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Let’s face it. 
your job is tough.



480,000 
plumbers

460,000 
HVACWORST FAILURE RATE 

after 5 years



not all surprising
Many owners start off as either 

technicians themselves, 
or have the company passed to them.



Let’s talk about the top 5.



Don’t pay 
your taxes.

#1 cause of death



DON’T PAY YOUR TAXES

More than just mistakes. 
The IRS looks for 
anything that is 
“voluntary, conscious, 
and intentional”.



DON’T PAY YOUR TAXES

• under report your income. 
• over report your expenses. 
• do not report your taxes. 



Under report your income

Report all transactions (including 
barter and cash). 

Watch your $10,000 deposit limit. 

do not avoid payroll taxes by paying cash.



OVER report your EXPENSES

don’t over-estimate travel 
(especially for a spouse). 

Don’t claim personal miles as 
business miles.



DO NOT REPORT YOUR TAXES

This includes sales tax and 
payroll tax. 

using tax dollars to fund your 
business is considered tax 
fraud.



but I’ve always done it this way, 
why should i change?



IRS Can complicate 
things quickly.

• 25% extra late fees 
• social security earnings 

seized 
• repo buildings, vehicles, and 

homes 
• Think you’re stressed now? 

just wait.



hire a qualified cpa. 
it’s the best investment 

you can make.



hire a qualified cpa. 
Ask how the new tax law 

will impact your business.



don’t 
manage your 

financials.

#2 cause of death



A Doctor’s visit
• Check your temperature 
• Take your weight 
• measure your height 
• Take your pulse 
• Take your RESPIRATORY rate 
• take blood pressure 
• medication history 
• family medical history

…why?



A Doctor’s visit

• Determine treatment 
protocols 

• confirm feedback on 
treatment 

• inform life-saving decisions 
• valuable in-the-moment, 

but also over time



Financials are similar.



important kpis

profitability

solvency

efficiency

performance indicators



important kpis
profitability

Return on Sales (AKA: Net Profit Margin)   
measures the before tax profits on the year’ sales. my recommendation is 5% or 
greater. 
(Net Profit Before Taxes / Net Sales) x 100 

Return on Owner’ Equity (AKA: Return on Investment)   
measures the ability to realize an adequate return on the capital invested by the 
owners. my recommendation is 25% or greater. 
(Net Profit Before Taxes / Net Worth) x 100 

Return on Assets  
matches net profits after taxes with the assets used to earn such profits. A high 
percentage rate can tell you the company is well managed and has a healthy return on 
assets. my recommendation is 15% or greater.  
(Net Profit After Taxes / Total Assets) x 100



important kpis
efficiency

Sales to Total Assets  
measures the percentage of investment in assets that is required to generate the 
current annual sales level. indicates how aggressively a company should sell. my 
recommendation is generally 5 to 7.  
Net Sales / Total Assets 

Sales to Inventory (AKA: Inventory Turnover)   
typically applies to companies that rely on inventory to help create sales. It indicates if 
you’re losing sales, or wasting money on inventory. my recommendation is generally 6 
to 8. 
Annual Net Sales / Inventory 

Collection Period (AKA: Average Age of Accounts Receivable) is 
helpful in measuring how fast a business can increase its cash supply. more than 10 to 
15 days over terms should be of concern. my recommendation is 40 or less. 
(Accounts Receivable / Sales) x Days in Period



important kpis
efficiency

Sales to Total Labor Expense  
indicates how much of your total sales revenue is consumed by all payroll and labor 
related expenses. The lower the number the better, because it suggests that you are 
efficiently using employees to create and manage sales. my recommendation is .3 or 
less. 
Payroll / Sales 

Sales to Technician (Field) Labor  
indicates how much of your total sales revenue (income) is consumed by payroll and 
labor expenses related to the field (usually sales, technicians and installers). The 
lower the number the better, because it suggests that employees to creating sales. 
Our recommendation is .2 or less.  
Field Labor COGS / Sales



important kpis
solvency

Acid Test (AKA: Quick or Liquid Ratio)   
measures the extent to which a business can cover its current liabilities with those 
current assets readily convertible to cash. my recommendation is 1.35 or greater.  
(Cash + Accounts Receivable) / Current Liabilities 

Cash to Current Liabilities  
measures the company’s ability to handle an absolute worst case scenario where 
liabilities must be satisfied immediately. i generally recommend a ratio of 1. In other 
words, you have $1.00 in cash to pay off $1.00 of liabilities.  
Cash / Current Liabilities



important kpis
performance indicators

UN-BILLABLE TIME  
This is the amount of hours that were paid but not billed to a job. A service department 
should bill out at least 40% of its total labor hours while construction should be 90% 
higher. 

AVERAGE AMOUNT PER INVOICE  
Obviously your goal depends largely on the type of work you are doing and the 
industry you are in. Be sure to set standards for your service and installation 
department. 

CONVERSION RATE TO REPAIR  
This KPI indicates how many service calls (trip charges) were made versus how many of 
those trips resulted in an actual billable repair.



important kpis
performance indicators

CONVERSION RATE TO SERVICE AGREEMENT  
Indicates how many service calls were made versus how many of those resulted in the 
sale of a service agreement. If you’re in the service business, you should have 
approximately 300 SAs per billable employee. 

GROSS PROFIT Net sales minus the cost of goods and services sold (direct expenses) 
Service work should yield a GP of 70% or higher while heavy construction can be 20%. 
One of your manager’s most important responsibilities is to protect profit margins on 
labor and materials. 

CALLBACK PERCENTAGE  
A “callback” can be defined as return visit to correct an improper repair that cannot be 
billed. A good service department should have less than 2% of its service calls result 
in a callback. 



Sound complicated? 
quickbooks makes it easy.



Sound complicated? 
manage these.  

control your future.



don’t use a 
smart pricing 

strategy.

#3 cause of death



Pricing strategy

“That’s too much.” 
“I want a fair price.” 

“I want it fixed right the first time.” 
“Your competitor quoted it for less.”



Pricing strategy

You have customers who are price conscious.  

You want to make as much money as possible.



Here’s the secret: 
It’s not actually  
about the money.





Price is not the same  
as value.



Pricing strategy

Cost plus  
(time & Material)

Common options

Price matching



Pricing strategy

Flat rate 

Key financial ratios 
Labor 

Materials 
Customer experience 

Overhead 
Projected inflation

Another option



Pricing strategy

Your customers Prefer flat rate over hourly. 

You could make 20% more money.



To learn more about flat 
rate, check out



spend money on 
ineffective 
advertising

#4 cause of death





Marketing



Marketing

Where do you start?



Awareness

Interest

Preference

Conversion 
$



Mass marketing 
Billboard  
Tv 
Radio

Website 
newspaper 
Content marketing 
pr

Social media 
Seo

Narrowcasting 
Referral marketing 
Word of mouth 
Adwords 
Loyalty programs

10,000:1

1,000:1

250:1

1:1



Marketing

Focus your dollars 
where you can 

measure results.



Marketing
Cost of acquisition

Total spend on marketing 

Number of customers served 

Phone book 
Billboard 

Radio 
School sponsorships 

Website 
Adwords 
Coupons 

Door hangers 



Marketing
Cost of acquisition

We just determined average COA. 

Can also be done for each channel.



Marketing
How much should you spend?

According to the small 
business administration, 

you should target to spend  
7-8% of revenue on 

marketing.



Don’t copy your 
competition. 

learn from them.



Marketing
Planning your efforts

Evaluate your customers

Evaluate your competition

What’s your niche?

What are the best paths to your 
customer?

Measure results.



don’t plan 
your business

#5 cause of death



There is a world of 
difference between 
working in your business  
And working on your 
business.



• How will I hire good employees? 
• How will I fire employees? 
• What challenges will we face as we grow? 
• What’s the exit plan? 
• How can we diversify as we grow? 
• What are our risks, and how can we 

manage them? 
• How much cash will I always need on hand?

These are not 
luxury decisions.



There is no such thing as 
accidental growth.



Need help?

Sbdc has offices 
across the state, 

and completely 
confidential & 

free. 

www.oksbdc.org



Congrats!
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Thanks!

Questions? 
email  

ryan@dpmarketing.services


