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Testimonials from Small-Business Owners Like You


Mark has a gift for sharing tax and legal information. Not only does he clearly explain strategies for lowering taxes and protecting assets, but also, he makes it fun along the way. I strongly recommend The Business Owner’s Guide to Financial Freedom to all business owners.


—DANIEL TURKEWITZ, JL & A GROUP, INC.


This book is for entrepreneurs who want to be successful. I attended Mark’s workshop in Philadelphia with my son, and Mark’s legal and tax expertise gave me the knowledge to help me launch my real estate business with confidence!


—FARAH PIERRE, DEVELOPSELF


Since I met Mark and started implementing his strategies, my gross income has grown over 1,000 percent. Mark’s strategies have worked flawlessly, and his advice saved my wife and me tens of thousands of dollars and huge amounts of stress. Mark is the real deal . . . Get reading!


—GREG GALLAGHER, REAL ESTATE INVESTOR, ADVISOR, BROKER, AND COACH


I love reading Mark Kohler’s books! Mark gives you a real-life perspective on tax and legal strategies that you can implement without having to spend a lot of money. I’m able to use his strategies to stay on track with my business and save thousands of dollars in taxes.


—JEIMY RAMIREZ, FIGUEROA PROFESSIONAL SERVICES


Mark Kohler has a gift for making normally dry information interesting and entertaining so it is better absorbed and retained. I have four or five of his books and cannot recommend him highly enough. Read, watch, and listen to all you can by this man. His information doesn’t cost—it pays.


—JOE DORNER, SENIOR ADVISOR, ANCHOR ADVISOR & ASSOCIATES


Mark Kohler is AMAZING! He makes the boring business of taxes and legal strategies fun to learn. I am very grateful to have someone with such vast knowledge lead me through the complicated world of contracts and law and government forms. He is the most important person to have on my team to create financial freedom.


—SHELLEY SIMS, THRIVE, INC.


My life and business will forever be changed for the better because of Mark Kohler. His books contain pure gold when it comes to understanding the way business, taxes, and asset protection works. I highly recommend The Business Owner’s Guide to Financial Freedom.


—KYLE PARKS, OWNER, SOUND HARBOR ENTERPRISES, LLC


Do you have a coordinated tax, legal, and financial plan? If not, you should read Mark’s book The Business Owner’s Guide to Financial Freedom. Your professional and personal life is about to get a whole lot better.


—CHRISTIAN HESTER, M.D., LITTLE ROCK EYE CLINIC


Ever since What Your CPA Isn’t Telling You, I have been following Mark’s work. I have saved my clients thousands of dollars by implementing his recommended strategies. Any business owner is missing out on opportunities to save if they are not learning from Mark’s newsletters, podcasts, and books.


—ANGIE TONEY, CPA, ANGEL FINANCIAL SERVICES LLC
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INTRODUCTION


THE DIFFERENCE BETWEEN WALL STREET AND MAIN STREET


This book is for business owners, or “entrepreneurs,” as they are known. We are a different breed. We think differently, we dream differently, and of course, we operate differently. This couldn’t be truer than when it comes to building and protecting our finances. Our lives, our income, and our future, including retirement, largely revolve around our businesses.


There is nothing wrong with this focus and perspective, but it’s different—and Wall Street doesn’t get it. Moreover, when it comes to the typical financial planner or “Wall Street” advisor, it basically boils down to these irrefutable facts.


If you:





       [image: ][image: ]  Do not want to own a portfolio made up primarily of stock-based products,


       [image: ][image: ]  Are not interested in using insurance products for retirement,


       [image: ][image: ]  Want to use your business as your primary asset for retirement,


       [image: ][image: ]  Self-direct your retirement account in nonstock investments, and even invest in some real estate,


. . . THEN, Wall Street advisors want NOTHING to do with you!


That’s the truth, even though your advisor may sugarcoat their true feelings with words like “Let’s review your estate plan and retirement structure” or “Let’s look at your asset allocation and security needs,” no matter how they disguise that message, it’s all code for “I need to sell you stocks, bonds, mutual funds, or insurance” or “I need to put your assets ‘under management.’” Either way, they just want to get paid for doing something with YOUR money.


Now, don’t get me wrong, I’m not opposed to traditional financial products, services, or even paying for them, but the problem is that the number one asset for an entrepreneur is his or her business. So any financial products or insurance policy needs to “supplement” a broader plan. The reason being, deep down, most business owners plan on selling their business and somehow “retiring” on their business or on real estate, as we will discuss later in detail.


In the end, the “typical” financial advisor, broker, or insurance agent isn’t equipped with the tools, nor are they motivated to assist in a plan centered on an entrepreneur’s business or real estate portfolio.


With that in mind, I want to help. I know what resources and options you need to consider for financial security if you run your own business.


This book will speak to the soul of the entrepreneur!


An entrepreneur wants to know how to use his or her business to create financial freedom, or what I often refer to as “flexibility.” This is a unique discussion approached from a different perspective, with a different set of tools that a Wall Street brokerage “tow-the-line advisor” isn’t even allowed to discuss. They work for companies that sell specific products and are, therefore, trying to maneuver your needs to fit their products, rather than the other way around.


I’m going to discuss these tools with you frankly and clearly and give YOU, the entrepreneur, the strategies to retire sooner and with more cash flow so you can maximize the true value of your business. Even for wage-earning Americans, financial planning isn’t easy. For example, developing and maintaining a plan that incorporates saving and investing for retirement, protecting your assets, estate planning, and of course, minimizing taxes is very complex.


However, for the business owner, the complexities increase exponentially. He or she needs to incorporate all the issues that confront an individual, while also facing the day-to-day and strategic decisions needed to maintain and grow a business.


For those lucky ones who run a large business and have plenty of resources, they rely on consulting firms that can address virtually every need. Those resources are generally very expensive and, therefore, simply unavailable to the average small-business owner. The result is that entrepreneurs often find themselves left without the support they need when, frankly, they need it the most.


Helping small-business owners develop and maintain a solid financial plan is why I wrote this book. My goal is to provide small-business owners with the systems and strategies they need to achieve the financial independence they want. This book is about you and your financial freedom.


If you own or run a small- to midsized business or if you are a one-person startup, keep on reading. There really is a better, smarter, safer way to plan for your retirement, and I’m going to show you how.









PART


I


PERSPECTIVE


I want to put things in “perspective.” There are a lot of misconceptions about how an entrepreneur should approach wealth building and “who” they should work with and rely on.


Throughout the next four chapters, I will share critical concepts, belief systems, and facts about our current financial systems in the United States. I want to encourage you to look at your business and your approach to wealth building with a new set of eyes as we build the foundation for financial flexibility and freedom.


In Chapter 3, I will introduce the co-author of this book, Randy Luebke, a truly “independent” investment advisor. Randy’s insightful comments in almost every chapter will shock and enlighten you as to the realities of trying to build wealth with a Wall Street “mindset.” It’s critical that in this conversation we have an “insider” that can explain the truth about Wall Street financial products, as they will be necessary tools on our path to financial freedom. However, Randy will help me explain which ones to steer clear of and which ones can actually help us as business owners.


As an entrepreneur, you have to look at financial freedom with a different perspective from what Wall Street tries to force upon you. Not every financial product peddled on Wall Street is in your best interest as a business owner, so we need to “Create a New Perspective.” See page 2.
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Figure I—Creating a New Perspective









CHAPTER


1


THE ENTREPRENEUR MINDSET


If you call yourself an “entrepreneur, there’s a good chance you had a lemonade stand or a newspaper route as a kid. Perhaps you tried to sell something door-to-door, invented something, or at least tinkered with a product or service that you dreamed of selling all over America, or even the world. At a bare minimum, you still have a burning desire to work for yourself and to create something from nothing.


This describes me. I love entrepreneurship, but I also know we’re different from most other people. Not richer or poorer. Not smarter or more talented—and certainly not better people than the average wage-earning Americans. We’re just different. We have a passion and a drive—we want to take the initiative to do something on our own, but this also makes how we approach savings, wealth, and retirement different, too.


I have been fortunate to meet with more than a thousand entrepreneurs every year in one-on-one consultations discussing wealth. In fact, I have interacted with tens of thousands of small-business owners from all over the country as I teach workshops and meet with business clubs and associations. During these countless exchanges, I’ve learned that there are a number of common personality traits amongst entrepreneurs and their entrepreneurial mindsets. Some are good traits, and others are not.


Good and Bad Personality Traits of Entrepreneurs


First, it’s worth noting that successful entrepreneurs are not necessarily born with all the good personality traits to succeed, but they develop them as their passion grows. Conversely, the bad traits, also noted below, tend to dissipate as entrepreneurs become consumed, or even obsessed, with their future business endeavors.


Good traits of entrepreneurs include:





       [image: ][image: ]  dreaming big


       [image: ][image: ]  loving what they do


       [image: ][image: ]  an extraordinary drive compared to others


       [image: ][image: ]  having determination and a “never give up” attitude


       [image: ][image: ]  believing that their business is going to make them rich


Do these qualities sound familiar? These are all factors in creating success as an entrepreneur. As fellow entrepreneurs agree, this is what motivates us, gives us purpose, and drives us to not give up.


Common “Bad” Belief Systems or Characteristics of Entrepreneurs


Here are a few characteristics that we as entrepreneurs don’t like to talk about. They can be the “Achilles’ heel” or “kryptonite” for an entrepreneur. Fortunately, most can be mitigated or at least minimized.


Kryptonite traits of entrepreneurs might include thinking that:





       [image: ][image: ]  Cash flow, while rarely steady, will work itself out, even with the ups and downs.


       [image: ][image: ]  The demand for my product, service, or industry will always be there.


       [image: ][image: ]  I should reinvest every dime I can back into my business because it’s my best investment.


       [image: ][image: ]  I’ll be able to retire on my business.


I am convinced that these “bad” characteristics and overall mindset are what holds so many entrepreneurs back from financial independence and freedom. The result is stress, inconsistent cash flow, no constructive retirement plan, and oftentimes, finding themselves in serious debt. But, we don’t give up, do we? Determination is generally a good thing, but it can also be blinding us and stopping us from stepping back and looking at the whole forest. We are simply stuck in the trees oftentimes making short-sighted decisions.


Freedom Versus Flexibility


Part of having an entrepreneurial mindset is being able to understand the difference between freedom and flexibility. The definition of “freedom” is generally misunderstood by those who are not entrepreneurs. The two questions commonly asked of entrepreneurs are: “Didn’t you start a small business to be free?” or “Isn’t it liberating to be an entrepreneur?”


I’ve asked thousands of students in my classes if they feel “free” as entrepreneurs, and they laugh as they glance around the room nervously. Then, I often hear these entrepreneurs state that they have “flexibility,” not freedom. “We have the choice to work any 12 hours a day we want!” That is flexibility. It can be our greatest strength if we can embrace it, use our agility and ability to make quick decisions, and cultivate better financial habits.


I LOVE the entrepreneurial mindset, but many small-business owners need a little “tuning up” or “tweaking” that will give them much-needed power, strength, and wisdom to better succeed as entrepreneurs. The bottom line: You have the flexibility and power to make changes in how you approach and run your business!


A Better Entrepreneurial Mindset


As we consider the good and bad personality traits of entrepreneurs, we can change our mindset if we just tap into the control we have over our business and the flexibility to make decisions. We can eliminate the incorrect belief systems that haunt us and create more financial freedom in our business and personal lives. Below are three beliefs, or habits, that I encourage small-business owners to cultivate that will actually set them free financially.





       1. Don’t depend 100 percent on your business for your retirement income. It’s important to step back and look at the big picture and the future on a regular basis. We need to realize that our industry, product, or service could disappear or dramatically decrease in sales overnight, or face increases in cost or competition through no fault of our own. Plan for such a possibility by diversifying your sources of income or opportunities.


       2. Remember the significance of cash flow. They say, “Cash is King” and “Cash Flow is Queen,” yet cash flow will almost always be sporadic or inconsistent in small business. That’s OK. Don’t bemoan this reality, complain, or be depressed. Instead, you should embrace it and plan accordingly. When you do have positive cash flow, you have to deploy it into other revenue-generating strategies, whether in the actual business or outside it. This is where real estate, retirement accounts (properly invested), building buckets of cash-flow-producing assets, and other small-business development options come into play.


       3. Know the true value of your business. Your business has value, so you should never give up on making it more and more valuable. However, you need to understand that your business may not be as valuable as you think. Don’t forget, your passion may blur your judgment. You should know the value of your business (from an outside source) and start putting together a long-term exit strategy for your business early on. This means having a living, breathing strategic plan and being able to look at your business from a third party’s point of view.











TIP FOR FINANCIAL FREEDOM


Change how you view your business.









As you embrace this entrepreneurial mindset, you will find financial freedom, independence, and flexibility. Independence to work when you want, flexibility to choose what you love to do, and having multiple buckets (or sources) to help you save for retirement will let you choose when to retire. This new mindset works, reduces your stress, and puts you in control of your business!
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TAKEAWAY 1—Your business, while it may provide you with freedom or choice to pursue what you love, may not provide you with all the financial freedom you want and need.




TAKEAWAY 2—We as entrepreneurs need to recognize our good and bad personality traits that we inherit with business ownership. As we do so, we will be better able to enhance our good characteristics and address our bad belief systems and habits.




TAKEAWAY 3—You can create a new mindset. This will include a realistic expectation as to the value of your business and what type of retirement it may be able to provide. You can also start to approach your cash flow with a different perspective and start to use your profits to build other sources of income and assets that will truly help you experience financial freedom!









CHAPTER


2


A REALITY CHECK—THE TRUE VALUE OF YOUR BUSINESS


If you’re like me, you believe your business is your most valuable financial asset. Most entrepreneurs feel this way, and it’s OK. You have worked hours upon hours and invested blood, sweat, and tears into your business. I get it, but is your business as valuable to others? Maybe, maybe not.


This chapter isn’t about changing your perspective on the value or benefit of owning a business. It’s about understanding the value of the business to a third party so you can plan to retire on your business—or at the very least, have your business help you reach some degree of financial freedom.


I’m sure many of you have a mature business model and structure well underway. You’re creating monthly cash flow and hopefully a brand, a client list, a product or products, a website, and basically some equity or residual value. Some of you are just beginning to launch your concept or idea and/or making plans to build a business or real estate empire. Whatever the case may be, I want you to know the more you can see NOW about the capability or the capacity for your business to provide for future wealth, the better.


What Is the Dollar Value of Your Business?


Valuation, as it is called, is such an important topic and critical aspect to building financial freedom that I dedicated an entire chapter to the technical methods of coming up with such a value AND thus increasing the value of your business (see Chapter 19). For now, I need to present an important concept I’ll discuss again and again throughout this book: Your business is probably not worth as much as you think it is. By understanding what the market, or a third party, will pay for your business, you can hopefully make modifications and changes in your business NOW so it will be worth more in the future. There are two reasons why you think your business is worth more than it really is: passion and potential. Let’s explore those reasons.


Passion


If you’re like me, you mentally elevate the value of your business because you have an emotional attachment. Just like your kids draw the best pictures and your house is the nicest on the block, your business is worth a fortune. You are biased, and you should be. You have poured blood, sweat, and tears into your business for years. You did this by working late nights, and on weekends, missing family functions, and skipping out on trips with your friends. You didn’t take any income at times and everyone sacrificed. You took out loans, borrowed money, and invested your own hard-earned cash into your business. Why? Because your business needed you.


Such passion, dedication, and sacrifice create an emotional attachment to your business, and this will usually result in a perceived or unrealistic value. This is nothing to be frustrated or angry about. Your business does have value, and I want to build on that. We just have to be able to look in the mirror and admit that we can be emotional about our business and a little less than impartial. Face it . . . no one is going to think your business is worth more than you do.


Potential


The second reason why you think your business is worth more money is because you know your business has great potential! But do you and I spend as much time focusing on the future and development of our business model as we should? Probably not. I know I don’t. The older I get, the better I become at strategic planning for my business, but when I sit down and think of the potential of my business, I always feel like I could do more.


So what are we to do? I realize we need to pay the bills, cover the overhead, try to support ourselves (and maybe a family) with our business profits, but just sometimes, once and a while, we need to implement better strategic planning for the future sale of our business by realizing more of that potential. It’s not uncommon for business owners to think about what the business could, should, and would be able to accomplish with vision and planning. It is, however, difficult to focus on the potential when we are knee-deep working “in” the business. It’s hard to find the necessary time to step back and work “on” the business. As a result, we think the business is worth more, rather than actually making the business worth more.


Building Value


While you may seek outside help in putting together an objective valuation of your business, you are still the person best able to see the potential and amazing future of your business. Because you have this unique and powerful perspective, you can build a three-, five-, and ten-year plan to improve the intrinsic, hard-core value of your business. Remember, the value of your business is more than the ability to create cash flow. It is also about your ability to make more money with your business next month and the month after that. This is how you create value.


Think about the organization of the business—not just how it’s structured, but how it’s organized. Could it run without you at the helm and make a profit? Are the accounting records in order? Do you have employee handbooks, manuals, and operational systems to help a buyer run your business without you? Why would I want to buy your business if it’s not organized and can’t succeed without you?











TIP FOR FINANCIAL FREEDOM


Processes—not persons—create value.









If you want someone to value your business at the same dollar amount as you, then the business CAN’T be only about you. The business has to have systems or processes! Yes, there will be managers at the helm, but is it organized and ready for a third party to hit the ground running? You are in the unique and powerful position to make that happen. You need to step back, “look at the forest through the trees,” and do what is most important for your business in the long run—not just what will create the most cash flow next month.


Changing Markets, Industries, and Trends


Two major mistakes entrepreneurs make is thinking that their business model, product, or service will essentially be the same today, tomorrow, and forever, and that a customer’s wants and needs will also remain the same. You have to look outside and understand what buyers may be concerned with when “valuing” your business. If there is a chance the market could change or the industry may go in an entirely different direction, what will happen to your business?


I know it’s a scary thought, but this is what an appraiser or a buyer is going to think about before they sign the dotted line to buy your business. Buyers from outside of your business will want to consider numerous factors affecting your industry, including new technology, means of marketing, and the economy in general.


The excitement of owning a business and knowing there is no glass ceiling and unlimited potential must be balanced by the fact that we can be scared to death when it comes to our customer base, the industry, or simply collecting our accounts receivable to pay the bills next month.


Creating Value Outside of Your Business


Because of this unpredictability when valuing our business, and in order to build financial freedom, we need to take profits from our business and create other assets and sources of income. This doesn’t mean you won’t have your business as your number-one asset, it just means you can’t reinvest every dime of profit back into your business.


I know what you are feeling and saying. I’ve heard it literally over a thousand times: “My business is my best and greatest asset. I should reinvest all I can back into my business where I get the greatest return on my dollar”—wrong!


If there is a change in the market forces, a change in your industry, a change in the laws or regulations, or even a terrorist attack or war, what would or could happen to your business? While a few major companies have successfully reinvested only in their business for years, way too many business owners have found themselves in great financial trouble (not to mention a ton of stress) putting everything into one bucket—the business asset bucket.


Don’t be so naive that you think nothing could happen in the world to change your business model, product, or service. Think about the business owners in New Orleans who were hit by Hurricane Katrina. They did nothing wrong to minimize the value of their businesses, and yet the values went down. This is why we need to diversify—and I’m not talking about a stock portfolio. Your business can actually help you BUILD diversity. If you want to build “Financial Freedom,” you can’t have all your eggs in one basket. You need balance in all things, balance in your business, and balance in your assets.


First, take some profits, when you can, and invest in other income- or equity-producing assets. Invest in what you know. Invest in another business with which you have a strategic partnership or relationship. Invest in some real estate. Invest in precious metals. Invest in something that isn’t dependent on the same market, industry, or customer base as your core business. Yes, you can even invest in Wall Street products and insurance, but only at the right time with the proper method that we will discuss later.


Now, I know you are busy, but you can’t afford not to take a little time every week to think outside the box. Your business could very well be the goose laying some golden eggs right now, which is great. All I’m saying is to take some of those eggs and buy some cows, or buy a farmhouse down the road and rent it to a llama farmer, or even get out of agriculture altogether and take some of those golden eggs to set up an online fly fishing store in your spare time.


You owe more to your business, and to yourself, than having the pressure of paying all the bills and providing a retirement without diversifying. Do your business, and yourself, a favor by creating some cash flow somewhere else so your business doesn’t have to be the superstar year in and year out. Let your business help you diversify.


[image: ]




TAKEAWAY 1—Entrepreneurs have an emotional attachment to their business, which often creates a perceived and unrealistic value of the business.




TAKEAWAY 2—You are in a unique and powerful position to build value in your business by taking time to create a strategic plan that will produce a greater core value for your business that others will also see as a value.




TAKEAWAY 3—A business, and the outside world around it, is intrinsically unpredictable. Therefore, we should not reinvest every dollar back into our business. Instead, it’s important to peel out profits, when we can, to redeploy and invest in other income/equity-building ventures.









CHAPTER


3


THE TRUTH ABOUT YOUR FINANCIAL ADVISOR


Wall Street doesn’t understand the small-business entrepreneur. Your business is of no interest to them. Unless your business is driving billions of dollars in annual sales, you’re just too small and inconsequential for Wall Street’s big money strategies. Essentially, to the Wall Street advisor, if you aren’t planning on going public or aren’t able to provide a unique opportunity for a private equity firm to invest in you, they won’t even talk to you.


What’s worse is that the Main Street representative of Wall Street, for example your “local” stockbroker, insurance agent, or financial planner, says they care about you, but it’s only a half-truth. I call them the Main Street representative because they are on the front lines working for one of the large Wall Street firms selling their products to “help” the average-income American or entrepreneur. But the half-truth is that they are captive to their employers.


Captive means that they can only recommend their company’s products or services, and if they don’t, they get fired. This isn’t like the scene in the movie Miracle on 34th Street where the woman at the counter working for Cole’s pulled out the Yellow Pages and recommended their competitor because that’s what was best for the customer and where they could get the best value and price.


Do you really think your agent at State Farm is going to recommend a product at Allstate or Geico, even if there is a chance their rates are better? Or is your broker at Northwestern or Merrill Lynch going to recommend a different product or strategy at Edward Jones, or even a self-directed custodian like Pensco or DirectedIRA?com? Of course not! When it comes to our retirement portfolios, or insurance, the last thing you think you’re going to get is independent advice that’s best for you.


An Independent Advisor


I chose an amazing financial advisor to be my co-author for this book. His name is Randy Luebke, and he is truly an independent advisor who is legally required to give the best advice for his clients—not to give advice to enhance his own income. I was grateful he was willing to share his time, insights, and incredible wisdom to contribute to this book. Throughout the remainder of this book, you will see his sidebar comments from the perspective of an independent advisor without a self-serving agenda.


Randy is what is known as an Investment Advisor Representative (IAR), and he owns his own Registered Investment Advisory (RIA). While this designation and business arrangement is not a guarantee of independence (more on this to follow), without it he or any other financial advisor would find it difficult if not impossible to provide truly independent advice. In Randy’s situation, however, it does mean he is not associated with a broker-dealer and he doesn’t sell any proprietary mutual funds or other financial products. You may not realize it, but such independent advisors make up only 1.6 percent of all financial advisors in the country. Simply stated, he is only one of approximately 5,000 independent advisors out of more than 310,000 licensed financial advisors in the country.








RANDY LUEBKE


In Tony Robbins’ book, Unshakeable: Your Financial Freedom Playbook (Simon & Schuster, 2017), he goes to great lengths to describe the lack of independent advisors in America and the misconception and misdirection promulgated by the financial industry that leads us to believe that most advisors are acting as fiduciaries on our behalf. They aren’t! They can’t—even if they wanted to. I believe this is truly the cancer in the financial industry, and no one is looking for the cure or even cares about it. In fact, you would actually be surprised to see more legislation aimed at reducing the rules and regulations that protect financial consumers.









Tony Robbins related his own frustration about trying to find independent financial advisors—“How are you supposed to tell which hat they’re wearing at any given moment? Believe me, it’s not easy. I’ve had the experience of asking an advisor if he was a fiduciary and having him look me in the eye and assuring me that he was . . . here was a person I thought I could recommend as a fiduciary, and he lied to my face.”


Let me explain what this term fiduciary really means, as well as suitability.


Suitability Versus Fiduciary Duty


These two terms are rarely talked about by your rank-and-file advisors because they don’t want to scare you away. Suitability means how appropriate the financial product is for the investor in a broad sense. Essentially, as long as a financial product is within your risk tolerance, and they think you can take the hit if it loses, then the advisor can sell it, and you can’t sue them for the advice they provided you to buy it.


Fiduciary duty means that the advisor has a duty to recommend, and to do, what’s best specifically for YOU—not for their employer. The type of advisor held to this standard is licensed as an Investment Advisor Representative, or “IAR,” and they work for a Registered Investment Advisory, or RIA. Now, you may think that your local advisor on Main Street is different, but they aren’t. In fact, the local advisor tied to a large brokerage firm or even a small independent shop that is supervised by a broker-dealer is contractually obligated to sell you their products and ONLY their products. Any recommendations to invest your money otherwise would likely be in violation of their employment agreement.


This would be what is referred to as selling away, the practice of recommending and selling assets to you that would move your money away from their employer’s/broker-dealer’s firm and investing your money elsewhere, like in your own business, for example. Even though investing in something other than the securities that the firm sells may be in your best interest, the Wall Street advisor cannot recommend it, or they could and would likely be fired.








RANDY LUEBKE


Regrettably, it is more complicated than simply looking for IAR/RIA status. There are a few more questions you need to ask. This is because if the RIA is affiliated with a broker-dealer, they are once again being manipulated and recommending specific investments for which they are rewarded with incentives. Otherwise stated: they’ve lost their independence.


Moreover, if the IAR has established proprietary mutual funds or separately managed accounts, they again are highly compensated to steer you towards these highly profitable products, which is in their best interest and not necessarily in yours.









Frankly, the Wall Street advisors are generally good people caught up in a very bad system. My son in fact is currently attending college and loves to track individual stocks and do some commission free trading. He is enamored by the exchanges and financial industry. I’m okay with that and think it’s great, but if he wants to advise others, I want him to be truly independent and focus on what’s in the best interest of his clients.


Regrettably, many new stockbrokers drawn to the industry join large brokerages, banks, and advisory firms hoping to make their fortune but are held captive to their employer. As a result, you are the target of their sales techniques instead of benefiting from their advice.


The sad part is, you can’t exactly blame them. It’s like watching one of those wildlife videos where the lion kills a deer and then getting mad at the lion. You can’t blame the lion. This is what they do. They hunt and they kill to eat and to survive. Selling you Wall Street’s financial products is what the Wall Street advisor does. You can’t blame them either. It’s what they do to survive.


I’m so grateful that I was to come in contact and build a relationship with a truly independent fiduciary such as Randy Luebke. In fact, I’m honored to have him contribute to this book and have asked him to author a couple chapters in full on insurance products (Chapter 16) and what to buy from Wall Street (Chapter 17). Both of these topics I have no business writing on, and I hope you are as grateful as I am for some unbiased, nonself-serving advice on these critical subjects.


On the homepage of Randy’s website, he uses the checklist created by Tony Robbins and his advice on how to find the right type of advisor. Robbins spent countless hours, and I’m sure thousands of dollars, to research and explain very powerfully in his book how important a fiduciary is to your success. Randy meets every one of these criteria to ensure that you get independent advice that is in your best interest. In our law and accounting firm, we only recommend advisors that meet this criteria for comprehensive financial planning.











TIP FOR FINANCIAL FREEDOM


Find out who your financial advisor really represents.









[image: ]




TAKEAWAY 1—Wall Street is not looking out for the individual investor or small-business owner.




TAKEAWAY 2—By far, most financial advisors are looking out for themselves. They work for large brokerages that sell products, and they are looking to sell you the products that will bring them the highest sales commissions.




TAKEAWAY 3—Only a Registered Investment Advisor (RIA) is truly an independent advisor with a fiduciary duty to look out for your best interest. Purchasing Wall Street products is oftentimes a good choice in your mix of assets to build financial freedom, but it’s critical you search and interview to find an independent advisor.









CHAPTER


4


WHAT WALL STREET ISN’T TELLING YOU


At this point, you hopefully realize that it’s hard to find the right person in the financial industry to advise you. Regrettably, that’s only half the battle. Frankly, we’re just getting started when it comes to the corruption, in my opinion, permeating Wall Street.


It’s the FEES!


This is at the heart of why you and I can’t get independent advice from Wall Street. They are too addicted to the fees and the love of money. While making money is why we go to work or own our businesses, consumers need to know the truth about how this industry works and what is going on behind the curtain.


In the investment industry, there are two cost structures, or powers at work, that consumers know very little about. These two combine to undercut the average investor. This is why you feel like your retirement accounts and any such goal to use Wall Street products is a waste of time and money!


Problem 1: Annual Fund Operating Expenses (aka Fund Fees)


The fees buried in mutual funds are enormous and hidden from the average investor. We don’t even know what they are nor could we figure them out. Why do I focus on the mutual fund as the problem? Largely, because most of us do not have the buying power or the time to research and invest in individual stocks. And we certainly can’t be day traders and business owners at the same time!


In America today, there are more than 3,000 stocks on the NASDAQ and 2,800 stocks on the NYSE—not to mention another estimated 9,500 mutual funds and now thousands of Exchange Traded Funds (ETFs), with more created every day. The internal fees associated with this wide array of investments vary just as widely. By the way, I’m not bashing fees per se. Certainly, everyone needs to be paid, and no one is opposed to paying for value. The problem is that most of these mutual funds charge a lot of fees and deliver very little value when compared to ETF’s, where fees are very small. ETF’s are not a panacea either. There is no “free lunch” on Wall Street or with any investment. These fees taken by the mutual fund managers and companies can be off the chart!


Again, Tony Robbins, in Unshakeable, does a phenomenal job of investigating this issue, interviewing countless Wall Street insiders and outsiders to show what the average mutual fund can charge in fees. Based on the 2011 Forbes study titled “The Real Cost of Owning a Mutual Fund,” Robbins summarizes that “If the fund is held in a nontaxable account like a 401(k), you’re looking at total costs of 3.17 percent a year! If it’s in a taxable account, the total costs amount to a staggering 4.17 percent a year!”


Once again, Robbins puts it best when he writes, “These expenses are a constant drain on your returns—the equivalent of a merciless vampire sucking your blood each night while you’re asleep.” The result is that your “carefully chosen” mutual fund, selected by your advisor or broker, can barely exceed the market returns of a no-load index fund. In fact, Robert Arnott of Research Affiliates reports that 96 percent of mutual funds failed to beat the market over a 15-year period in large part due to these excessive fees!!


Bottom line: We are doomed before we even get started when we trust in the investment advice of our so-called “independent advisor.”


Problem 2: Administrative Fees (aka Plan Fees)


If you didn’t think mutual fund fees were bad enough, let’s add insult to injury and talk about the administrative fees of a 401(k) (the vehicle to hold your mutual funds). This is a cost thrown onto the backs of companies and business owners simply for the pleasure of being able to use a 401(k) structure, but of course, these costs will inevitably trickle down to the investor themselves as they always do in the process.


Yet, let me say adamantly that the 401(k) is amazing and an incredible opportunity and strategy if used properly. It can be the perfect vehicle to help reach more financial freedom or flexibility. The problem is that 98 percent of Americans are not the “driver” of this vehicle, but small-business owners could be if they knew who to ask for help.








RANDY LUEBKE


Using the vehicle analogy, you’re just in the front passenger seat as a spectator. Your broker or agent is in the driver’s seat, and their friends, or financial products, are in the back seat. The broker tells you that you can “direct” your retirement, and can choose who goes in the back seat, but then they give you the caveat that it can only be “some of their friends.” What’s worse is that not only are you stuck with products in the back seat that aren’t your friends, you have to pay all the fees that come with the vehicle AND the passengers.









It’s no secret nowadays that there are an incredible amount of hidden fees and costs buried in your investments AND in the administrative costs of your 401(k) and almost every financial product peddled by Wall Street.


Again, Tony Robbins did the work for all of us exposing this scheme perpetrated upon us, stating, “You’ve got to hand it to these providers: They’re truly ingenious when it comes to dreaming up different ways to siphon off the money in your 401(k)!” He goes on further to say, “Just to be clear, we’re not referring here to the absurdly high fees that you’re being charged by the mutual funds in your 401(k) plan. These are the additional fees that you’re also being charged by the plan provider that’s administering your 401(k).”


These 401(k) fees can be buried and disguised in so many unique ways it’s hard to even find a range of what these fees can be. Moreover, the fees for such plans can be different from one company to another and one brokerage firm to another. You also have to review a maze of paperwork and fine print to ever discover the true costs being extracted out of your hard-earned investments. Suffice it to say that administrative fees can range from 1.6 to 7.75 percent or more, and again, that is on top of the actual mutual fund fees. It is truly sad when you consider the greed of Wall Street and their ability to extract more money out of the average American investor and entrepreneur.


Three Strategies Your Advisor Won’t Talk About


Now, let me recognize that I have quoted Tony Robbins several times in this chapter, but also let me assure you that isn’t going to be the case throughout the rest of the book. I think Robbins does a fantastic job in explaining the problems with Wall Street, the fees, the corruption, and the lack of independence they so claim. However, Robbins stops there. His ultimate solution is to still approach investing in Wall Street, but to invest in no-load indexed mutual funds. That’s it! No other options for even the entrepreneur.


If I had the honor and pleasure to interview Robbins on my radio show and podcast, I would ask him why he doesn’t discuss the three topics below. Also, keep in mind that you will never hear your advisor discuss these three strategies, at least voluntarily—and if they do, they will downplay, disregard, and outright discourage you from considering them. And yet, these three strategies will allow you to build for your future while growing your greatest asset of all: your business.


Strategy 1—Investing in Your Own Business More Aggressively


Remember, your business can be your most valuable asset, at present and/or potentially in the future. We believe it will become the vehicle that drives you to your financial freedom. Why not maximize its value cautiously and carefully?


You could be sitting on a gold mine or have a goose laying golden eggs to build other buckets of wealth. In Chapter 5, I will start laying the groundwork for optimizing your business more fully and feeding, or “funding,” a diverse array of assets that will give you financial flexibility and ultimate freedom.
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