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Six Steps to a Worry-Free Year-End Closing

Though it is already De-
cember, there is still time
to straighten out the wrin-
kles in your accounting
system. It is common for
small businesses to skip
the headache-saving steps
of organizing the records
of the business, and con-
tacting an accountant be-
fore the deadline is upon
them in earnest. Not only
will planning ahead help
you to sleep easy, but it
can also save you time and
money. The more efficient
you are with your account-
ing data, the less time you
have to pay a professional
to sort through it all. So,
take to heart these easy
six steps, and prepare now
for a FANTASTIC 2010!!

The end of the year is here
already! Take steps now to
start 2010 out right!
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The Six Steps:

e Reconcile the books

Assess profitability

o Maximize section 179

o Maximize retirement

o Make estimated tax payments
o Develop budget

o Boxup records
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Step 1: Reconcile your accounts!

One of the first mistakes
made by many business peo-
ple is to ignore the need to
reconcile all of their accounts.
Reconciliations to third-party
statements should be made
for every account for which
such a statement is available.
Reconcile all of these:

1) Bank accounts
2) Loan accounts
3) Credit card accounts.

Reconcile all of these to an
actual physical count at year-
end:

4) Petty cash accounts
5) Inventory.

Reconcile other balances to
the detail supporting them;
i.e. Accounts Receivable and
Accounts Payable. Reconcile
Sales Tax Payable and Payroll

Tax Liabilities to the detail
reports supporting them. For
more ideas about a full diag-
nostic of your Balance Sheet
at year-end, check out the
“Checklist” page on my web-
site: www.sweetencpa.com

View page 2 for a sample
Balance Sheet with the pri-
mary reconciliation needs
noted by each.

January deadlines
approach!

Payroll Tax Deposits Jan 15
(Monthly filers)
Texas Sales Tax Return | Jan 20
(monthly, quarterly, or
annual filers)
Estimated Taxes (self- Jan 15
employed taxpayers)
Quarterly Payroll Filings: | Jan 31
Form 941, Form C-3,
Texas Workforce Comm.
Annual Payroll Filings: Jan 31
Form 940, Forms W-2,
W-3
Forms 1099 to inde- Jan 31

pendent contractors




Sample Construction Company, Inc.

Balance Sheet
As of December 15, 2009

ASSETS
Current Assets

Checking/Savings
Company Checking Account
Company Savings Account
Payroll Checking Account
Petty Cash Account

Total CheckingiSavings

Accounts Receivable
Accounts Receivable

Total Accounts Receivable

Other Current Assets
Security Deposit
Total Other Current Assets

Total Current Assets

Fixed Assets
Automobiles & Trucks
Computer & Office Equipment
Machinery & Equipment
Accumulated Depreciation
Total Fixed Assets

TOTAL ASSETS

LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable
Accounts Payable

Total Accounts Payable

Credit Cards
Credit Card Accounts
Total Credit Cards

Other Current Liabilities
Payroll Liabilities
Customer Deposits
Worker's Comp Payable

Total Other Current Liabilities

Total Current Liabilities
Long Term Liabilities
Truck Loan
Total Long Term Liabilities
Total Liabilities
Equity
Retained Earnings
Net Income

Total Equity

TOTAL LIABILITIES & EQUITY

Dec 15,09

11881269
167,550.00
309.06
16322
286,934.97

13,500.00
13,500.00

1,200.00
1,200.00

301,634.97

32,952.00
19,862.00
25,643.00
-6,500.00
71,957.00

373,591.97

24,301.61

24,301.61

-131.02
-131.02

184233
27,500.00
47749
29,819.82

53,99041

13,985.00
13,985.00

67,97541

19413187
111,484 69
30561656

373,691.97

CPA:

Reconcile the bank
accounts to year-end
statements.

CPA:

Count petty cash and
adjust books to actual
count.

CPA:

Reconcile to the year-end
statemetns from credit
card companies.

NOTE:

INegative balance in cc
indicates charges are
missing.

CPA:
Reconcile to statements
from the bank.
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Step 2: Assess your profitability/ taxability

Use the Profit and Loss statement to help

determine how much taxable income you

penses removed from the P&L?

rated from travel expenses?

- - ¢ Have owner-paid ex- ¢ Have charitable
m|_ght have at _tax t_|me. There are a few penses been entered A contributions been
things to consider in ord_er to ma_ke sure in the books? stated separately?
that the results on your internal financial o
statement are an apples-to-apples com- ¢ Has depreciation/ am-
parison with the tax form that you'll have ortization been calcu- Tax rate tables are
to file. Ask these questions of your Profit lated on tax basis? included below for
and Loss to help you arrive at taxable ¢ Has officer payroll your referen(_:e, anq a
income and prepare the books for taxes: been stated sepa- sample financial

. ) rately? statement with basic
4 Is the report the right basis for tax | 4 .| categories is  shown
purposes? . Hgve meals and enter- 1) on the following
. tainment been sepa-
4 Are personal/ non-business ex- page.
Individuals
2009 Tax Rate Schedules
Caution. Do not use these Tax Rate Schedules to figure your 2008 taxes. Use only to figure your 2009 estimated taxes.
Schedule X—Use if your 2009 filing status is Single Schedule Z—Use if your 2009 filing status is
Head of household
If line 5 is: The tax is: of the If line 5 is: The tax is: of the
But not amount But not amount
Over— over— over— Over— over— over—
$0 $B3B0 eieeeee 10% $0 $0 $14,950 0 e 10% $0
8,350 33,950 $835.00 + 15% 8,350 11,950 45,500 $1,195.00 + 15% 11,950
33,950 82,250 4,675.00 + 25% 33,950 45,500 117,450 6,227.50 + 25% 45,500
82,250 171,550 16,750.00 + 28% 82,250 117,450 190,200 24,215.00 + 28% 117,450
171,550 372,950 41,754.00 + 33% 171,550 190,200 372,950 44,585.00 + 33% 190,200
372,950 ... 108,216.00 + 35% 372,950 372,950  ___________. 104,892.50 + 35% 372,950
Schedule Y-1—Use if your 2009 filing status is Schedule Y-2—Use if your 2009 filing status is
Married filing jointly or Qualifying widow(er) Married filing separately
If line 5 is: The tax is: of the If line 5 is: The tax is: of the
But not amount But not amount
Over— over— over— Over— over— over—
$0 BIBT00 msecsuessss 10% $0 $0 $81850 0 cemeeeenoce 10% $0
16,700 67,900 $1,670.00 + 15% 16,700 8,350 33,950 $835.00 + 15% 8,350
67,900 137,050 9,350.00 + 25% 67,900 33,950 68,525 4,675.00 + 25% 33,950
137,050 208,850 26,637.50 + 28% 137,050 68,525 104,425 13,318.75 + 28% 68,525
208,850 372,950 46,741.50 + 33% 208,850 104,425 186,475 23,370.75 + 33% 104,425
BrZO50 s 100,894.50 + 35% 372,950 186,475  ___________. 50,447.25 + 35% 186,475
Corporations

Taxable Income

< $50,000

$50,000 - $75,000
$75,000 - $100,000
$100,000 - $335,000

$335,000 - $10,000,000
$10,000,000 - $15,000,000
$15,000,000 - $18,333,333

Over $18,333,333

Tax

15% of the taxable income

$7,500 + 25% of taxable income over $30,000
$13,750 + 34% of taxable income over $30,000
$22,250 + 39% of taxable income over $30,000
$113,900 + 34% of taxable income over $30,000
$3,400,000 + 35% of taxable income over $30,000
$5,150,000 + 38% of taxable income over $30,000

35% of the taxable income
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Sample Construction Company, Inc.

Profit & Loss
January through December 2009

Jan - Dec 09
Ordinary Income/Expense
Income
Construction Income 820,705.00
Total Income 820,705.00
Cost of Goods Sold
Job Related Costs 318,282.21
Job Labor Costs 158,015.78
Total COGS 476,297.99
Gross Profit 344,407.01
Expense
Advertising 9,950.00
Bank Service Charges 154.00
Car/Truck Expense 10,589.89
Computer Supplies/Equipment 2,350.00
Contributions 1,200.00
Dues and Subscriptions 2,500.00
Insurance 3,147.20
Interest Expense 3,160.00
Office Supplies 9,921.81
Payroll Expenses (office) 133,000.00
Professional Fees 7,452.00
Postage and Delivery 1,620.00
Rent 15,360.00
Telephone 12,756.30
Taxes 2,043.00
Training and Conferences 9,900.00
Meals and Entertainment 3,035.65
Tools & Machinery (under $500) 7,074.31
Utilities 1,850.00
Total Expense 237,064.16
Net Ordinary Income 107,342.85

Net Income 107,342.85

Page 4 Newsletter



Step 3:Maximize your Section 179 Deduction

Usually, purchases of business assets
must be depreciated over time. But sec-
tion 179 is an exception to that rule, and
allows the taxpayer to deduct the
entire cost of the asset in the year of
purchase when all applicable
qualifications are met.

For 2009, the maximum section
179 deduction you can elect for
property you placed in service in
2009 is $250,000 for qualified ~ \
section 179 property. This limit is
reduced by the amount by which the cost

of section 179 property placed in service
in the tax year exceeds $800,000.

Qualified section 179 property includes
tangible personal property, like machinery
and equipment, purchased for busi-
ness use. There are exclusions,
\\ like land and land improve-

ments. For a complete list of
\ the qualifications of prop-
erty for this deduction,
see IRS Publication 946,
How to Depreciate Prop-

N

erty.

Important to note, most passenger auto-
mobiles are considered “listed property”
and are subject to additional limitations.
The first year limitation on the combined
depreciation/ section 179 deduction on
passenger autos is $2,960. The maxi-
mum deduction you can take for a truck
or van you use in your business and first
placed in service 2009 is $3,060.

Be sure to provide adequate details about
your vehicles and other fixed asset pur-
chases to your tax advisor at tax time.

Step 4: Maximize your retirement deduction

The number one way to defer income
taxes is to put money away in an ap-
proved retirement vehicle. Look at the
attached chart, taken from IRS Publica-
tion 560, Retirement Plans for Small Busi-
ness. Clearly there are greater opportuni-
ties for setting retirement money aside for
the self-employed or small business
owner.

Other than the plans listed on the chart,
an Individual Retirement Account can be

Key Retirement Plan Rules for 2009

used to defer taxes on contributions up to
$5,000/yr, unless the taxpayer is over
50, when the
maximum con-
tribution
changes to

$6,000.

There is, how-
ever, an en-

tirely opposite tax strategy, which advo-
cates paying taxes now, on ROTH contri-
butions, and allowing the money to earn
and grow tax-free. ROTH IRA contribu-
tions are limited to $5,000/yr, or, when
the taxpayer is over 50 years old,
$6,000/yr. Contributions to ROTHs be-
come limited as the taxpayer’s adjusted
gross income exceeds $105,000 for a
single taxpayer, and $166,000 for mar-
ried filing jointly taxpayers.

Type Last Date for Contribution Maximum Contribution Maximum Deduction When To Set Up Plan

of

Plan

SEP Due date of employer's return (including exten- |Smaller of $49,000 or 25%? of partici- 25%?* of all participants' com- |Any time up to the due
sions). pant's compensation.2 pensation.2 date of employer's return

(including extensions).

SIMPLE |Salary reduction contributions: 30 days after |Employee contribution: Salary reduction |Same as maximum contribu- |Any time between 1/1 and

IRA the end of the month for which the contribu-  [contribution, up to $11,500. tion. 10/1 of the calendar year.

and tions are to be made.4

SIMPLE Employer contribution: For a new employer com-

401(k) Matching or nonelective contributions: Due Either dollar-for-dollar matching contribu- ing into existence after

sions).

date of employer's return (including exten-

tions, up to 3% of employee's compensa-
tion,3or fixed nonelective contributions of
2% of compensation.2

10/1, as soon as adminis-
tratively feasible.

Qualified |Money Purchase or Profit-Sharing: Due date of |[Money Purchase: Smaller of $49,000 or

Profit-Sharing: 25%? of all

Money Purchase: 25%! of all |By the end of the tax year.
participants' compensation.2

Plan: employer's return (including extensions). 100%?* of participant's compensation.2
Defined

Contribu- Profit-Sharing: Smaller of $49,000 or
tion Plan 100%! of participant's compensation.2

participants' compensation.2

Qualified |Contributions must be paid in quarterly install- [Amount needed to provide an annual
Plan: ments depending on the plan year, due 15 benefit no larger than the smaller of

Defined |days after the end of each quarter. See Mini- [$195,000 or 100% of the participant's
Benefit |mum Funding Requirementn chapter 4. average compensation for his or her
Plan highest 3 consecutive calendar years.

Based on actuarial assump-
tions and computations.

By the end of the tax year.

1Net earnings from self-employment must take the contribution into account. Research Deduction Limit for SeHEmployed Individuals

2Compensation is generally limited to $245,000 in 2009.
3Under a SIMPLE 401(k) plan, compensation is generally limited to $245,000 in 2009.

4Certain plans subject to Department of Labor rules may have an earlier due date for salary reduction contributions.

Newsletter

Page 5




Step 5: Make an estimated paymentd NOW not LATER

Don’t put off the inevitable. If you have the income from your business
made a good estimate of your tax liability, will be reported, and paid on
submit an estimated tax payment on the your personal tax return.
appropriate form. If you are a sole pro- Therefore, estimated tax pay-
prietor, partner, or S-corp shareholder, ments for these kinds of busi-

£ 1040-ES ”

(e}

£ o | 2009 Estimated Tax

nesses should be submitted on
Form 1040 ES. See the form
below.

Payment
Voucher OMB No. 1545-0074

File only if you are making a payment of estimated tax by check or money order. Mail this
voucher with your check or money order payable to the “United States Treasury.” Write your
social security number and “2009 Form 1040-ES” on your check or money order. Do not send
cash. Enclose, but do not staple or attach, your payment with this voucher.

Calendar year—Due Jan. 15, 2010

Amount of estimated tax you are paying

by check or Dollars Cents
money order.

Your first name and initial Your last name

Your social security number

If joint payment, complete for spouse

Spouse’s first name and initial Spouse’s last name

Spouse’s social security number

Address (number, street, and apt. no.)

Print or type

City, state, and ZIP code. (If a foreign address, enter city, province or state, postal code, and country.)

For Privacy Act and Paperwork Reduction Act Notice, see instructions above.

-5-

Step 6: Develop a budget for next year

Planning for the future is one of the best tween the years represented, calcu- of a new market, to project what the
ways to make your dreams of success lating the percentage of the change revenues will be in the upcoming
come true. Why don’t more people de- between the years. year. Then, use the
velop a budget? You don’t have to be one 5) Evaluate the changes be- relationships of ex-
of those who never find the time to take tween years on related line pense items to income
pencil and paper and draft a plan for next items to see if the relation- to project the dollar
year. Follow these easy steps and you’ll ships changed in a way you /ﬁ amounts of expenses,
have the draft of a workable plan: would expect based on altering relationships
1) Take as many years of Profit and knowledge of the company’s where seems appropri-
Loss history as you have, or that situations. If not, why not? ate.
make sense in your case. Asking the right questions

and finding the answers are
the two most important
steps in the review/ budget
development process.

6) Lastly, use expectations for the fu-
ture, like introduction of a new prod-
uct, increased advertising, opening

2) Perform a vertical analysis in each
year, calculating the % of income for
each line in the Profit and Loss.

3) Evaluate differences in the percent-
ages between years.

4) Perform a horizontal analysis be-

See the sample finan-
cial statements on the
following page for an

example of both the vertical and horizon-
tal analyses.

Page 6
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Sample Construction Company, Inc.

Profit & Loss
January 2007 through December 2009

Ordinary Income/E xpense

Income

Construction Income

Total Income

Cost of Goods Sold

Job Related Costs
Job Labor Costs

Total COGS

Gross Profit

Expense

Advertising

Bad Deht

Bank Service Charges
Business License & Fees
Car/Truck Expense
Cleaning/Janitorial

C < lioc/F.

Contributions

Dues and Subscriptions
Insurance

Interest Expense

Office Supplies

Payroll Expenses (office)
Professional Fees
Postage and Delivery
Rent

Telephone

Taxes

Training and Conferences
Meals and Entertainment
Tools & Machinery (under $500)
Utilities

Total Expense

Net Ordinary Income

Percent of
income

Analysis

Jan - Dec 07 % of Income Jan - Dec 08 % of Income Jan - Dec 09 % of Income
471,450.00 100.0% 755 522.50 100.0% §20,705.00 100.0%
471,450.00 100.0% 755 522,50 100.0% 820,705.00 100.0%
149,799.00 3NT77% 419617.96 55.54% 31828221 38.78%
151,983.08 32.24% 149 B58.56 19.81% 158,015.78 19.25%
301,782.08 64.01% 569 ,276.52 75.35% 476,297.99 58.04%
169 BB7.92 35.99% 186 ,245.93 24.65% 344 407.01 41.97%

341000 0.72% 7.900.00 1.05% 9.950.00 1.21%
0.00 0.0% 2,500.00 0.33% 0.00 0.0%
144.50 0.03% 260.00 0.03% 154.00 0.02%
105.00 0.02% 160.00 0.02% 0.00 0.0%
4743.34 1.01% 5,182.08 0.82% 10,589.89 1.29%
0.00 0.0% 204.94 0.03% 0.00 0.0%
700.21 0.15% 1,662.02 0.22% 2,.350.00 0.29%
15.00 0.0% 850.00 0.11% 1,200.00 0.15%
1,032.00 0.22% 233200 0.31% 2,500.00 0.31%
1,321.86 0.28% 1645.65 0.22% 3,147.20 0.38%
1,669.00 0.35% 3685.00 0.49% 3,160.00 0.39%
11.935.05 2.53% 11,174.00 1.48% 9921.81 1.21%
58,667.50 12.45% 57,000.00 7.54% 133,000.00 16.21%
2,741.00 0.58% 6,227.00 0.82% 7 452,00 0.91%
630.00 0.13% 390.00 0.05% 1,620.00 0.2%
2240.00 0.48% 14,400.00 1.91% 15,360.00 1.87%
4276.15 0.91% 5,492.86 0.86% 12,756.30 1.55%
27.00 0.01% 1,236.00 0.16% 2,043.00 0.25%
880.00 0.19% 7,200.00 0.95% 9.900.00 1.21%
650.12 0.14% 2,039.52 0.27% 3,035.65 0.37%
3,118.88 0.66% 2,750.35 0.36% 7,074.31 0.86%
237 50 0.05% 1,284.50 0.17% 1,850.00 0.23%

98 ,564.11 20.91% 137 575.92 18.21% 237 064.16 28.89%
71,103.81 15.08% 48 670.06 6.44% 107 342.85 13.08%
71,103.81 15.08% 48,670.06 6.44% 107,342.85 13.08%
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Sample Construction Company, Inc.

Profit & Loss
January 2007 through December 2009

Ordinary Income/Expense

Income

Construction Income

Total Income

Cost of Goods Sold

Joh Related Costs
Job Labor Costs

Total COGS

Gross Profit

Expense

Advertising

Bad Debt

Bank Service Charges
Business License & Fees
Car/Truck Expense
Cleaning/Janitorial

C Supplies/E

Year-to-year
comparison

Contributions

Dues and Subscriptions
Insurance

Interest Expense

Office Supplies

Payroll Expenses (office)
Professional Fees
Postage and Delivery
Rent

Telephone

Taxes

Training and Conferences
Meals and Entertainment

Tools & Machinery (under $500)

Utilities

Total Expense

Net Ordinary Income

Jan - Dec 07 Jan - Dec 08 Jan - Dec 09 Change 07-08 Change 08 09
471.,450.00 755522.50 §20,705.00 B0.26% 8.63%
471,450.00 75652250 §20,705.00 B0.26% 8.63%
149,799.00 419617.96 318,282.21 180.12% -24.15%
151,983.08 149 B58.56 158,015.78 -1.53% 5.58%
301,782.08 569,276.52 476,297.99 88.64% -16.33%
169 667.92 186,245.98 344 407.01 977% 84.92%

341000 7.800.00 9.950.00 131.67% 2595%
0.00 2,500.00 0.00 100.0% -100.0%
144.50 260.00 154.00 79.93% -40.77 %
105.00 160.00 0.00 52.38% -1000%
474334 6,182.08 10,589.89 30.33% 71.3%
0.00 204.94 0.00 100.0% -100.0%
700.21 1,662.02 2,350.00 137.36% 41.39%
15.00 850.00 1,200.00 5566.67 % 41.18%
1,032.00 2,.332.00 2,500.00 125.97% 7.2%
1.321.86 164565 3,147.20 245% 91.24%
1,669.00 3,685.00 3,160.00 120.79% -14.25%
11935.05 11,174.00 9921.81 -6.38% 11.21%
58687.50 57,000.00 133,000.00 -2.88% 133.33%
2741.00 6,227.00 7.452.00 127 .18% 1967 %
630.00 390.00 1,620.00 -38.1% 315.39%
2,240.00 14,400.00 15,360.00 542.86% 6.67%
4276.15 6,492.86 12,756.30 51.84% 96.47 %
27.00 1,236.00 2,043.00 4 477.78% 65.29%
880.00 7,200.00 9.900.00 718.18% 375%
650.12 2,039.52 303565 213.71% 48.84%
3,118.88 275035 707431 -11.82% 157.22%
237.50 1,284.50 1,850.00 440.84% 44.03%
98,564.11 137 575.92 237064.16 3958% 72.32%
71,103.81 48 ,670.06 107 342.85 -31.55% 120.55%
71,103.81 48,670.06 107,342.85 -31.55% 120.55%
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Wedre on

www.sweetencpa.com

Michele A. Sweeten, CPA

11005 Mint Julep Drive
Austin, TX 78748

Phone: 512-300-0282
Fax: 512-597-3534
Email: michele@sweetencpa.com

“YOU KNOW YOU W
THAT YOU CAN'T WRITE-OFF,
A CAR INTHE ARST YEAK|

WWW, SOt Com

ERE SAYING

Step 7: Box up and | abel

How long should | keep records?

The length of time you should keep a document depends on the action,

expense, or event the document records. Generally, you must keep your

records that support an item of income or deductions on a tax return until

the period of limitations for the return runs out.

The period of limitations is the period of time in which you can amend

your tax return to claim a credit or refund, or that the IRS can assess addi-

tional tax. The below information contains the periods of limitations that

apply to income tax returns. Unless otherwise stated, the years refer to

the period after the return was filed. Returns filed before the due date

are treated as filed on the due date.

NOTE: Keep copies of your filed tax returns. They helping preparing future

tax returns and making computations if you file and amended return.

1. You owe additional tax and situations (2), (3), and (4), below, do not
apply to you; keep records for 3 years.

2. You do not report income that you should report, and it is more than

25% of the gross income shown on your return; keep records for 6

years.

You file a fraudulent return, keep records indefinitely.

You do no file a return; keep records indefinitely.

You file a claim for credit or refund after you file your return; keep

records for 3 years from the date you filed your original return or 2

years for the date you paid the tax, whichever is later.

6. You file a claim for a loss from worthless securities or ad debt deduc-
tions; keep records for 7 years

orw

Keep all employment tax records for at least 4 years after the date that
the tax becomes due or is paid, whichever is later.

a l

of
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