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Business value is a touchy 
subject with owners these 
days.  In general, corporate 

values are down because of the 
economy, but as baby boomer 
business owners age, many are 
looking for a lucrative exit plan.

How can owners build more value in 
their companies?  Valuation experts 
always come back to the basics — 
identifying and focusing on the things 
that drive value for the organization.  
Here are a few common value drivers 
to consider:

Diversified customer base.  Most 
businesses are better off with a 
wide base of customers so they’re 
not vulnerable if a few customers 
experience financial difficulties 
or switch vendors.  Examine the 
percentage of revenues coming from 
each of your largest customers.  The 
larger the percentage, the higher 
your risk if the relationship changes.

Talented workforce.  Lots of CEOs 
say that their company’s most 
important asset is its people.  If 
this is true, and often it is, then the 
workforce should be well cared for 
in terms of training, salary, benefits 
and possibilities for advancement.  
In addition, they should be led by a 
strong management team that can 
continue to lead the business after 
the owner is gone.  Use incentive 
plans to make sure key employees 
stay in place.

A plan for growth.  A realistic growth 
strategy forms the foundation of a 
company’s future. The most valuable 
businesses have strategic plans that 

accommodate industry and customer 
demand trends, new products or 
services, research and development, 
and expansion, whether through 
additional territory, capacity or other 
factors.

In the short term, be prepared to 
communicate this plan to your 
employees so that everyone is 
working toward a specific goal.  In 
the longer term, be prepared to 
share the plan with potential buyers.  
They will certainly be impressed by a 
progressive vision backed by realistic 
numbers.

Proven systems.  Valuable companies 
are able to replicate their success, 
which often requires proven systems 
and processes.  These systems are 
scalable to support the company’s 
growth, and they are documented 

so that new employees — or new 
owners — can quickly figure out how 
they work most effectively.

Is your company running smoothly 
and efficiently or are you reinventing 
the wheel every day?  If you can’t 
point to your systems documentation, 
it’s time to start taking notes. Spend 
time examining your core processes 
— those that generate revenues and 
control expenses.

Good cash flow.  Cash is indeed king.  
This is what buyers want, and all the 
other value drivers contribute to it.  
There are several ways to improve 
cash flow, including improving 
collections and reducing expenses.  
One quick way to cut expenses is to 
discontinue the practice of putting 
personal expenses, such as vehicles, 
vacations or club memberships, on 
the books.

Look at ways to improve the 
performance of your business so 
potential buyers can see that it is on 
an upward trend.

Keep in mind that specific value 
drivers are different for each company 
and each industry.  Uncovering and 
nurturing your company’s value 
drivers is important both for today 
and tomorrow.  Paying close attention 
to them will reduce risk, increase 
return and eventually attract buyers.
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Is now a good time to invest in the 
market or should I be selling? 
Whether the stock markets are 

up or down, people always wonder 
if it’s a good time to buy or sell. I’ve 
had clients ask this question at every 
stage of the market and my answer 
is always the same, “We can’t 
accurately predict where the market 
is going to be tomorrow, so why try?” 
One thing that statistics have proven 
is that markets go up and markets go 
down, but they tend to go up over the 
long-term. Based on research from 
Morningstar Canada there has only 
been one five year period in Canada 
during the period 1950 to 2014 where 
the market was not profitable. The 
best course of action is to have a 
proven plan and stick with it. The plan 
is not simply to buy low and sell high, 
well not exactly, since we never know 
exactly when it’s high and when it’s 
low or if it’s at its lowest or highest 
levels.

Having a well thought out 
comprehensive financial plan in 
conjunction with a diversified, 
disciplined investment strategy is the 
best way to avoid anxiety over market 
changes. Knowing what you want 
your future to look like, and what it 
will take to get you there, removes 
much of the stress associated with 
market corrections. If there is a 

market decline and your investment 
balance is below what it should be, 
you can increase your savings. If the 
market is up and your investment 
balance is ahead of target, you can 
invest a little less. This would be 
similar to a strategy known as value-
averaged investing. If, based on your 
financial plan, you have reached your 
investment targets already, you may 
not have much of your investment 
portfolio in the market anyway, so 
the market corrections may have 
little impact on your lifestyle and 
future plans. At the height of the 
2008 financial crisis, when North 
American markets were down 
more than 40%, I had a good client 
call me in a panic and tell me they 
couldn’t sleep at night and wanted to 
move everything to cash. When they 
came in, we reviewed their portfolio 
and they were shocked that their 
portfolio was only down 3%, because 
most of their money was not in the 
market, but in bonds and other 
income producing investments. 
Their position at that time was 
based on the recommendations in 
their financial plan and investment 
strategy. When I asked about the 
statements and letters I had sent 
them, they replied that they were too 
afraid to open them after talking to 
friends and watching the news every 
day.

Contributing a predefined amount 
to your investment plan on a regular 
and continuous basis helps level out 
the ups and downs by buying into 
the market during the peaks and the 
troughs, thus averaging your costs. 
This is an investment strategy known 
as dollar-cost-averaging. Some 
people prefer this method as it does 
not require much involvement, other 
than the initial set up.  Regardless 
of what your investment strategy is, 
it’s important to stay focused and 
disciplined throughout the market 
ups and downs.

The people with the least stress 
during times of market volatility are 
those who have engaged a team of 
professionals to assist them with 
managing their wealth. Similar to 
owning a business and hiring people 
with a variety of expertise to assist 
you with growing and managing your 
business, you can do the same with 
regard to growing your own personal 
or corporate wealth. Your wealth 
management team should consist of 
an Accountant to provide tax advice, 
a Portfolio Manager to manage the 
day to day investment decisions, 
a Financial Planner to design a 
plan to accomplish your goals and 
objectives, an Insurance Specialist 
to help mitigate the risks in your 
plan and a Lawyer to ensure you’ve 
protected yourself, your wealth and 
your family, in the event of death or 
inability to manage your own affairs. 
Once you’ve chosen the right team 
and have the right strategy in place, 
you can spend your time worrying 
about where you’re going to vacation, 
rather than how the market is 
performing.

Find out how DJB Wealth 
Management Inc. works with 
you to integrate the principles of 
Accounting, Financial Planning and 
Investment Management.
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Many people find great joy 
working in a family business. 
Spending time with relatives 

and moving toward a common goal can 
be fun and fulfilling. Families who work 
together often feel an especially close 
bond because of their shared business 
interests.

However, for every family business 
that hums along on these shared 
aspirations, there’s another that’s 
disenchanted and unhappy. Family 
baggage has taken over relationships, 
the generations are at odds with one 
another, and neither the company nor 
its family employees are prospering. 
As one miserable family business 
employee sarcastically described his 
situation, “Our family puts the ‘fun’ in 
dysfunctional.”

To avoid this situation, it’s smart to 
start preparing the next generation of 
leadership early: exposing them to the 
family business, guiding them toward 
good choices and fostering healthy, 
fulfilling careers.

Teach your children well.  Like a 
marriage, work relationships fare best 
when they’re based on shared values.  
For parents interested in bringing 
their children into a family business, 
establishing these principles begins at 
home.  Work ethic and interpersonal 
skills are learned by observation.  Keep 
this in mind as you discuss business 
around the dinner table.

Establish employment rules.  Family 
employment policies serve as a great 
guide.  These policies can cover such 
topics as who can work in the business, 
when they can join, how their salaries 
and benefits will be calculated, where 
their career paths start — you name it.

For example, some family businesses 
require all relatives to have a college 
degree or work outside the company 
for a period of time.  Putting these 
requirements in writing takes the 
emotion out of employment discussions 
and lets the kids know exactly what is 
expected of them.

Treat relatives like anyone else.  Many 
moms and dads have a hard time 
taking off the “parent” hat and putting 
on the “boss” hat at work.  Either 
they’re too easy on their kids, letting 
them come in late or allowing them to 
be disrespectful, or they’re too hard, 
expecting them to do twice what’s 
required of other employees.

As much as possible, it’s best to treat 
relatives just like everyone else.  This 
sense of equality creates goodwill 
among non-family employees, and lets 
the kids know that they are expected to 
toe the line.

Let them fail a little.  One of the 
most common problems in family 
businesses is that the older generation 
is reluctant to let go.  But at some point 
the founders must let the younger 
generation move into the driver’s 
seat.  Otherwise, they’ll never learn to 
manage the company and make good 
decisions.

To accommodate this learning curve, 
let the children start making decisions 
early in their careers.  Begin with fail-
safe choices.  Let the kids take some 
risks, endure the consequences of 
questionable decisions and gain 

management experience.  In other 
words, get them ready to lead.

Remember, the family business is 
an asset, not an heirloom.  Keeping 
it running smoothly requires more 
than just a hand-off to the younger 
generation. It’s not easy to smooth 
the way for the next generation, but 
hard work will pay off in an efficient, 
profitable business.

Start preparing the next generation of 
leadership early: expose them to the 
family business, guide them toward 
good choices and foster healthy, 
fulfilling careers.

Our Firm works with many family 
businesses on succession issues. 
Please let us know if our Business 
Transition & Family Enterprise 
Advisory Services team can help you.
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On February 11, 2014, the 
Canada Revenue Agency (CRA) 
made changes to the GST/HST 

exemption regarding acupuncture 
and naturopathic services.  Generally, 
the qualifying health care supplies 
(a defined term) provided by each of 
these practitioners, assuming they 
are licensed or otherwise certified 
to practice,  were added to the list 
of exempt services in Section 7 of 
Part II of Schedule V of the Excise 
Tax Act (ETA).  As a result, these 
practitioners were no longer required 
to charge GST/HST on those supplies.   
A downside to this change is that 
these practitioners would not be 
eligible to claim input tax credits 
(ITC’s) on any of their inputs to the 
exempt revenue stream.  In addition, 
these practitioners may also have had 
a requirement to deem a supply of 
some of their property and payback 
prior ITC’s claimed.

For example, assume that an 
acupuncturist or naturopath was 
registered for GST/HST and claimed 
ITC’s on the acquisition of equipment 
used in their practice.  As a result of 
the change in tax exempt status as 
of February 11, 2014, the equipment 
would now be held primarily (>50%) 
for use in exempt activities, triggering 
a deemed supply under subsection 
200(2) of the ETA.   The tax payable 
is based on the basic tax content 
(a defined term) of the property 
which is usually equal to the GST/
HST originally paid, prorated for the 
decrease in the fair market value since 
acquisition.  From our observation, 
the deemed supply has not been 
contemplated by many practitioners 
after the legislative change, as well 
as practitioners continuing to claim 
full ITC’s on all of their expenses.

Also, these practitioners may have a 
mix of exempt and taxable revenue 
streams, which would result in some 
portion of the GST/HST paid being 
claimable as an ITC, and some not.  
Generally when there are mixed 
revenue streams, the taxpayer 
must allocate the ITC’s on a fair 
and reasonable basis amongst the 
taxable and exempt revenue streams.  
The allocation of these expenses as 
it relates to an ITC claim can be 
complex and heavily scrutinized by 
the CRA.  The CRA has published GST/
HST Memorandum 8.3 as a guideline 
to what the CRA considers to be ‘fair 
and reasonable’ allocation methods.   
It is important that when determining 
your fair and reasonable allocation 
method, that it be documented to 
defend its reasonableness should it 
be challenged by the CRA.

For more information on the 
acupuncture services, please refer 
to Excise and GST/HST News 97. 
http://www.cra-arc.gc.ca/E/pub/gr/
news97/news97-e.html

Please note that the definitions and 
rules are more complex than outlined 
above.  Before you make any changes to 
your GST/HST, please consult your GST/
HST advisor for clarification and what 
your next course of action should be.
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