
 
 

To: Clients, Associates & Friends of Pro@ctive CPA 

From: Mark Wyssbrod, Managing Member 

Date: December 1, 2012 

RE:   Right Sizing 

 

Introduction 

Another challenging year for small business is almost behind us!  For multiple years, small business 

owners have experienced an increasing amount of trials and a consistently changing economic 

environment.  First, Main Street companies had to survive multiple years of declining revenues and then 

margin declines, which resulted in cutting overhead expenses significantly.  This is the opposite of Wall 

Street companies who had both revenue and margin expansion in the “recovery” period.  The last twelve 

months the surviving small businesses have mostly had revenue expansion.  The excitement of increasing 

sales has only recently been tempered by the continued decline in margins.  The result is small businesses 

have been working harder, paying more transaction costs, and taking on more risk for the same amount of 

profits or less.  If your small business is in technology and software development, you have most likely 

escaped these pains.   

 

I have also noticed a needed shift in small business owners’ perspectives: a shift from bemoaning matters 

which they cannot control to a belief in adapting and overcoming. Question how you want to spend your 

time and energy—complaining (negative) or focusing on solutions (positive).  

 

So how can small businesses solve their problems if they (1) cannot shrink or grow their way out or (2) 

cannot control their direct costs?  Small businesses will need to “right size” their business! 

 

Get ready for another exciting year! 

 

Mark W. 

 

Right-sizing Your Business 

 

A scale of economy is the cost advantages that an enterprise obtains due certain levels of revenues. There 

are factors which increase efficiencies at certain revenues levels or levels of production.  Determining 

your business’s "economies of scale" is critical in building productivity and efficiencies.  Right-sizing 

your business is finding the right scales of economy to be the most efficient and effective as possible.  

Right-sizing is a continuous process which includes the following aspects: 

 

 Recognition of your current business environment 

o Understanding customers, vendors and yourself 

 Financial position 

 Motivations and rationalizations 

 Planning for best, worse and middle of the road future economic activity 



 
 

o Being prepared! 

 Reviewing and updating your business plan and strategy 

o Reorganizing and restructuring 

 

Right sizing will force you to ask yourself: 

 

 Do you have the staff right? 

o You to have the right team in place today?   

o Is this the right staff for your business in the future? 

 Could you build your business with your current team? 

 Do you have the right clients? 

o Do your clients need your services or products?  

o Do your clients pay timely? 

o Are your clients polite and pleasant to work with? 

o Do they appreciate your dedication? Hard work? Attention to detail? 

o Do you need to fire a few of your “bad” clients to make room for future “good” clients? 

 Do you provide the right environment, guidance and philosophies? 

o Do you provide the right environment to motivate your employees to work their best? 

o Do you provide the right guidance for your employees to grow and add more value to 

clients? 

o What does your business stand for? 

 Will it make you and your team better? 

 Is it a reason for clients to want to do business with you instead of your 

competitor? 

 

My firm has been right-sizing for the past twelve months, and the result is we have a platform for growth 

and flexibility for whatever the future may throw our way.  If you would like our guidance assisting you 

in right-sizing your business, don’t hesitate to make the “right” call to us at (770) 664-8583. 

 

Deadline Reminders 

 

 December 31 – S-corporation owners must report health insurance and long-term care premiums 

in W-2 for favorable tax treatment  

 December 31 – Deadline to set up SEP, 401(k) and other retirement plans. You may need to fund 

the plans by this date as well  

 December 31 – Final day to set up a retirement plan for 2011 for small businesses 

 December 31 – Final day to set up certain employee benefit plans for next year (just a day away)! 

 December 31 – Write down your odometer per vehicle and have your vehicle mileage logs in 

order for your tax preparer 

 December 31 – Conduct an inventory count, if applicable 

 

 



 
 
Financial Ratio Of The Month 

 

Debt Leverage Ratio 

 

This ratio measures a company's ability to repay debt obligations from annualized operating cash flow 

(EBITDA). 

 

DLR = Total Liabilities / EBITDA 

 

Generally, the lower the ratio the better! 

 

IRS Circular 230 disclosure:  To ensure compliance with requirements imposed by the IRS, we inform 

you that any U.S. federal tax advice contained in this communication (including any attachments) is not 

intended or written to be used, and cannot be used, for the purpose of (i) avoiding penalties under the 

Internal Revenue Code or (ii) promoting, marketing or recommending to another party any transaction or 

matter addressed herein. 

 

 

 


