 

Does that sound attractive to you?  

The presentation alone makes this sound like a very bad deal. And 

although the Suits are used to new companies and understand that this 

does happen, it’s definitely not what you want to lead with. 

Stable is always better. 

How do you generate profits? 

By getting customers and producing products / services that they want 

to buy. 

Instead of the traditional view of Profit = Sales – Expenses, though, 

The Profit Slice of PII = Market-Ability + Produce-Ability 

When you create a synergy between your Market-Ability and your 

Produce-Ability, you can get to break-even faster, and build your profits 

in a sustainable way. 

So how do these Abilities work? 
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Market-Ability is not only your ability to understand your market, but 

also your ability to build a relationship with them. You want to get them 

so excited about your product / service that they can’t wait to talk 

about how helpful it is. 

And how do you get them that excited? By building products / services 

that meet their needs and offer them great value. 

Produce-Ability, then, is more than being able to build products / 

services at the lowest cost. It’s about picking the right offerings and 

developing them in a way that cements your relationships with your 

customers. 

The interaction between these Abilities comes when you include your 

customers’ opinions in the decisions about how you help them. Instead 

of making something you think they’ll like and spending a lot of money 

trying to make them like it…. 

Why does this matter to you?  

Because creating steady revenues and stable expenses mean fewer 

surprises, which means you can focus on the parts of your business that 

you love. 

Why does this matter to investors?  

Because steady revenues and stable costs allow their money to go 

where it needs to instead of towards emergencies.  

Piece #2: The Intention Slice 
But you started your business to do more than generate a profit, right? 

When you decided to go out on your own, I’ll bet you had a vision. It 

could have been anything, but it was incredibly real to you. 

Whatever your vision was, it pushed you out of your comfort zone and 

into business for yourself. With dedication and intention to achieve 

something. 

How do you convert intention into action? 

Having a vision, as you know, doesn’t pay the bills, so you need to have 

the dedication to make your vision come true with the limited resources 

available to you.  

The Intention Slice of the PII = Vis-Ability + Cred-Ability 

Having a clear vision of where you want your company to go, and a 

dedication to using the resources you’ve got to get there are essential 

to success. But these aren’t easy to quantify, so they don’t figure into a 

traditional mechanical calculation of your worth, called a valuation. 

They do, however, have some quantifiable indicators, and using them 

together in unique ways can help you grow your business by leaps and 

bounds. 

How Vis-Ability and Cred-Ability work together 

Vis-ability is your ability to dream big. It means having a long-term plan 

for both you and your business, at a touchy feely level but also in the 

nitty gritty details.  

Knowing how much money you need, want, and then dream of making. 

How many hours you will or won’t work. And how you’ll measure 

success along the way.  

But it’s tough to dream big when you’re feeling broke and insignificant. 

How do you convince folks that you’re going places when you don’t 

know exactly how it will happen? 

Through your Cred-Ability, which is less about your credit score and 

more about keeping your word and building strong relationships with 

your partners, such as employees and vendors. When you’re able to 

show that you’ve met your obligations (both legal and moral), you start 

to become a good investment. 
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The best way for these Abilities work together is through the story that 

you tell about your business. If you create a memorable story, your 

Intention can result in an introduction to an angel investor by one of 

your vendors, or in an opportunity to partner with someone you would 

never have met on your own.  

Cementing relationships outside of your customers can be instrumental 

in opening doors that you wouldn’t have even known existed. And that’s 

when doing what you say and saying what you do pays off – in 

calculable ROI and in all the intangibles that lead to it. 

Why does this matter to you?  

Because vision is critical to not only motivate you, but also to encourage 

others to be a part of your journey. And using the resources you’ve 

been entrusted with wisely is not just good business, it’s an amazing 

way to show trust in return. 

Why does this matter to investors?  

Because they need to understand the potential of your business, and 

reliability is a cornerstone of trust. Of course, that goes both ways, so 

you’ll want to be sure to understand your potential partners’ Intention 

Slice as well! 

Plus, humans love a good story – if you can get them to care about you 

and your Intention, they’re more likely to remember you when it 

counts. 

Piece #3: The Independence Slice 
Independence can mean many things, but when it comes to your 

business, it means something simple:  

Reducing “The Bus Factor” 

Many High Rollers use this term to approximate the risk of a given 

company. It’s a little gruesome, but very enlightening. 

Count the number of people in your company who have to get hit by a 

bus before the company is paralyzed. 

The lower the number, the higher the risk. 

Short but sweet, right? 

If you are like many owners, that number is 1 one – and it’s YOU that 

presents the biggest risk to your company. 

So increasing your company’s independence means letting your little 

baby test out its wings. Not being involved in every decision, or checking 

every shipment, or signing every order yourself. 

ADD INSURANCE HERE? 

How do you increase your business’ independence? 

You can do that in two ways: create a great team of people and set up 

systems so that you work ON your business, not IN your business. 

The Independence Slice of the PII = Manage-Ability + Dur-Ability 

Like Intention, this slice of the PII doesn’t figure in mechanical 

valuations directly. But when you build your team and your systems 

together, you’re able to not only move forward faster, but also create 

lasting partnerships and your own cheerleading squad. 

Independent of what? 

Manage-Ability is more than your Ability to “manage” people and get 

the most work out of them that you can for the least salary. It’s about 

building a group of people who have a common goal (remember the 

Intention slice?) and finding ways to keep them connected to each other 

while achieving that goal.  

But that doesn’t always mean telling people how to do every little 

detail, does it?  
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Old school management looked at Dur-Ability (creating systems and 

procedures) as a way to keep the team from making mistakes. It worked 

on the assumption that employees needed explicit directions or they’d 

mess everything up.  

The PII version of Dur-Ability is about empowering employees so that 

each person is using their time in the best possible way to achieve the 

collective goals.  

Including you, as the owner. As hard as it is to believe, there are some 

tasks that other people can do better (way better) than you can. So you 

should get them working on those tasks right away, and you move on to 

the things that you do best. 

When you’ve got the Manage-Ability and the Dur-Ability working 

together, you have people you trust, who understand what they are 

supposed to achieve. They don’t need procedures to be shoved down 

their throats. Rather, they need a hand in creating and maintaining the 

procedures so that the systems match the reality of what gets done.  

Why does this matter to you?  

Because you want your business to grow, and the best way to do that is 

to be prepared for growth.  

What good would it do to hire someone if you had them sit for a week 

while you figured out what you wanted them to do and then taught 

them to do it?  

Better to get ready for when you’ll need help, not keep working as if 

you’ll always be flying solo.  

An example would be documenting how you do things as you go along, 

knowing that someone you bring on may have much better ideas about 

how to do it. 

Why does this matter to investors?  

Hello, see the “bus factor” discussed above. Because while they 

appreciate that you are a genius, they aren’t in business to let their 

investments disappear overnight if something happens to you. 

Anything else? 

Knowing your worth is critical for one other important reason: 

CONFIDENCE.  

When you know what you’re worth, you can make a good decision 

about each investment offer you receive.  

When you think you’re worthless, you’ll take the first thing that comes 

along and be grateful for it – and that’s not a good way to start a 

partnership. 

You deserve better, so take the time to figure out what you’re worth 

and how you can improve it. 

A word of warning – the PII valuation is not a generally accepted 

accounting principle, or a method that business brokers or Suits will 

recognize.  

It’s a way for you to analyze your value, and it provides you with a 

framework for building the case for your value down the road.  

That doesn’t mean, however, that it is all fuzzy. 

One of the measures of your PII is called Finance-Ability. Making your PII 

bigger means that your Finance-Ability grows, which gives you more 

options for funding your business as well as generating more worth for 

yourself. 

Want to test your Finance-Ability to see how investors would see your 

worth based on the PII method? 

Take the free quiz HERE, and you’ll not only see your score, you’ll also 

get individual scores for all six Abilities. 
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ADD RETURN TO CHAPTER 3 ON THE QUIZ (ONLY FOR THE UNIQUE 

LINK FROM THE BOOK) 

The bottom line: write down what your PII looks like in words. Decide 

how you’ll improve each slice over the coming year with a specific 

action. Bonus points if you know your Ability scores. 

Chapter 3 – Can you whisper to numbers? 
Out on the range, your horse can be your best friend.  

In your business adventure, the numbers are your horse. 

You need to develop a relationship with them. Learn how to get them 

talking and hear what they have to tell you. 

You know, whisper to them. Like Robert Redford in that movie, “The 

Horse Whisperer.” 

Running and funding your business involves numbers and math.  

So you need to cozy up to the numbers, because they are completely 

indispensable – for you and for any future investors you’ll take on. 

Is there any way to get out of this? 

Nope. Not a chance. You will have to learn a couple of things on your 

own… 

For starters, how much money you need to run your business.  

No investor on the planet (including YOU, I hope) will write a blank 

check to finance your business. 

Would you give someone an ATM card and just let them dip into your 

account whenever they were running low? 

I didn’t think so. So don’t think someone will do that for you. ;-) 

Also, don’t think that you can pawn this off on your accountant – it isn’t 

their job to tell you what will happen, it’s their job to help you 

understand what has already happened. Accountants deal with the 

past, not the future. 

That said, if you are petrified of math (or even if you’re not), use a 

calculator or a spreadsheet program for managing your finances. There 

are no points for doing the math in your head. Especially if you get it 

wrong. 

We’ll take this slow and go step by step – it will only hurt a little: 

Step 1 – The only thing you have to fear is….  
What are you afraid of exactly?  

The numbers themselves aren’t scary, it’s what you think they mean 

that can send you into a tailspin. 

For now, look at this process as a data-gathering exercise. You aren’t 

allowed to draw any conclusions about the numbers themselves – you 

just need to collect them for now. 

To warm up, start by getting your last year’s financial statements. You 

should have a profit and loss (or net income) statement, a statement of 

cash flows (or statement of sources and uses), and a balance sheet. 

We’ll review what each of these statements mean in the next step. 

If you have an accountant, they should be able to provide these for you 

for any time period you’d like. You want the last full accounting year 

which is probably the last calendar year. 

If you do your own accounting, the program you use should have an 

option for “reporting” or “financial statements.” For example, 

QuickBooks Online offers all three of these reports in their standard 

reporting function. 

One warning – many accounting programs also offer graphs or charts as 

a way of looking at your financial data.  

DON’T start out using the charts! 
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Until you understand what the underlying numbers actually mean, the 

charts and graphs won’t give you the information you need.  

Once you’ve gotten your financial statements, you can move on.  

See, you’ve already completed sStep 1 - – was that really so scary? 

Step 2 - Get up close and personal with your numbers 
Your financial statements are designed to give you (and anyone else you 

provide them to) a snapshot of your overall business situation for a 

given period of time.  

Think of financials as the report from your annual check-up with your 

doctor. They don’t guarantee that you are (or will be) healthy, so you 

need to review it carefully to see if there are any troubling signs. 

Like a check-up, financial statements are usually “published” once a 

year, but you should be reviewing them for yourself every month. Most 

accounting systems will automatically generate a simple set of financial 

statements for whatever dates you select. 

There are three financial statements: Profit & Loss (or Net Income), 

Cash Flow (Sources & Uses) and Balance Sheet. 

Each financial statement give you a different view of your business: 

Profit & Loss (Net Income) – were your operations profitable during this 

period?  

Cash Flow (Sources & Uses) – how did you spend the cash you had 

available this period? 

Balance Sheet – did your decisions increase or decrease the value of 

your ownership (“book value”)? 

You may be asking yourself a question: why wouldn’t the cash I have 

available this period be equal to my profit? 

And this is where accounting and logic part ways…. 

Because in accounting, the golden rule is that you must match expenses 

to revenues as closely as possible. AND there are plenty of revenues 

that (inconveniently) are earned in a different period than the expenses 

needed to make those sales. 

Many companies use what’s called the “accrual” method of accounting. 

It means that certain costs have to be moved from one period to 

another so that the financial statements provide an accurate 

representation of the health of your company. 

What’s an accurate representation of the health of your company? IT 

means that all the revenues and all the expenses are shown in a way 

that tells someone the complete picture of the business. 

Really digging this discussion? Check out the official definition HERE. 

How does this work? Let’s say that you pay your property insurance 

premiums once a year. BUT you use the office / warehouse / other 

space that your insurance covers every month – because, duh, you work 

there. 

To accurately report your expenses, you have to take a portion of the 

yearly cost for insurance and create a journal entry for the monthly 

expense.  

The amounts in the expense account accurately reflect the total 

expense, even though you actually pay your insurance at a different 

point in time. 

If your insurance costs $1,200 per year ($100 per month), and it is paid 

in month 6, here is what it would look like on your financial statements: 

For any given 12 month period (may or may not be a calendar year) 
 1 2 3 4 5 6 7 8 9 10 11 12 Total 

Cash 
Flow 

0 0 0 0 0 120
0 

0 0 0 0 0 0 120
0 

Expen
se 

10
0 

10
0 

10
0 

10
0 

10
0 

100 10
0 

10
0 

10
0 

10
0 

10
0 

10
0 

120
0 

 

http://annualreporting.info/financial-statements-3/accrual-basis-of-accounting/ias-1-accrual-basis-of-accounting
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This is why many business owners hire an accountant. Because 

calculating accruals is almost certainly NOT the best use of your time. 

BUT if you’re interested in understanding the real costs of running your 

business, and finding ways to make it more profitable, it needs to get 

done. 

Which means that you need to understand what’s happening and why, 

even if you aren’t the one who’s actually doing the work. 

What next? 

Now that you understand WHY cash and accounting profit is not equal, 

the need for three financial statements may still be a little fuzzy. 

So here’s a quick diagram to show you how the three relate to each 

other: 

INSERT DIAGRAM HERE 

Net income is what links all three statements together. The P&L 

calculates the Net Income, the Cash Flow uses Net Income as a starting 

point for understanding the differences between profit and cash, and 

the Balance Sheet shows the impact of all changes on the book value of 

your ownership.  

What else do you have to know about financial statements?  

From the Profit & Loss: This is your operations road map.  

It helps you understand where your profit (or loss) is coming from, and 

have a way of monitoring it so you can make changes as needed. This 

could be anything from how much you charge for your products / 

services to renegotiating with your landlord for lower rent. 

From the Cash Flow: This tells you what you are spending the cash on.  

It can help you identify why you aren’t able to pay your bills or buy that 

new equipment you need. This statement can help you decide if the 

cash crunch could be solved by something as simple as moving the 

payment date for big items or waiting a month to buy new equipment. 

From the Balance Sheet: This tells you where you’ve spent your money 

and who you owe. And based on the difference between those two, 

what your ownership of the company (equity) is worth.  

Other than that, it doesn’t have a lot of useful info for you as the owner. 

HOWEVER, it will be very important when you start talking to potential 

investors, so you need to understand how it presents your company. 

Your next mission?  

• Write down your net profit / loss, found on the Profit & Loss 

statement, for all of last year 

• Check that the ending balance on your cash flow statement 

matches what you had in the bank at the end of the year, and 

note it 

• Find out if your Shareholders’ (or Members’) Equity account is 

negative or positive, and write it down 

This is your starting point, so you can track your progress over the 

coming months. 

Get into the habit of tracking these figures each month – whether you 

do it in a business journal or in a spreadsheet isn’t important, as long as 

you do it! 

The key is to understand what these numbers mean, and to use them to 

make decisions about your business based on the data that you get 

from your financial statements. 

What should I see? 

If you are before break-even (BE), in each period you should see: 

- Net Losses decreasing (or Net Profit increasing once you hit BE)  
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