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4 Steps for Small Businesses to Prepare
for Tax Season
Preparing to le taxes can sometimes be a year-round job, even for small businesses.
It may involve di erent 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
February to just get started, then she may already be late!” A lot of ling preparation
has to be done before the tax year closes in December.
Preparing to le 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- ling
plan started today.
Establish a good accounting system
Successful ling preparation starts with implementing an ef cient 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 singlemember LLCs or sole proprietors gather information needed for Schedule C and
home-of ce expenses. Whatever works best for your business is ne, as long 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
someone on staff who is familiar with accounting terminology and principles makes
the tax preparer’s job a little easier.
Monitor all of your transactions on a regular basis
After an accounting system is set in place, businesses should start diligently
monitoring transactions for income and expenses throughout the year. A good check
and balance on this is running monthly bank reconciliations. If the accounts are
reconciled, business owners will know that all transactions have been accounted for,
or can research any missing transactions before the year is out. Any questions about
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 nancial
statements is another good way to ensure your books are accurate. That way, they
can pick up on any signi cant transactions that appear to be improperly categorized,
or that seem unusual. Receipts and supporting documentation for all transactions
should be led in an orderly manner during the year.
Review your nancial 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 pro t 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 yearend 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 ow 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 signi cant increase to the tax
liability, so not planning for them would be a mistake.
Ensure Your Business Complies with All Tax Filings
In addition to income tax planning, companies need to make sure they’re compliant
with all tax lings, speci cally payroll tax lings. Make sure all Forms 940 and 941s
have been led and W-2 statements issued. Forms 1099 and 1096 should also be
completed and sent to the IRS for any independent contractors who were paid $600
or more during the year.
When it’s time to le taxes, businesses can provide the Excel template or nancial
statements (including its balance sheet, pro t & loss and cash ow statements) to
their preparers. Other items may be requested, such as a xed asset schedule or a
schedule of owners’ contributions and withdrawals. Or the preparer may want to
take a deeper dive into some of the numbers, or obtain explanations for balances that
have changed signi cantly 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 ef ciently – ultimately resulting in reduced tax
preparation fees, and if there is money owed back from the IRS, quicker delivery of
their tax return!
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