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Ask most business owners what
their company is worth today,
and you probably get a semi-
confident answer. Owners
routinely track revenue,
expenses, payroll, and
production. They lead to
immediate problems, so it's
understandable. There are a lot
of quiet things that directly

Impact enterprise value, though.

These “invisible” problems are
called value drivers and value
detractors and, unfortunately,
evaluated everyday by buyers,
lenders, and private equity firms.
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What It Signals to
Buyers

Value Driver

Predictable future

Recurring revenue
g cash flow

Documented

processes Scalable operations

More distribution

Strong cash flow .
capacity
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The most widespread threat to
business value is also the one
Mmany owners are least likely to
recognize: the business can't
function without them.

When a buyer realizes the
business depends heavily on a

single individual, the number of

deals decline.. If that cash flow
depends on one person
continuing to show up, it
becomes uncertain. A business
that doesn’t have this caveat
feels like a much safer
iInvestment.
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How to prevent this:

Build a management layer that
handles day-to-day decisions

Document every critical process

so knowledge is institutional,
not personal

Transition key customer/vendor
relationships to the broader team

Create accountability structures

that function whether the owner
IS present or not
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A company generating 40% of revenue from one client may
appear successful, but to a buyer, it represents one of the most
significant red flags in due diligence. What happens if that
customer wants to renegotiate pricing? What if they simply leave?

No single customer should represent more than 10% to 15% of

total revenue. Customer concentration doesn't just threaten
cash flow — it reduces business valuation, limits borrowing
capacity, and makes the company significantly harder to sell.

Owners who actively monitor concentration and develop

deliberate plans to diversify their customer base, and in turn limit
this concentration, protect both their cash flow and their eventual
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sale price.




Most businesses have

employees that would Programs that offer financial
incentives in competitive

significantly damage many arkets
aspects of the company if they

left. These key people — usually Long-term benefits that are

based in performance
top performers — carry

relationships, institutional Key employee life and disability

knowledge, and influence that insurance

cannot be quickly replaced. Succession planning that creates

Their departure creates a path forward for high
disruption that often extends PEMIIETE
well beyond the need to fill a

position. So, how do you prepare

for this situation? \, +866-811-0737
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A company can report strong sales while simultaneously suffering
from poor collections, excessive receivables in accounts, and
working capital shortages. Weak accounts and poor receivable
Mmanagement increase borrowing costs, reduce liquidity, and force
dependence on lenders at the worst possible times.

Businesses with predictable, well-managed cash flow, however,
require less debt, gain greater flexibility, command higher
valuations, and create significantly less owner stress. Because of
this, cash flow stability is a direct input into enterprise value.
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DSO CEl Concentration Reserves
Lower days = faster 95%+ collection . 60 to 90 days on
- No client over 15%
cash efficiency hand
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Protection Area A Strategy for What to Do

Monitor and actively diversify revenue

Customer concentration
sources

Proactively manage receivables, and reserve

Cash flow o
discipline

Plans for key persons, cyber liability, buy-sell,
Insurance , )
and captive strategies

Reviewed regularly, not only when a buyer

Enterprise value
appears
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	INSURANCE GROUP
	A Practical Guide for Small Business Owners
	BUSINESS VALUE PROTECTION GUIDE
	CROSSROADS

	PROTECTING BUSINESS VALUE
	Most business owners insure their buildings, their vehicles, and their equipment. Many insure their health and lives. Surprisingly, though. few actively protect the value of the single largest asset they own: their business.
	For most owners, between 60% and 95% of their personal net worth is tied up in their company. It represents decades of work, sacrifice, and financial risk. Despite this, what took twenty years to build can lose significant value in months: A major customer leaves. A key employee resigns. Cash flow tightens.
	Building business value and protecting business value are equally important. Most owners focus only on one of them.
	This guide identifies the most significant threats to business value and what owners can do to protect against them.
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	RISKS MOST DON’T MEASURE
	Ask most business owners what their company is worth today, and you probably get a semi-confident answer.  Owners routinely track revenue, expenses, payroll, and production. They lead to immediate problems, so it’s understandable. There are a lot of quiet things that directly impact enterprise value, though.
	These “invisible” problems are called value drivers and value detractors and, unfortunately, evaluated everyday by buyers, lenders, and private equity firms.
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	THE BUSINESS  WITHOUT YOU
	The most widespread threat to business value is also the one many owners are least likely to recognize:  the business can't function without them.
	When a buyer realizes the business depends heavily on a single individual, the number of deals decline.. If that cash flow depends on one person continuing to show up, it becomes uncertain. A business that doesn’t have this caveat feels like a much safer investment.
	How to prevent this:
	Build a management layer that
	handles day-to-day decisions
	Document every critical process
	so knowledge is institutional, not personal
	Transition key customer/vendor
	relationships to the broader team
	Create accountability structures
	that function whether the owner is present or not
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	CUSTOMER RISKS
	A company generating 40% of revenue from one client may appear successful, but to a buyer, it represents one of the most significant red flags in due diligence. What happens if that customer wants to renegotiate pricing? What if they simply leave?
	No single customer should represent more than 10% to 15% of total revenue.   Customer concentration doesn't just threaten cash flow – it reduces business valuation, limits borrowing capacity, and makes the company significantly harder to sell.
	Owners who actively monitor concentration and develop deliberate plans to diversify their customer base, and in turn limit this concentration, protect both their cash flow and their eventual sale price.
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	THE PEOPLE WHO DRIVE VALUE
	Most businesses have employees that would significantly damage many aspects of the company if they left. These key people – usually top performers – carry relationships, institutional knowledge, and influence that cannot be quickly replaced. Their departure creates disruption that often extends well beyond the need to fill a position. So, how do you prepare for this situation?
	Programs that offer financial
	incentives in competitive markets
	Long-term benefits that are
	based in performance
	Key employee life and disability
	insurance
	Succession planning that creates
	a path forward for high performers
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	THE FLOW THAT DRIVES VALUE
	A company can report strong sales while simultaneously suffering from poor collections, excessive receivables in accounts, and working capital shortages. Weak accounts and poor receivable management increase borrowing costs, reduce liquidity, and force dependence on lenders at the worst possible times.
	Businesses with predictable, well-managed cash flow, however, require less debt, gain greater flexibility, command higher valuations, and create significantly less owner stress. Because of this, cash flow stability is a direct input into enterprise value.
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	A REFERENCE FOR PROTECTION
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	Learn About Your Options

