CPA
Practice Advisor

Hello. It looks like you’re using an ad blocker that may prevent our website from

working properly. To receive the best experience possible, please make sure any blockers

are switched off and refresh the page.

If you have any questions or need help you can email us

It may involve different responsibilities, including estimating tax payments, planning
to buy or lease capital equipment, developing retirement-saving strategies, etc.

Mar. 17,2016

In early February, a friend of mine who owns her own bakery business posted on
Facebook about taking the day off to “start getting her tax documents ready for her
tax preparer”. As I read her post, I thought to myself, “If she’s waited until early
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February to just get started, then she may already be late!” Alot of filing preparation

has to be done before the tax year closes in December.

Preparing to file taxes can sometimes be a year-round job, even for small businesses.
It may involve different responsibilities, including estimating tax payments,
planning to buy or lease capital equipment, developing retirement-saving strategies,
etc. Because of this, correct timing is crucial — waiting until the last minute can be
troublesome. Based on my experience, here are some tips to help get your tax-filing

plan started today.
Establish a good accounting system

Successful filing preparation starts with implementing an efficient accounting
system. First, business owners need to choose a bookkeeping program. There’s a
variety of options — it can be something as simple as Microsoft Excel or more in-
depth software. At Milligan & Company, I use an Excel template to help single-
member LLCs or sole proprietors gather information needed for Schedule C and
home-office expenses. Whatever works best for your business is fine, aslong as you
have some form of bookkeeping technology in place. However, whether you choose
Excel or QuickBooks, the information is only as good as its input. So, businesses

should also hire an accountant, or at a minimum, a good bookkeeper. Having
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someone on staff who is familiar with accounting terminology and principles makes
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categorizing certain transactions that appear should be noted and discussed with the
tax preparer. Having your tax preparer do a quarterly review of the business financial
statements is another good way to ensure your books are accurate. That way, they
can pick up on any significant transactions that appear to be improperly categorized,
or that seem unusual. Receipts and supporting documentation for all transactions

should be filed in an orderly manner during the year.
Review your financial statements quarterly to estimate taxes to be paid

To eliminate surprises at tax preparation time, businesses should review quarterly
numbers with their preparers, which also enables them to make accurate, quarterly
estimated tax payments. By evaluating quarterly anticipated annual profit numbers,
businesses will know with greater accuracy what their federal, state and local (if
applicable) tax liabilities will be, and hopefully eliminate any late-payment penalties
that would otherwise be assessed by the IRS. Doing this kind of planning before year-
end also gives business owners time to make other business decisions before the New
Year, such as purchasing needed capital assets, paying out employee bonuses, or
contributing to an owner’s retirement plan. These are much better planning ideas

than paying it to the government in taxes!

For partnerships and S-corporations, the business’ net income or loss will flow to its
owner’s personal tax returns, so planning from a personal tax aspect needs to be
considered as well, and reviewed quarterly, at minimum. This is particularly
important in light of the additional Medicare tax, net investment income tax and
alternative minimum tax (AMT). These items can be a significant increase to the tax

liability, so not planning for them would be a mistake.

Ensure Your Business Complies with All Tax Filings
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In addition to income tax planning, companies need to make sure they’re compliant
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take a deeper dive into some of the numbers, or obtain explanations for balances that

have changed significantly compared to the prior year.

If everything discussed above has been done, businesses will be in great shape to get
their taxes done timely and efficiently — ultimately resulting in reduced tax
preparation fees, and if there is money owed back from the IRS, quicker delivery of

their tax return!

LaVon Chancy is Director of Tax Services for Milligan & Company, LLC, a full service
accounting, auditing, tax, consulting and management advisory firm, and one of the
largest minority-owned CPA firms in the U.S. With nearly 20 years of experience, she
leads the tax team and is responsible for managing and supervising the timely
preparation of federal, state and local tax returns for the firm’s corporate, not-for-
profit and individual clients. For more information about Milligan & Company, visit

www.milligancpa.com.
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