
Welcome to the Scale Your Small Business podcast. This is the place where we help
entrepreneurs and small business owners put systems in place to see exponential growth. I'm
your host, Jillian Foodstrom, a serial entrepreneur, a compulsive organizer, and your business
cheerleader. I'm going to help you calm the chaos, increase productivity and grow your revenue.
Let's get started.

This week, we're talking about the importance of contracts. If you've heard me speak before,
you know that I was in business with my former business partner for over 10 years. I'd invested
my entire being into that business. There was a succession plan we had in place. He was going
to retire and I was going to take over that business. Then unbeknownst to me, I got notified
along with everyone else in the company that he was selling the business, but just not to me. I
didn't even get the courtesy of a personal conversation. I got an email. Yep, in a two minute
email, my entire world, my professional career fell apart.

Now, here's why this is so important. Because if he and I had sat down and created a contract,
besides a verbal one, which clearly I was the only one that thought existed. If we would have
had that in writing, things would have ended completely different in this story.

Now, here's the most important part. This was actually one of those blessing in disguise
situations where luckily it didn't work out. I'm here today, Scale Your Small Business exists
because that deal fell through. So, I'm not sad that it happened, but it definitely was a huge
learning lesson. And I think that when you get into business with people and it's a verbal
handshake, it's not always the best way to do it.

Now, I know sometimes involving attorneys and your team in certain business dealings can be
uncomfortable, but it is super important because if you don't, if you don't have anything in
writing, if things are not spelled out, you could be left in the lurch, just like I was. Making sure
that all those details that you've discussed through, all those different conversations are
recorded somewhere in an actual document is huge because here's what you have to
remember. That right now you are getting along with the person that maybe you're in business
with, or you want to get in business with, but things can change. The person can change. Their
decisions can change, but sometimes even mental health issues arise.

There are instances where I have known people that have gotten involved in a business
scenario, but then one of the business partners got dementia. And of course, when that
happened, everything changed. Those conversations were no longer remembered. Those
things that they had agreed upon completely dissipated. Now, if those documents had been
written out, it would be something that the court could enforce. And it would be something that
even if the person had forgotten about, there's a record of it. So you have to be very careful
when you get into any business dealings with anyone.

Now, a lot of people go into business with friends or family, and I think that's an even more
cautious tale because those are people that you love and trust. And you never think that it would
end up in a dispute or a situation where you've lost money or you're about to lose money
because you have to leave the business because it's not what you thought it was. Or, the
person that you're working with has completely taken it in another direction and is no longer
listening or communicating with you.



So, take it from me and the people that I know who have been through business transactions
without contracts, it's a hard no. You want to make sure that everything is written down and I
mean everything. So if it's something that you're going to take possession of a business on a
certain day, what day is that? What is the plan once you've taken possession? Are you taking
over clients? Are you starting over fresh? What about those systems that the current business
might be using? Those may or may not be in the former owners information, so are you going to
be transitioning those or are you going to be taking those over? You definitely are going to need
to reach out to those vendors and get those contracts updated. But you want to have a specific
plan.

Also, something to think about along with what I mentioned earlier about someone getting
dementia and not being able to remember the conversations that you've had, you want to make
sure that every single detail is outlined. If you've been listening to my podcast from the very
beginning, I've always talked about my team of people, my accountant, my attorney, everyone
that is looking out for me is on that team. You want to make sure that you create that team for
yourself as well, so that you have those folks to lean on when you first start having
conversations about this business. All those little details need to be written out and made
completely plain in the lingo that is recognized by the court.

This is not something that you just want to write on the back of an envelope and have each
other sign, that's not the way to go. You want to make sure that this is a legally recorded
document. There are certain scenarios if X happens, Y will happen afterwards. You want to get
all that stuff nailed down exactly the way that you want it. Now, once the documents have been
prepared, of course, you want to review them before you sign them. But you want to take a
couple of days to make sure that you haven't forgotten anything, because if you've forgotten to
write down that, yes, I've been paying so-and-so for this business for two years. However, we
don't have a seller carried note. You might not be able to recognize that previous rent payments
that you've been paying to someone.

There's all sorts of ins and outs when it comes to contracts. And you want to make sure that
you've hired someone who's competent in that area, but also that you've given yourself enough
time to think about it, to think through every avenue of what could go wrong. And a lot of people
are like, that's never going to happen. This is my best friend. We've been best friends since
grade school, that person would never hurt me. But the truth is sometimes they don't have a
choice. Sometimes you are collateral damage. And by getting these contracts in place ahead of
time, is going to make you both feel so much better because if something comes up, it's very
easy to edit it now, while you're both are still friends, or maybe they would think of something
that you didn't think of, that you make sure that those items are in those documents.

Another important thing to remember is that maybe it's you and your best friend who have this
business together, but do you want that business to pass on to your best friend's spouse if they
were to pass away? There's all sorts of different things that can come up. So giving yourself
enough time to review everything, don't do this under stress. Don't let anyone pressure you to
sign contracts right away. You want to make sure that it's done correctly because someday you
may not be getting along with this person. And then everything has to be done through the
courts. And if you don't have your ducks in a row and your contracts written correctly, it could be
really hurt you.



That's all we've got for this episode of the Scale Your Small Business podcast. One thing that
would really help me and other new potential listeners is for you to rate the show and leave a
comment in iTunes, Stitcher, or wherever you tune in to listen. Also, make sure to link up with us
at hijillian.com or on social media. And don't forget to please just share, share, share this
podcast with anyone who you think might enjoy it. Until next time, remember, it's never too late
to get clear.


