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Want your business to endure? Then protect it from Murphy’s Law. This is risk 
management at its most basic.

Bad things happen. That’s why you take measures to protect yourself — wear a 
seat belt, don’t smoke, watch your weight and buy insurance. Bad things happen 
to businesses, too, so if you want your business to endure, identify what can hurt 
your business and find ways to protect it.

Jack Kelly did not protect his contract drilling business. He had just one rig and 
eight experienced employees but was netting about $600,000 per year — until a 
freak accident damaged the rig beyond repair. It was insured for $350,000, what 
he paid for it five years earlier. But Jack soon learned that a replacement rig would 
cost $750,000. Ouch. He was vastly underinsured. Still, he could handle that amount. But what he 
could NOT handle was that the earliest possible delivery of the replacement rig was estimated to be 
12 months out: no drill, no revenue.

Compounding the problem was that skilled drill operators were both essential and scarce.  
Jack decided to bite the bullet and try to retain his talented team of operators, to the tune of 
$42,000 per month. After eight months and still no rig, he let them all go. Four months later, the 
rig arrived, but now Jack could not secure skilled operators. The story ended in bankruptcy and 
business liquidation.

It would not have been difficult for Mr. Kelly to identify the risk that brought down his business. 
All he had to do was initiate a two-hour get-together with his insurance specialist and attorney to 
brainstorm about risks and mitigation strategies. Odds are pretty good they’d have thought of the 
obvious: “What if the drill rig is destroyed?”

It’s too late for Jack, but what about you? What could hurt YOUR business? This issue of The Business 
Owner urges you to think long and hard about this. Then devise mitigation strategies and put them 
in place. Your business survival depends on it.  q
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A Business Owner Imperative

n	 Eleven Steps to Smart Risk 
Management, Value Enhancement

n	 Insurance: What’s Available, What 
It Does and Why You Need It
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n	 Know Your Property-Casualty Policy
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Using the password below, log in to the members-only section at www.TheBusinessOwner.com 
for archived issues, article library, subscribers forum and more.

If the name that appears on the top and/or bottom of the cover of this publication is an entity or 
organization other than The Business Owner or DL Perkins, LLC, such entity and/or organization 
has had no input or influence whatsoever on the content that appears in this publication. DL Perkins, 
LLC takes complete responsibility for any and all content in this publication and any and all questions, 
complaints or claims whatsoever should be taken up solely with DL Perkins, LLC.
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How to Handle the 
Current Economic Tumult

Let them fall.

Diversify.

 
 

Stay Light on Leverage.

Count on Change.

Don’t Make Decisions Under Pressure.

 

Be a Low-Cost Provider.

  ❑

“ Great minds discuss ideas, mediocre minds discuss 
events and small minds discuss personalities.”

Eleanor Roosevelt
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SPECIAL SECTION

and assembling and mixing and preparing and maintaining take 

 

Step 1. Determine the Maximum Tolerable Loss (Dollars): 

we sustain without risking the 

Step 2. Assemble a Team:
maximum loss that is tolerable, you need to assess your risk 

your business and its risks as well as you do and, being the 

Step 3. Attend an Association Conference: Talking to peers 

Step 4. Meet with Your Team to Identify Risks: To aid in 

Your Value Chain.

SUPPORT
ACTIVITIES

PRIMARY ACTIVITIES

FIRM INFRASTRUCTURE

HUMAN RESOURCE MANAGEMENT

TECHNOLOGY DEVELOPMENT

PROCUREMENT

INBOUND
LOGISTICS

OUTBOUND
LOGISTICS

MARKETING
& SALES

SERVICEOPERATIONS

M
ARGIN

M
ARGIN

Important Relationships.

Critical Data.

Critical Assets.

Important Customers.

Important Industries.

Events and Accidents.

Eleven Steps to Smart Risk Management, 
Value Enhancement

continued on next page

Capital Acts As A Buffer Against 
Unexpected Losses

Source:  
A Holistic Risk Management Framework

Assets Liabilities

Probability of
insolvency

Expected profits

Probability distribution
of future profit/loss:

Capital
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SPECIAL SECTION

Step 5. Estimate the Financial Impact of Each Risk:  
 

Potential Impact of Largest Risks
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Step 6. Estimate the Likelihood of Each Risk:

 

Step 7. Create Your Risk Table:

Sample Risk Table
Risk # Description Frequency* Severity* Total1

 A Misc. Liability Claim 4 5 20
 B Loss of CRM Database 3 4 12
 C Termination of ADF Relationship 3 4 12
 D Death/Disability of Shirley 3 5 15
 E Destruction of Headquarters 3 5 15
 F Loss of State License 3 5 15
 G Value of dollar plummets 3 3 9
 H Worker Injury in Plant 4 2 8
1 Frequency times Severity

* on scale of 1 through 5 (1 being the least)

Step 8. Develop Your Customized Risk Matrix:

Generic Risk Matrix
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Completed Risk Matrix
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Step 9. Develop Your Risk Response:

Terminate.

Mitigate.

Transfer.

Eleven Steps to Smart Risk Management, Value Enhancement, continued from previous page

continued on page 6    

Risk (noun): 
Any thing, 
occurrence or 
event that could 
cause a loss. 
Risk (noun): 
Uncertainty of,  
or variability  
of, outcome.
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Exploit.

Tolerate.

Customized Risk Matrix
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Step 10. Implement Your Risk Response:

Terminate Mitigate Transfer

Risk Response
Strategies

Exploit Tolerate

Exit Risk
Area

Preventive Financing
Solutions

Insurance

Capital
Markets

Contractual
Transfer

Hybrid

Corrective

Directive

Detective

Explore the
upside of risk
by taking new
opportunities

Make a
conscious
decision to
tolerate the

risk

Step 11. Periodic Review: The good news is that this risk 
 

❑

Eleven Steps to Smart Risk Management, Value Enhancement, continued from previous page

EMPLOYMENT

By Kevin Kennemer, SPHR

the movie Good Night, and Good Luck

Company Culture Flows from the Top The answer is summed up in one very important, highly 

Seven Leadership Principles  
for Creating a Great Workplace

continued on next page   
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Definition of a Great Workplace

Seven Leadership Principles

1. Leaders share information.

2. Leaders are accessible.

 

3. Leaders willingly answer hard questions. Trust is built 

all the answers but develop strong trusting relationships 
with leaders who honestly admit when they do not have an 

4. Leaders emphasize two-way communication. Leaders 

Leaders always deliver on their promises.

Leaders show recognition and appreciation. Deep down, 

Leaders demonstrate sincere, personal concern. 

employee engagement is determined by whether senior 

Kevin Kennemer is president of The People Group, a consulting firm 
committed to improving employee lives, business performance and 
society through positive people practices. Kevin is also a board member 
of Tulsa CASA, a nonprofit group organized to speak for the best 
interest of abused and neglected children in court. Contact Kennemer 
at kevin@thepeoplegroupllc.com   ❑

Seven Leadership Principles for Creating a Great Workplace, continued from previous page
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SPECIAL SECTION RISK MANAGEMENT

Sharing  
the Risk:

“ Our society could hardly function without insurance.  
There would be so much uncertainty, so much exposure to 
sudden, unexpected and possibly catastrophic loss that it 
would be difficult for anyone to plan with confidence about the 
future. Most importantly, it would be difficult to obtain credit 
or financing since few lenders or investors would be willing to 
risk funds without a guarantee of safety for their investments.”

What Insurance Is.

How Insurance Benefits Society.
 

 

 

Insurance Policy.

Property Insurance.

Casualty Insurance.
 

Liability Insurance.

Business and Commercial Lines.

Personal Lines. 

Umbrella Policies.

amounts, many business owners take out extra liability 

Deductibles.

Suretyship.

Surety:

Insurance: What’s Available, What It Does  
and Why You Need It

continued on next page   
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3

 

1

Extra Expense Coverage.

normal operating expenses, to avoid having to shut down 

 

2

Contingent Business Interruption Coverage.  

Services Interruption/Off-Premises Power Coverage.  

, 

Interruption by Civil or 
Military Authority Coverage. 

Ingress/Egress Coverage.  

 

Rain/Weather Coverage.

❑

Sources: 1,2 Insurance Information Institute (www.iii.org) 
3 Business Insurance: A 12-Point Checklist, Lisa Chadderdon, Inc.com

Insurance: What’s Available, What It Does and Why You Need It, continued from previous page

Fidelity:

 

Financial Guarantees:

 
what you want and ask the terms they might be able to provide 

  
  ❑

Sources:
Sharing the Risk, Revised, 
Dictionary of Insurance, 

Business Interruption Coverage Essential for Many

Business interruption 
insurance compensates 
you for lost income if 
your company can’t 
operate due to disaster-
related damage covered 
under your property 
insurance policy.
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Know Your Property-Casualty Insurance Policy
in that they gain and lose value based on how well you know 

 

1. Declarations Page:

2. Insuring Agreement:

3. Conditions of the Policy:

4. Exclusions:

Concealment, Fraud:

Perils Not Covered:

Waiver Provisions:
 
 

Cancellation:

Mortgage Interest and Obligations:

Pro Rata Contribution:

Requirements in Case of a Loss:

Appraisal:

Insurer Options:

Subrogation:

❑

Hidden Risk in 
Indemnities: Read 
Before You Sign!

sure you want to take on that liability? Should the landlord be 

❑
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Liability Is Your Biggest Exposure: Are You Covered?
 

Public Liability. 

business premises

Professional Liability.

 

Commercial General Liability (CGL) Policy. Although 

 

 

already on the market

intended to do

❑

Why Business Owners 
Should Use a Commercial 

Insurance Specialist
 

To handle unique, multidimensional risk management needs, 

The Business Owner urges you to find a trusted 

❑
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SPECIAL SECTION RISK MANAGEMENT

Commercial Multiline Policies: 
Easy, Economical, but  

Not Necessarily Sufficient
 

Business Owner’s Packaged Policy. 

Personal injury liability

Host liquor liability

Fire legal liability

Commercial Package Policy (CPP).

  ❑

Did you know you are reading an award-winning publication?
The Association of Marketing + Communication Professionals recognized The Business 
Owner Journal with two Hermes Creative Awards: the Platinum Award for our 
e-newsletter, and Gold for our hard-copy version. See more at www.hermesawards.com.

The Business Owner also took home two Apex Awards of Excellence, for newsletter 
(writing) and for newsletter (Web and electronic) from the 20th annual awards for 
Publication Excellence Competition, sponsored by Writing that Works, a division of 
Communications Concepts Inc. See more at www.apexawards.com/A2008_Win.List.pdf
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F INANCE

Ask the Editor:  
Auto Lease Assumptions

Dear Editor:

 

Editor’s Reply:

1. No Equity Buildup.

2. Expensive: 

3. Low-Cost Option Not Available  
 

Good deals to be had?

be that the original lessee will have paid the tax and title and, in 

l get the automobile 

50

40
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20

0
1 2 3 4 5 6 7 8 9 10

Years from Purchase
V
al

ue

10

Value Decline of an Auto, Over Time

Consider as well that the lease payment amount is the same every 

but you also pay the same monthly rate as the person who got to 

Deductibility of Vehicle Leases: Auto lease payments, as well 

to the extent the vehicle is used for business purposes

Jeffrey Burns, CPA, provided his expertise for the tax-related parts of 
this article.  ❑

“ Each of us is responsible for the kind of community 
we have.”

Elizabeth Eckford  
(one of the “Little Rock Nine”)
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PROFESSIONAL DEVELOPMENT

Your Guide to Holiday Gift Giving

“Gratitude is the most exquisite form of courtesy.”

Jacques Maritain, French philosopher

Avoid the Blunder.

 

Think Before You Give.

avoid giving liquor to everyone on the holiday business list 

Gifts from Employees to Employers. 

 

 

Presentation of the Gift: The wrapping, presentation and 
 

Holiday Cards: 

 

Jana Christian provided her expertise for this article. She is 
president of The Etiquette School of Oklahoma. You can reach  
her at www.OKetiquette.com  ❑

Gifts That Never Should Be 
Given in Business

budget allows.

humorous).

negotiating a deal with.

or sexual reasons. 
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TAXES 

2008 Tax Information

ESTATES AND TRUSTS
If Taxable Income Is: The Tax Is:
Not over $ 2,200 15% of taxable income
Over $2,200 but not over $ 5,150 $330 plus 25% of the amount over $2,200
Over $5,150 but not over $7,850 $1,067.50 plus 28% of the amount over $5,150
Over $7,850 but not over $10,700 $1,823.50 plus 33% of the amount over $7,850
Over $10,700 $2,764 plus 35% of the amount over $10,700

MARRIED FILING JOINT/SURVIVING SPOUSE
If Taxable Income Is: The Tax Is:
Not over $16,050 10% of taxable income
Over $16,050 but not over $65,100  $1,605 plus 15% of the amount over $ 16,050
Over $65,100 but not over $131,450  $8,962.50 plus 25% of the amount over $65,100
Over $131,450 but not over $200,300  $25,550 plus 28% of the amount over $131,450
Over $200,300 but not over $357,700  $44,828 plus 33% of the amount over $200,300

Over $357,700 $96,770 plus 35% of the amount over $357,700
* Standard deduction $10,900 (+ $1,050 for each spouse age 65+ or blind, $2,100 for each spouse age 65+and blind.)
* Standard deduction (SD) for the dependents is the greater of $900 or earned income plus $300 (not to exceed the SD 

for dependent’s filing status).

HEAD OF HOUSEHOLD
If Taxable Income Is: The Tax Is:
Not over $11,450 10% of taxable income
Over $11,450 but not over $43,650 $1,145 plus 15% of the amount over $11,450
Over $43,650 but not over $ 112,650 $5,975 plus 25% of the amount over $43,650
Over $112,650 but not over $182,400 $23,225 plus 28% of the amount over $112,650
Over $182,400 but not over $357,700 $42,755 plus 33% of the amount over $182,400

Over $357,700 $100,604 plus 35% of the amount over $357,700
* Standard deduction $8,000 (+$1,350 for each spouse age 65+ or blind, $2,700 for each spouse age 65+ and blind.)
* Standard deduction (SD) for the dependents is the greater of $850 or earned income plus $300 (not to exceed the SD 

for dependent’s filing status).

MARRIED FILING SEPARATE RETURNS
If Taxable Income Is: The Tax Is:
Not over $8,025 10% of taxable income
Over $8,025 but not over $32,550 $802.50 plus 15% of the amount over $8,025
Over $32,550 but not over $65,725 $4,481.25 plus 25% of the amount over $32,550
Over $65,725 but not over $100,150 $12,775 plus 28% of the amount over $65,725
Over $100,150 but not over $178,850 $22,414 plus 33% of the amount over $100,150

Over $178,850 $48,385 plus 35% of the amount over $178,850

* Standard deduction $ 5,450 (+ $1,050 for each spouse age 65+ or blind, $2,100 for each spouse age 65+and blind.)
* Standard deduction (SD) for the dependents is the greater of $850 or earned income plus $300 (not to exceed the SD 

for dependent’s filing status).

CORPORATE TAX RATES
If Taxable Income Is: The Tax Is:
$0 to $50,000 15%
Over $50,000 but not over $75,000 $7,500 plus 25% of excess over $50,000
Over 75,000 but not over $100,000 $13,750 plus 34% of amount over $75,000
Over $100,000 but not over $335,000 $22,250 plus 39% of the amount over $100,0000
Over $335,000 but not over $10,000,000 $113,900 plus 34% of the amount over $335,000
Over $10,000,000 but not over $15,000,000 $3,400,000 plus 35% of excess over $10,000,000
Over 15,000,000 but not over $18,333,333 $5,150,000 plus 38% of amount over $15,000,000
Over $18,333,333 $6,416,666.54 plus 35% of the amount over $18,333,333

SINGLE
If Taxable Income Is: The Tax Is:
Not over $8,025 10% of taxable income
Over $8,025 but not over $32,550 $802.50 plus 15% of the amount over $8,025
Over $32,550 but not over $78,850 $4,481.25 plus 25% of the amount over $32,550
Over $78,850 but not over $164,550 $16,056.25 plus 28% of the amount over $78,850
Over $164,550 but not over $357,700 $40,052.25 plus 33% of the amount over $165,550

Over $357,700 $103,791.75 plus 35% of the amount over $357,700
* Standard deduction $ 5,450 (+$1,350 for each spouse age 65+ or blind, $2,700 for each spouse age 65+ and blind.)
* Standard deduction (SD) for the dependents is the greater of $850 or earned income plus $300 (not to exceed the SD 

for dependent’s filing status).

PERSONAL EXEMPTION  $3,500 per person (none if filing as a dependent)

EXEMPTION PHASEOUT  Starts at $239,950 (MFJ), $199,950 (H of H), 
$159,950 (single), $119,975 (MFS)

MAXIMUM SALARY DEFERRALS  $15,500 for 401(k), 501(c), 457 and 403(b) 
plans. ($20,500 if over 50) 
$10,500 the Simple, $13,000 if 50 or older.

MAX. RETIREMENT PLAN  IRA (Regular and Roth*): $5,000; $6,000 if
CONTRIBUTIONS  50 or older
 Defined Contribution Plans: $46,000
 Defined Benefit Plans: $185,000

 * Roth phaseout begins @ $99K AGI for Single; 
$156K for MFJ; $0 for MFS

STANDARD MILEAGE RATES  Business: 50.5 cents (Jan 1 - June 30);  
58.5 cents (July 1 - Dec 31)

 Charity 14 cents;
 Medical/Moving 19 cents

ITEMIZED DEDUCTION PHASEOUT  Starts at AGI over $159,950 (MFJ, HOH, S) 
79,975 (MFS) (MFJ, H of H, S), $78,200 (MFS)

SOCIAL SECURITY 7.65% (6.2 % SS +1.45 % Medicare) SS 
levied on first $102,000 in wages only 
($6,324 max. SS paid by any individual).

 Household help: SS tax levied only after
 $1,600 paid.

KIDDIE TAX (Children under 18) First $900 not taxed; $900 to $1,800 at 
child’s rate; over $1,800 at parents’ rate.
(Beginning in 2008 kiddie tax applies to college 
students under the age of 24 who do not provide  
over 1/2 of their own support)

FOREIGN INCOME EXCLUSION  $87,600

SECTION 179 LIMIT 250,000 (285,000 for qualified enterprise zone 
property and qualified renewal community property) 
This is reduced by amount of sec 179 property 
from previous year exceeds $800,000.

CAPITAL GAINS RATES*  Assets held 1 year or less: taxed at ordinary 
income rates

*Non-collectables Assets held more than 1 year:
(“collectables” are taxed at 28%) 
 

CHILD TAX CREDIT $1,000 for each child under age 17.
 Phaseout begins at $75K AGI for Single;
 $110K for MFJ and $55K for MFS.

AMT RATES  26% of income up to $175,000
 ($87,500 (MFS)); 28% thereafter

AMT EXEMPTION $33,750 (S, H of H); $45,000 (MFJ);
 $22,500 (MFS). Phaseout begins at $150K;
 $112.5K and $75K, respectively.

DIVIDEND INCOME 0% for 10% and 15% income tax rate payers; 
15% for taxpayers in brackets higher than 15%

ANNUAL GIFT EXCLUSION $12,000

ESTATE TAX EXCLUSION $2,000,000
RETIREMENT PLAN WITHDRAWALS Age 70 1/2
MANDATORY
HOME SALE EXCLUSION $250,000(S), $ 500,000 (MFJ)
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