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Focusing on Success

Hello,
It’s good that the record-setting
heat wave has finally broken. But now
it’s the political campaigns that are
starting to really heat up.
In June the Supreme Court issued
its decision in the Obamacare case and
that is shaping up as a major issue for
November. (See page 3.)
Then there are the hundreds of
billions of dollars of income, business,
payroll, investment and estate tax increases that are scheduled for January
unless Congress and the President act.
On top of that are the trillions of
dollars in federal debt and the trillions
more in unfunded Social Security and
Medicare obligations. In Harrisburg,
the state government is running in the
red and the city has spent the last year
in and out of bankruptcy court..
But, despite what laws the politicians pass, there are still basic laws of
building a business that are beyond
their reach. Following those laws can
help you prosper no matter what happens in the rest of the world.

Dwain Smith, CPA

Success in business, as in other parts of life, is based on two
factors: making the right decisions and then carrying those decisions through to completion. Now that sounds simple enough in
theory, and would probably look good on a motivational poster
hung in the employee lunchroom, but in real life it gets much more
complicated. If it was truly that simple, we wouldn’t see the majority of businesses failing in their first few years. Even companies
that once led their industries – Montgomery Ward, Pan Am, Woolworth’s – can completely disappear. Yet others grow, thrive and
prosper. So how can one make better decisions and build a successful business?
Data and Decision Making
There are known knowns. These are things we know that we
know. There are known unknowns. That is to say, there are
things that we know we don't know. But there are also unknown
unknowns. There are things we don't know we don't know.
Donald Rumsfeld, U.S. Secretary of Defense
Decision making is only as good as the quantity and accuracy
of the data that you have at hand.
Complete and perfect data makes the job easy, but is not always possible. The key is to nail down as much solid data as you
can and use that to create enough of a cushion to weather unexpected occurrences.
So what known unknowns can affect your business? Well, we
don’t know right now what will be happening with the tax rates for
2013 and probably won’t know until after the election.
News about the debt crises in Greece, Italy, Spain and other
parts of Europe keeps changing on a daily basis, so that is something we can put into the known unknown category.
(Continued on page 2)

Focusing on Success

More time spent on paperwork means
less time spent with customers.
(Continued from page 1)

How bad is the slowdown in China?
It is hard to say since the Chinese government is known to issue unreliable
statistics.
Are your competitors planning to
open a new branch in your area or release a new product? Unless they
issue a press release or you engage
in some industrial espionage, this
area is also unknown.
Now, the thing about these
known unknowns is that they are
also things that you can’t control.
Where you can get the most information is about the items that you
directly control. This includes financial data such as your cost of goods,
whether your payroll as a percentage of sales is rising or falling, and
whether that ad you are running is pulling in more customers.
Having accurate, up-to-date business and financial information at your
fingertips, usually in the form of reports
from your financial software or monthly
statements from an accountant, improves the quality of your decisions.

Business owners should be out front ensuring
customer satisfaction, not stuck in the back office.

Following Through on Goals
Know your core competencies and
focus on being great at them. … Outside the core competencies, hire people
that fit your culture but aren't as expensive to pay. – Rule 5 of Mark
Cuban’s 12 Rules for Startups
The biggest barrier to carrying
through with the goals you set is not
incompetence or laziness, but distraction. As the business owner, you can and
should be capable of doing all the actions of the company. However, just
because you are able to do something
doesn’t mean that you should.
To be successful, there are three key
functions that demand your full attention: marketing, sales and delivery. You
need to be constantly driving new customers into your company, selling addi-

Less time spent on paperwork means
more time to work on your expansion plans.

tional products and services to existing
customers, and making sure that those
customers get the highest quality goods
and services that keep them coming back
for more. If you do those jobs well, you
have an excellent chance of prospering.
This ties in with the second part of
business success – carrying through on
your decisions. It is easy to get caught up
in all the demands of others – the constant barrage of phone calls and emails,
the ever-changing paperwork demands
of local, state and federal agencies. Yes,
those things must be dealt with, but they
are not your bread and butter, and they
can easily distract you from your marketing, sales and delivery functions.
If you love dealing with laws and
regulations, become an attorney. If you
love cleaning offices, start a janitorial
service. If you love fixing computers,

become a technician. If you love doing
bookkeeping, become a bookkeeper. If
not, you are far better off hiring someone to do these for you.
How We Can Help
As accountants, we offer a full
range of services to help you with both
the decision-making and distractionavoiding aspects of building a successful
business. And we backup those services
with decades of experience in providing
business owners with just the assistance
they need at that point in time.
For many clients, we operate as
their financial department, taking full
responsability for payroll, accounts payables and receivables, banking, taxes and
government filings. This means that:
 You don’t have to hire and train
your own accounting personnel.
 You don’t have to pay a full
time employee, when you only
need part time services.
 The work is being done by
experienced staff under the direction of a CPA and in accordance with standard accounting
procedures.
 You don’t have to keep up
with all the changes to tax laws.
We make sure everything is filed
correctly and on time.
 You never have to worry about staff
quitting, getting sick or going on
vacation, we always have someone
here in the office to assist or answer
your questions.
Outsourcing your accounting to us,
completely or in part, is typically cheaper
than doing it in house. But more important
than saving the money on accounting services, is how it helps you to grow your
business and increase your income.
Having complete and accurate accounting information enables you to make
better decisions. And you can also draw
on the expertise we’ve gained from helping other businesses avoid costly mistakes.
Call today to discover exactly how
we can free up your time and attention to
focus on what matters most: the marketing, sales and delivery that will give you
an expanding and prosperous business.

What’s Next for Obamacare?
On June 28, the Supreme Court
ruled on two keys aspects of the
Patient Protection and Affordable Care
Act (Obamacare). The Court did strike
down a provision designed to coerce
the states to increase the number of
people eligible for Medicaid. On the
other hand, the Court ruled that the
individual mandate did not violate the
Constitution.
Penalty, Tax or Mandate?
The main issue in contention was
whether or not the federal government
had the power to force individuals to
buy a product or service that they
didn’t want. According to the opinion
written by Chief Justice John
Roberts, the government lacked
such authority: “[T]he Federal
Government does not have the
power to order people to buy
health insurance. Section 5000A
would therefore be unconstitutional if read as a command.”
The individual mandate was
also not a penalty, since the
thousands of dollars in extra
taxes were still less than the cost
of an insurance policy that met the
Obamacare standards: “[F]or most
Americans the amount due will be far
less than the price of insurance, and,
by statute, it can never be more. It
may often be a reasonable financial
decision to make the payment rather
than purchase insurance .”
But then the Chief Justice
looked at the bill a different way.
Although Congress called it a
mandate not a tax (there are about
twenty other taxes that are called
taxes in that bill) and President
Obama still denies that it is a tax, the
Court ruled that Congress can enact
the mandate under its taxation
powers: “Under that theory, the
mandate is not a legal command to
buy insurance. Rather, it makes

going without insurance just another
thing the Government taxes, like
buying gasoline or earning income.
And if the mandate is in effect just a
tax hike on certain taxpayers who do
not have health insurance, it may be
within Congress’s constitutional
power to tax.”
Looking Ahead
As it stands, the federal
government is proceeding with writing the regulations (more than 13,000
pages so far, with many more on the
way) and hiring the thousands of
additional IRS agents to collect the
“shared responsibility payment” (the

tax or penalty) from those who do not
purchase a health plan that meets
those regulations. There are still,
however, at least three types of
actions that can stop Obamacare from
being implemented in its current form.
To begin with, this decision was
only one decision covering three cases.
There are dozens of other lawsuits filed
challenging other aspects of the law,
such as those filed over the
requirement that Catholic institutions
pay for contraceptives. As Yale Law
School professor Abbe Gluck told The
Washington Post, “This is a 2,000page bill that was put together in
extraordinarily messy circumstances.”
Secondly, the bill may be
financially unworkable. Since states
can opt out of the Medicaid

expansion, that will make more
people eligible for the far more
expensive subsidies in the Obamacare
Health Insurance Exchanges. The law
also depended on nearly everyone
complying with “a legal command
to buy insurance,” but now, many
will make the “reasonable
financial decision” not to.
But the biggest challenge to the
law will take place in the voting
booths on November 6. By survey,
Obamacare still lacks majority
support among the electorate and
many candidates, including some
Democrats, have stated that they
will work to repeal the bill.
But, no matter what happens
with the election, remember that it is
more important to grow your own
business and increase your profits.
Make sure you have plenty of
money to live the life you want, no
matter what the courts or voters or
politicians decide.

What Our Clients Are Saying
Since 1948, someone in my family has been
helping keep Hanover area residents on the road.
My father was in the tire business and I started
with L.J. Allen Tire in 1979. In 1984 I purchased
the Hanover location and have run it ever since.
We sell tires for light trucks and passenger
vehicles, distribute lubricants and batteries, and
have a full service garage. We go out of our way to
provide excellent service, relying on satisfied
customers and word of mouth to grow the business.
I started working with Smith & Company in
1976, back when I was part-owner of another tire
company. They do our payroll, all our financial
statements, and our business and personal taxes.

Each month when I sit down with Dwain to
review the monthly statements, we will throw ideas
out at each other to see how we can make things
better. And, whenever I am thinking of doing something, I will always run it by him first to see if it
makes sense. This is particularly valuable now
given the tough economic conditions with rising
costs and narrowing profit margins.
Dwain is an excellent accountant, a trusted
financial advisor and a friend; a combination that
you don’t often see in business relationship.

Jim Zimmerman

OOPS —THERE’S A TYPO
We have hidden a typo in our newsletter. Be the first to find it and email us at
teresa@smithandcompanycpas.com

You can WIN $20.
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