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Praise for Cracking the Code





“Mergers and acquisitions are John’s passion. When I met him in his twenties he was already more knowledgeable about this field than most people. A decade later he is truly an expert in the field and has guided our firm and clients through hundreds of M&A transactions. This book is a must read for anyone looking to execute a transaction in this arena. We can all learn from his experience and passion for the entrepreneurial spirit.”





Julie Ayers, CPA, CGMA, CCIFP


Partner at LB&A, Certified Public Accountants, PLLC





“Thank God John Bly was around during my last M&A since Cracking the Code was not. Cracking the Code is like reliving the process all over again. It amazes me how clear, plain and simple John and this book makes the M&A process.”





Dan Wilson


President/CEO of Waypoint IT Experts, EO Charlotte President





“John Bly has worked with dozens of our clients over the years and in every instance has made a major impact on their business. He has represented both buyers and sellers on such important matters as structuring a transaction from a debt and equity perspective, guiding them thru the complexities of the tax laws when one sells their business, to even helping our clients find ways to grow their businesses. John is an astute businessman and his experience in growing his own business through merger and acquisition gives him a unique prospective for advising people on M&A matters. This book should be read by every business owner, prospective business owner and their advisors!”





Brad Offerdahl


President of VR Mergers &  Acquisitions, Charlotte, NC





“This book covers an important topic, and there aren’t very many good books out there on it. John, a student in my EMP Class of 2015, captures the essence of M&A as it relates to entrepreneurs; in language that is easy to understand, and more importantly easy to execute.”





Verne Harnish


CEO of Gazelles, author of Mastering the Rockefeller Habits and The Greatest Business Decisions of All Time





“John Bly’s expertise as a successful and resourceful entrepreneur shines in this new book. As a long time, trusted referral partner for our clients, John has consistently demonstrated the ability to integrate strategic buy and sell side vision and guidance into all of his engagements. Having personally experienced the rewards and challenges of organic and strategic growth from the perspective of a corporate executive as well as a private sector consultant to small business owners, I find this book to be an essential roadmap for ensuring that your small business stays ahead of the growth curve through the continual evaluation and prudent execution of sound growth strategies via mergers and acquisitions.”





Trevor Crocker


Senior Advisor at VR Mergers &  Acquisitions
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To my wife, Darci, who started this entrepreneurial journey with me in 2004 and has to live with all the crazy things I say and do: thanks for trusting in me and giving me a long leash to run with.





To my girls, Anna, Avery and Ainsley, who might still be too young to know all the crazy things I do: Daddy loves you more than you will ever know, and don’t ever let anyone tell you that you can’t do something.
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JOHN BLY, CPA, CVA, CGMA is the founding partner of LB&A, and his entrepreneurial leadership has propelled its growth. LB&A ranks sixteenth in the Charlotte Business Journal’s Top 25 CPA Firms in the Charlotte Region. John and his wife created Bly &  Bly, CPA, with the purchase of Carolina Professional Accounting in 2004. Since then, there have been a total of ten mergers and acquisitions that have transformed the firm into its present state.





John steers the firm’s consistent growth of personnel and expansion of client services. In 2004 the firm offered bookkeeping and tax services. Now the firm has expanded to include services such as assurance services, government audit, business valuations, merger and acquisition consultation, peer review, controller services, tax planning, wealth management, accounting for charter schools and a variety of entrepreneurial growth services. With six partners and over thirty professionals, John continues to grow the firm both organically and through acquisitions. His strategic plan led to a second office in Greensboro to serve the rapidly growing Greensboro/Triad market.





John spends his time regularly consulting on 20–30 merger and acquisition (M&A) transactions a year, both on the buy side and the sell side. He is seen as an expert among his peers and has spoken to CPA firms in Raleigh; Pinehurst, Nebraska; and West Virginia to help them grow an M&A practice. Additionally, he regularly works with business brokers and investment bankers to help structure and plan deals, not just from a tax perspective but from the perspective of culture and planning for strategic growth.





John’s professional influence reaches far into the business community. His role in business development continually expands LB&A’s service radius. John is a frequently requested presenter who is called upon to share business ideas and growth strategies. His emphasis on proactive strategic growth has earned him a reputation as a thought leader in the business community in all matters of taxation and mergers and acquisitions, and he has created a network of professionals to enable emerging entrepreneurs. John has a passion for listening, learning and transferring knowledge through consultations with corporate clients. His leadership locally and globally in Entrepreneurs’ Organization has earned client and peer accolades.





Of the many awards and recognitions earned by John, the most notable include a national award for the M&A Advisor 40 Under 40 for 2013, the 2013 Accounting Today Award Recipient for Managing Partner Elite, the Charlotte Business Journal’s Forty Under 40 for 2011, and the Charlotte Business Journal’s Top 25 CPA Firms in the Charlotte Region for the years 2007–2013.





John not only believes in the growth of the firm but the growth of himself professionally. He has continued this process over the last few years by acquiring multiple additional licenses, which include Certified Public Accountant, Certified Valuation Analyst, Chartered Global Management Accountant, Series 7 General Securities Representative, and Series 66 Uniform Combined State Law.





He is also part of several different organizations and groups around Charlotte including the Entrepreneurs’ Organization (EO), Vistage, Firm Foundation Advisory Board, Association for Corporate Growth (Charlotte Chapter), American Institute of Certified Public Accountants, and National Association of Certified Valuation Analysts.





In EO, John is seen as a leader and has served on the local board of this global organization of more than 9,000 members for four years. In addition to his EO presidency in 2011, he has served on the Global Standing Finance and Audit Committees as well as the Eastern Regional Council, and was chairman of the largest regional conference in EO history. Currently, John is attending the MIT Entrepreneurial Masters Program (class of 2015) and he is an EO Accelerator speaker and facilitator, helping high-growth companies.





To learn more about John and working with LB&A, Certified Public Accountants, please visit www.cparesults.net.




 


FOREWORD





This book is a must read for those who are living the American Dream and those who are pursuing it. When people ask me why I believe so highly in John Bly, I tell them John is an entrepreneur who happens to have an accounting degree. It is rare to have a trusted advisor who has been in your shoes, walked the walk and put his financials where his mouth is.





In business transactions, we often find buyers and sellers taking advice from their respective counselors (accountants and attorneys mainly) who have zero knowledge of real-world experience for which they receive fees. When John advises on buy side or sell side, he speaks from the perspective of someone who has walked in that client’s shoes. This real-world experience is what he shares in his book Cracking the Code.





If every buyer and seller read this book prior to engaging my services, my job would become much easier.





Jay Offerdahl


VR Mergers &  Acquisitions, member EO Charlotte
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I was 25 years old when I embarked on an odyssey of growth. The CPA firm that I founded struck deals for two small acquisitions in 2004, another in 2005, and two large ones the following year. In a two-year period, we did $1.7 million worth of deals and bought $600,000 worth of real estate with close to no money down.





I tell you this not to demonstrate that I’m all that amazing, but rather, to let you know that you could do it too. You don’t need to have half a million or a million dollars down to grow your business through mergers and acquisitions.





What’s most important is to have the desire—and a strategy and structure to make it happen. If you have that, you can take your company to new heights with explosive growth, and you can do it with a minimum amount down, and perhaps not even a dollar out-of-pocket. We recently finished one such deal.





Every business should have an exit strategy. You might sell the company. You could close it and walk away, or transition it within the family. You need a strategy, and it should be in your mind when you start your company and for every decision going forward. Without a strategy, you might not end up where you want to go.





You have to have some idea of your game plan, whether for 5 or 15 years or longer. You don’t have to have all the details, but you should know your trajectory. When you can envision your growth and exit strategy, you will be able to base all your decisions on it, including acquisitions.





Doing What You Do Best





Most entrepreneurs started their business because they wanted to be their own boss. It allowed them to express their creative side. Often they find that they can greatly enhance that creativity and dramatically build the business through mergers and acquisitions.





It’s a way to grow while you focus on what you are good at, instead of having to deal directly with accounting, budgeting, sales, or human resources. If you can get big enough to support employees in those positions, you can reach a point where you’re doing just the things you want to do. And that’s when growth really takes off.





In this book, we’ll take a close look at how that process works. By acquiring other firms with complementary skills, services or products, a business can quickly grow and allow its owners to focus on what they enjoy about the business, and it can give them more time to enjoy life, as well.





Through mergers and acquisitions, an entrepreneur can rapidly grow from one or two employees into a good-size, middle-market business. The growth sometimes is 20 percent, 50 percent, even 100 percent. It’s fairly easy to then build support structures in a way that you couldn’t do at a growth of 5 or 10 percent a year. With that support in place, you can focus on the reason you got into the business in the first place.





The Fast Lane to Success





Considering how many small businesses fail, you wouldn’t start one unless your tolerance for risk was reasonably high. Just the sound of “mergers and acquisitions” can seem intimidating, as well, but consider this: Businesses that grow to a revenue of $1 million, the statistics show, rarely fail. Only about 4 percent of businesses in the United States reach that point, but it’s a critical mass that, once reached, tends to secure success.





Mergers are a faster way to reach that critical mass. If you have a one- or two-person business, your next hire represents a 30 to 50 percent growth. That first hire can feel like a struggle, since, as the owner, you sometimes can’t take that step backward in pay, but after several hires the percentage by which each new hire increases the staff becomes much smaller and more manageable, and the next hire isn’t nearly as hard. M&A becomes a highly efficient way of growing by leveraging what you have already.





It might seem complicated, but if you break down the process of mergers and acquisitions into its elements, it’s quite doable. You just need to take it one bite at a time. If you think you could never acquire a two-million-dollar company, then you’re never going to acquire one. If you think you can, you can. Either way, you’re right.





You can follow clearly defined steps to accomplish the goal, and a positive attitude is what it takes to move forward on those steps. You need to consider numerous elements, such as whether the company cultures are a good match. Is everybody going to play nice in the sandbox? Do the financials work? You are responsible for the due diligence that will help to ensure wise decisions along the way.





If you take it piece by piece, you can eliminate potential M&A prospects and get down to the ones that are a good fit for you. In the right deal, one plus one might equal three or four or five. In a bad deal, one plus one could equal 1.5.





Huge Rewards





Let’s get started, because the rewards are huge. Smart businesspeople know when they need to get help, and help is available to navigate the M&A process. Steering that ship can be relatively simple, but a good captain needs a worthy crew who know the ways of the sea.
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