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INTRODUCTION

This seminar was created to help you prepare yourself for some of the complexities of owning and growing a
small business. We will discuss recruiting, employee training, marketing, sales, scheduling, controlling costs,
and forming a business plan or budget.

Please ask every question. This is the best way to learn. If you have a question that only pertains to you, you
might consider saving it until a break time to receive a personal answer.

Please pre-read this manual before class. Feel free to mark any words or sections that you want us to
explain in greater depth. We are happy to help you.

Reproduction or distribution of this manual (or any part thereof) without the prior written consent of
Association Training Inc. is forbidden under penalty of law. This manual contains material copyrighted by
Sun Brite Inc. and Abrams Plus Inc. and these materials are used by permission.

This manual is intended as a guide to help contractors avoid many common business and technical
mistakes. It is not intended to replace the counsel of professional advisors such as accountants and
attorneys. It is not intended to replace the instructions written by the manufacturer of your choice of any
equipment, supplies, or materials.

This manual is solely intended to give a contractor’s eye view of the subject. Association Training
Inc. is not liable for your interpretation or use of any of the information in this manual.

Peter Marentay has been helping business owners be more successful for more than twenty years. He
began teaching and training in 1985 as a part of the Domino’s Pizza training program. Named Corporate
Person Of The Year (1984) by Domino’s Pizza Distribution, he helped create the Executive Development
course at Domino’s Pizza (1990). He was twice elected President of CanFac, Domino’s Pizza’s Franchise
Advisory Council for Canada, and also served on the President's Council of Domino’s Pizza. As the
President of CanFac, Marentay initiated the effort to help struggling franchise owners in Canada turn their
operations around from 1988-1990. A former VP of Coffee Beanery, Pete headed up both New Concept
Development and Equipment Distribution for this growing retailer.

Marentay served two terms as a Director of PWNA, and as chairman of both the Certification and
Communications Committees. Pete co-authored the original PWNA Wood Certification course and taught
this class for PWNA since 1999. He also teaches several courses geared to power wash professionals.

Marentay owns Sun Brite Supply, a distributor of specialty products for the power wash industry.

Everett Abrams has Wood Certifications from Power Washers of North America, Wolman, Flood, and
Penofin. He teaches the Wood Certification Class for PWNA and is also on the Board of Directors of
PWNA. He is regarded as one of the top experts in the industry. Abrams has also been instrumental, and
received a Certificate of Appreciation, in organizing National Roundtable Meetings to educate and elevate
the professionalism and standards of the Wood Restoration and Pressure Washing industries.

Abrams resides and works in Shamong, N.J., where he owns Abrams Plus Inc. (Deck Restoration Plus,
Abrams Pressure Washing Plus, Abrams Pest Control Plus, and Abrams Farms Plus). Deck Restoration
Plus is a franchise company that specializes in exterior wood restoration and manufactures a complete
line of logo-specific chemicals and supplies.

Abrams has been an Instructor for PWNA Wood Certification since 2003. He is also a member of the
National Pest Management Association (NPMA) and the Forest Products Society.
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Alliance supports trade associations and organizations and endorses the Code of Ethics adopted by PWNA

THE PWNA CODE OF ETHICS
I will, at all times, conduct my business in a fair and honorable manner.
I pledge to represent my products and services as they actually are, to do what | promise and to
promise only what I can reasonably do, to compete fairly with others on the merits of my products
and services, and to refrain from false or misleading statements about my competitors or their
products or services.
I commit to maintain adequate insurance coverage to protect my customers’ property.
I promise to comply, to the best of my knowledge and ability, with all rules and regulations
prescribed by law and government agencies for the health, safety, and well-being of my

employees, my customers, the public, and the environment.

I pledge to perform all services using the Best Management Practices and Standards adopted by
PWNA.
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SECTION I:

SETTING UP YOUR COMPANY
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COMPANY STRUCTURE

NOTE: This manual is intended as general (non-specific) advice for business owners. This
information is intended for discussion purposes only. It is not intended to replace either the counsel
of an attorney, tax advisor, accountant, or other professional. We strongly recommend that you seek
qualified professional advice specific to where you live and your personal situation. The information
contained on this site does not constitute legal advice and is presented without any representation
or warranty whatsoever, particularly relating to accuracy or completeness. Do not act on this
information without legal counsel.

This class is presented to help individuals who have limited experience in

business learn ways to take their new or smaller operations to the next

‘ ' level. Growth in sales and profits, for most of us, comes from expanding

the menu of services we offer and teaching employees how to do the

PB work our customers want done to our own standards of excellence.

Most of us will find that, as one-person operations, we cannot seem to get
beyond a certain amount of sales during the year. There just isn't an
endless supply of hours and days, no matter how successful we are
making the phone ring. Those of us who are willing to do the work and
make the necessary investments can grow our companies to much larger
and more stable operations if we can just find the right people and teach
them what we have learned — without training them to become competitors of ours. This is quite a challenge.

We want you to begin by thinking in terms of “systems” for your business that will help you grow. A system is
an organizational tool that tells people the right thing to do when confronted with a decision. By arming
yourself and your future employees with clear, well-planned systems, you increase your chances of success
dramatically. Consider a paperwork system, and estimating system, a marketing system, a customer
complaint handling system, etc. This way, when it is time to trust others to make decisions that affect the
company, those decisions will probably be the right ones.

Focusing on structuring profitability from the beginning, we start by thinking about how to form our business
from a financial standpoint. Every business should start off with a plan and goals. We will finish this class with
an exercise where you will create an actual Business Plan Budget. In order for you to understand what goes
in to a Business Plan, we will begin by making some of the most important decisions in the life of any
company.

“Should | form a Corporation or a Sole Proprietorship or a Limited Liability Corporation or just start doing
business now and worry about that other stuff later? What is a Corporation anyway? Don'’t those things pay
the highest tax rates? I've heard that Corporations are double-taxed...”

The answer to these and other questions is never exactly a simple one. Each person’s circumstances are a
little different, and the decisions that should be made depend on those personal circumstances. In general,
though, there are some important things to look at before you begin operating a company.

To begin, we need to define the typical choices a business owner faces: Corporation, Sole Proprietorship, or
a Limited Liability entity. When there are two or more owners, the possibility of forming a Partnership
becomes part of the selection.

A Sole Proprietorship is any business that has no separate existence from its owner in a legal sense. The
business and the owner are one and the same in the eyes of the law. All debts of the business are debts of
the owner — and vice versa. Since there are no partners, it is called a "sole" proprietorship. (Sometimes a
business owned by both a husband and wife together is still considered a Sole Proprietorship.)
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This form of business has unlimited liability, so if the business is sued all of the owner’s assets are on the
table - house, car, savings, etc. A Sole Proprietorship is considered a “pass-through” entity by the IRS. This
means that the income or losses are passed through to the owner and reported on the owner’s individual tax
return.

A General Partnership is a type of business structure in which partners share with each other the profits,
losses, and liabilities of the business. General Partners put their personal assets on the line when things go
wrong in the business. General Partners are jointly liable for the debts and obligations of the partnership. In
addition, individual partners are liable for the wrongful acts of the other partners. A partnership is considered
a “pass-through” entity by the IRS. This means that the income or losses are passed through to the partners
and reported on the partner’s individual tax returns.

A Partnership is like a Sole Proprietorship in that they are the easiest entities to create. We always
recommend that partners have a written partnership agreement to establish procedures for the time when the
partners do not agree. Without these procedures, the business could fail because the partners weren’t
getting along.

A Limited Liability Company (“LLC”) or a Limited Liability Partnership (“LLP”) is formed by filing Articles of
Organization with the state. These Articles usually define the roles of the people involved. The debts and
liabilities of a LLC are solely the debts and liabilities of the LLC. The owners of the LLC are not personally
liable for the obligations of the company. Generally speaking, an LLP is a ‘pass through’ entity, while an LLC
is treated like a corporation for tax purposes (although there are many exceptions to these statements).

A Corporation is formed by filing Articles of Incorporation with the state. These Articles define the company
as if it were a person separate from all of the owners (the legal definition of a corporation). The assets of the
owners are shielded from the obligations and actions of the Corporation, which is the attraction of this
structure.

Tax issues differ between different types of Corporations, such as “C” corporations and “Sub-chapter S”
corporations. A “C” corporation is taxed at the highest rate for businesses and is able to retain profits from
year to year. A “C” Corporation pays taxes on earnings and a Shareholder of that corporation pays taxes
upon receiving any of the earnings as a dividend. This is the “double taxation” of corporate profits.

An “S” corporation passes all of the profits or losses directly to the owner(s) on December 31%, so these
company’s owner(s) always pay personal tax rates on any earnings. “S” corporations cannot hang on to
earnings; all earnings and losses are automatically ‘passed through’ each year to the owner.

Getting back to the questions that started this discussion, it is now pretty easy to see why you need the
advice of an accountant and an attorney as you launch your business. The IRS will not let corporations
change their status without excellent reasons, so many people who don’t do their homework in the beginning
find themselves trapped by short-sighted decisions.

In this lawsuit-happy society, a Corporation or Limited Liability operation makes good sense.

Once the decision about the structure of the company has been made, we can begin to establish the
systems that will help you run the company with as few problems as possible. Let’s get started!
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NAMING YOUR BUSINESS

We all want a clever name for our businesses that will generate trust, communicate ability, and be easy to
remember. The name of your business is a key part of your marketing program.

For example, naming your company “Working Under Pressure” might sound OK, but what does it really
say? You thought it said “wash with low pressure and cause no damage when you clean”. What does your
potential customer think when he sees that name in the phone book? Does it generate trust or does it say
that you are operating with ‘less than the right amount’ or that you are ‘over-stressed’? Avoid names that
might be misunderstood.

The default business name is to use your own name. Bill Smith might select “Bill's Pressure Washing” as
his business name — a style we see all the time. Although the name of this business includes a description
of what Bill does, a name like this does not really generate much trust or communicate ability. It might also
limit the marketability of other services that Bill may wish to do in the future.

An exception might be if Bill Smith was known by all of his potential customers because he is in a small
community. In that event, “Bill Smith’s Pressure Washing” or “Smith’s Pressure Washing” might be more
useful.

A name like “Expert Pressure Washing” is much more effective than “Bill's Pressure Washing” for obvious
reasons. Including “expert” and “professional” and similar descriptions in your company name is a positive
direction.

If your specialty is decks, perhaps a name like “Expert Wood Care” is better than “Expert Pressure
Washing”. However, it can be difficult to sell other services if your name is “Expert Wood Care”. For
example, it would be tough to say “we offer excellent house washes” if your name is “Expert Wood Care”.

What exactly does “wood care” really say, anyway? Of course you know, but does your customer? The
name gets a little better if it changes to “Expert Deck Care” which at least indicates outdoor wood exposed
to the weather that is typically not painted.

One step better might be “Expert Deck Restoration”. See how the name can affect the perception of the
company? Consider combining your name and mission, such as “Smith’s Expert Power Washing”.

Instead of describing what you do or your qualifications, your company name can reflect the results your
customers might be looking for. “Sparkling Clean Power Wash” might be a good name for your company
because it sells you.

No matter what name you are leaning towards, be absolutely sure that your name adds positively to the
image you are hoping to project. Include descriptors like expert, professional, precision, superior, etc. Try
to avoid having the same name as hundreds of others. (Yes, it seems like there are at least two “Deck
Doctors” or “Deck Medics” in every city in the country.)

If your name begins with A, B, or C, you will be among the top listings in the phone book. We know that
people look in the phone book, starting with “A” and working their way down the list.

Finally, if everyone loves your new company name (no, your mom’s opinion doesn’t carry extra weight on
this decision) then you might consider creating a trademark with it. The simple method is to add “TM” in
small letters after the name. This will not be the same as a federal trademark (®) but it does offer you
minimal protection. If you go this route, the first time your company name appears on any page it must be
followed by the “TM” — every time! Save copies of your use with dates on them in case you are ever in a
dispute over name rights.

A federal trademark takes a long time and lots of money to secure, and is usually not necessary.
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INSURANCE

It is extremely important for you to understand what insurance you need and exactly what protection having
that insurance gives you.

For starters, what kind of coverage do you need? A lot depends on what kind of work you will be doing, what
skills that work requires, and where you will be doing that work. For example, if you are doing commercial
work (such as Kitchen Exhaust cleaning) most customers will require you to carry up to $2M in liability
coverage. If you are doing residential work, a policy that affords protection up to $100K might be adequate. If
you live in an area where you might be traveling between states (as you might in the Virginia-Maryland-DC
area) you might have to carry more insurance than your home state requires. In that event, you have to know
what is required in each state.

First, let’s look at standard business coverage. If you operate out of your garage (as many new businesses
do), your homeowner’s policy might cover a loss of your tools (as long as your insurer does not believe that
these items belong to a business). All you really need is liability insurance to protect your customers in case
you cause damage to their premises. Although the minimum amount of coverage needed may be
determined by your state, in most cases a $100,000 policy can protect you adequately for residential work.
Commercial customers often ask for $2M in liability coverage to protect themselves.

NOTE: Liability insurance does not protect a customer if you perform improperly. A rule of thumb is that
anything under your care, custody, and control are not covered. For example, if you were paid to work on
something and damaged it, you ARE NOT covered. On the other hand, if you were paid to work on one thing
and damage something else in the process, you ARE covered.

Expect WorkComp premiums to be in the 10% range because most insurance companies do not have a
specific category for our trade. Once your experience rate is established, shop around for lower rates. If you
are required by your state to buy Worker’s Comp insurance, the charge will be the rate (10%?) times the
estimated size of your payroll. Most companies will accept your previous year’s payroll for this calculation,
and will audit your actual payroll at the end of the year to determine if you owe more for premiums or if you
are owed money back.

If you run your business from a location other than your home, business insurance is recommended. The
rate will be based on the value of your inventory and assets, and can vary widely from carrier to carrier. Try to
include Business Interruption coverage, in case an unforeseen disaster shuts your operation down for a few
weeks. Expect these premiums to be low.

Finally, let’'s look at vehicle coverage. If you drive a vehicle with permanent signage, commercial insurance is
a must. Insurance of this type is more expensive than personal insurance (averages about $1200 per year
per vehicle in many areas). Even temporary signs (i.e. magnetic) can expose you and your company if you
are involved in an accident. If you use a vehicle without signage of any sort, a personal policy will likely be
less expensive.

Trailers and their contents are seldom insured separately from the towing vehicle. If you use a trailer pulled
behind a vehicle, ask your insurance company to cover the trailer and contents. You may be asked if the
trailer is used commercially. We recommend that you tell your agent how you are using the trailer and take
his advice on the best way to insure it and keep premiums minimal.

In all, a full package of insurance for a van and tools and liability for your business will be in the $125 - $175
range per month. A responsible contractor will build this cost into the Business Plan.

© 2005 - 2007, ATES All Rights Reserved. 7




SECTION II:

SELECTING EQUIPMENT
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LOCAL DEALER vs INTERNET DEALER vs BIG BOX STORE

One of the most fundamental decisions made by every new contractor is where to buy equipment and
supplies for his or her business. There are several points we want you to think about.

There are lots of examples of suppliers that are good or bad for your business. If they are not open when you
need them, if their prices are far out of line, if they carry weak products or inferior equipment, they don’t
deserve your business.

Good Local Dealers have SERVICE as their focus. These are the folks that will come out to your shop or job
to deliver services such as help during mechanical emergencies. They offer a full range of products and
equipment, usually in stock and ready to deliver. Typically (but not always) these folks have to get slightly
higher prices for their equipment and supplies because of the cost of business they have (such as borrowing
money to buy inventory so you can have immediate delivery). Complaints about Local Dealers are usually
based on price or selection. Praises for Local Dealers are usually about their response to your emergency,
getting you back in operation with a minimum of downtime. Local Dealers often have territorial rights to the
equipment brands they sell. Local Dealers compete in the area they are in, and most areas cannot support
more than a single supplier.

Good Internet Dealers tend to focus on both PRICE and SUPPORT, but they are limited in the services they
can offer you. These operations compete with every other Internet operation in the country as well as every
Local Dealer. For that reason alone, their pricing is often significantly below that of Local Dealers. Good
Internet Dealers support the products they sell with in-depth information to callers. Complaints about Internet
Dealers usually center around delays and shipping problems. Praises about Internet Dealers are usually
around how large their selection is and how well they listen to your needs and steer you to the best solutions
for your problem.

Big box stores cater to a hybrid of homeowners and contractors. The equipment they sell runs the gamut
from expensive contractor-grade tools to inexpensive homeowner-grade tools, depending on the store you
are in and the focus of that store. The primary customer of big box stores for pressure washing equipment is
a homeowner. Often a new contractor without knowledge of either an available Local or Internet Dealer will
know that he or she can buy some equipment from the nearest home-improvement store. Complaints about
these big-box stores is that the equipment is often not up to the task and there is little or no support for the
contractor. Praises about these big box stores are usually about how well they treat you when you return that
machine with the mechanical problem.

In the decision about where to buy, we encourage you to think of your tools and supplies as investments in

your business. Buying the right tool (of the right quality level) helps promote success. Buying cheap tools ‘to
get by will almost assuredly set the stage for failure.
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SELECTING THE RIGHT PRESSURE WASHER

You face a lot of decisions in choosing a new pressure washer. Don’t be intimidated by all of the terms
and specifications, but recognize what facts you need to know to make a good business decision.
The most important thing to know is that your equipment must match the work you intend to do. If you
equipment is too large or powerful, you have wasted money and you could damage what you are cleaning.
If your equipment is too small, it will take too long to do the work and you will lose money. That is the
simple truth.

Let’s start by looking at the different choices you will have to make when picking a pressure washer:

. Gasoline vs Electric

. Hot Water vs Cold Water

. PSlvs GPM vs CU

. Belt Drive vs Direct vs Gear Driven

. Portable vs Stationary

. Wobble vs Axial vs Camshaft Pump
. Heavyweight vs Lightweight

. Home Model vs Contractor Model

O~NO AR WN -

Gasoline (or diesel) vs Electric: Most pressure washers are either powered by an electric motor or a
gasoline engine. A few are diesel powered. Electrics require little maintenance and are very quiet. They
require a source of power nearby (because the cord length is limited). They can be used indoors without
any problem. You can have electric units with lots of power, but most electrics are small units designed for
specific jobs, such as mobile detailing or deck cleaning. Gas units, on the other hand, can be extremely
portable. They are designed for outdoor use and can be built to deliver tons of cleaning power. They can
be somewhat loud, but your customers expect to hear some noise while you are working. Gas-powered
machines are used for cleaning concrete (called “flat work”), deck cleaning, fleet work, kitchen hoods and
ducts, or any other job that requires portability.

Hot Water vs Cold: Most pressure waters are cold-water portables. Cold water, along with the right
cleaners, can do most jobs. Some jobs, like removing heavy grease or stripping off finishes, just go better
with hot water. Hot water will enable you to cut about 30% off the time it takes to do ANY job. This
business is all about time, not spending less on your tools. If you have the right tools, you can compete
with other contractors and get done with each job in the shortest amount of time. Many new contractors
make the mistake of under-buying their tools to save money. Most experienced contractors over-buy their
tools and make the difference back in no time with the added power and features. If all you are going to do
is clean and seal wood, just buy a cold water machine. If you are washing anything else, such as houses
or hoods or trucks or concrete, consider hot water. If you already own a cold water machine and want to
have hot water, you can buy a “hot box” which heats the water from your cold pressure washer.

PSI vs GPM vs CU: First of all, let's take any mystery out of the acronyms. PSI stands for Pounds per
Square Inch. This is the pressure rating of your power washer. GPM stands for Gallons Per Minute, the
flow rate of your power washer. CU stands for Cleaning Units, which is PSI multiplied by GPM. All of these
terms refer to the power of your pressure washer.

To clean effectively, a power washer must provide ‘agitation’ to scrub off the dirt and ‘flow’ to rinse it away.
Think of the pressure (PSI) as the agitation that is applied to the surface that you are cleaning and think of
the flow (GPM) as the rinsing force that carries the dirt away.

Homeowner machines tend to run between 1200 and 2700 PSI. Contractor-grade power washers tend to

run between 3000 and 5000 PSI. More power means faster work, but more power also means more
potential for surface damage. Wood decks, for example, are often cleaned at pressure as low as 300 PSI
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