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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 Six Steps: 

 Reconcile the books 

 Assess profitability 

 Maximize section 179 

 Maximize retirement 

 Make estimated tax payments 

 Develop budget 

 Box up records 

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.   

The end of the year is here 
already!  Take steps now to 

start 2010 out right! 

Six Steps to a Worry-Free Year-End Closing 

Payroll Tax Deposits  

(Monthly filers) 

Jan 15 

Texas Sales Tax Return 

(monthly, quarterly, or 

annual filers) 

Jan 20 

Estimated Taxes (self-

employed taxpayers) 

Jan 15 

Quarterly Payroll Filings: 

Form 941, Form C-3, 

Texas Workforce Comm. 

Jan 31 

Annual Payroll Filings: 

Form 940, Forms W-2, 

W-3 

Jan 31 

Forms 1099 to inde-

pendent contractors 

 

Jan 31 

January deadlines 

approach! 
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Use the Profit and Loss statement to help 

determine how much taxable income you 

might have at tax time.  There are a few 

things to consider in order to make sure 

that the results on your internal financial 

statement are an apples-to-apples com-

parison with the tax form that you’ll have 

to file.  Ask these questions of your Profit 

and Loss to help you arrive at taxable 

income and prepare the books for taxes: 

 Is the report the right basis for tax 

purposes? 

 Are personal/ non-business ex-

penses removed from the P&L? 

 Have owner-paid ex-

penses been entered 

in the books? 

 Has depreciation/ am-

ortization been calcu-

lated on tax basis? 

 Has officer payroll 

been stated sepa-

rately? 

 Have meals and enter-

tainment been sepa-

rated from travel expenses? 

 Have charitable 

contributions been 

stated separately? 

 

Tax rate tables are 

included below for 

your reference, and a 

sample financial 

statement with basic 

categories is  shown 

on the following 

page. 

Step 2: Assess your profitability/ taxability 
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Taxable Income Tax  

 < $50,000  15% of the taxable income 

 $50,000 - $75,000  $7,500 + 25% of taxable income over $30,000 

 $75,000 - $100,000  $13,750 + 34% of taxable income over $30,000 

 $100,000 - $335,000  $22,250 + 39% of taxable income over $30,000 

 $335,000 - $10,000,000  $113,900 + 34% of taxable income over $30,000 

 $10,000,000 - $15,000,000  $3,400,000 + 35% of taxable income over $30,000 

 $15,000,000 - $18,333,333  $5,150,000 + 38% of taxable income over $30,000 

 Over $18,333,333  35% of the taxable income 

Corporations 

Individuals 

TAX TABLES 2009 
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Step 3:Maximize your Section 179 Deduction 

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-

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. 

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 

used to defer taxes on contributions up to 

$5,000/yr, unless the taxpayer is over 

50, when the 

maximum con-

t r i b u t i o n 

changes to 

$6,000. 

 

There is, how-

ever, an en-

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 

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. 

Step 4: Maximize your retirement deduction 

Key Retirement Plan Rules for 2009 

Type 

of  

Plan 

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

SEP Due date of employer's return (including exten-

sions). 

Smaller of $49,000 or 25%1 of partici-

pant's compensation.2 

25%1 of all participants' com-

pensation.2 

Any time up to the due 

date of employer's return 

(including extensions). 

SIMPLE 

IRA 

and 

SIMPLE 

401(k) 

Salary reduction contributions: 30 days after 

the end of the month for which the contribu-

tions are to be made.4 

 

Matching or nonelective contributions: Due 

date of employer's return (including exten-

sions). 

Employee contribution: Salary reduction 

contribution, up to $11,500. 

 

Employer contribution: 

Either dollar-for-dollar matching contribu-

tions, up to 3% of employee's compensa-

tion,3or fixed nonelective contributions of 

2% of compensation.2 

Same as maximum contribu-

tion. 

Any time between 1/1 and 

10/1 of the calendar year. 

 

For a new employer com-

ing into existence after 

10/1, as soon as adminis-

tratively feasible. 

Qualified 

Plan: 

Defined 

Contribu-

tion Plan 

Money Purchase or Profit-Sharing: Due date of 

employer's return (including extensions). 

Money Purchase: Smaller of $49,000 or 

100%1 of participant's compensation.2 

 

Profit-Sharing: Smaller of $49,000 or 

100%1 of participant's compensation.2 

Money Purchase: 25%1 of all 

participants' compensation.2 

 

Profit-Sharing: 25%1 of all 

participants' compensation.2 

By the end of the tax year. 

Qualified 

Plan: 

Defined 

Benefit 

Plan 

Contributions must be paid in quarterly install-

ments depending on the plan year, due 15 

days after the end of each quarter. See Mini-

mum Funding Requirement in chapter 4. 

Amount needed to provide an annual 

benefit no larger than the smaller of 

$195,000 or 100% of the participant's 

average compensation for his or her 

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 Self-Employed 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. 



Don’t put off the inevitable.  If you have 

made a good estimate of your tax liability, 

submit an estimated tax payment on the 

appropriate form.  If you are a sole pro-

prietor, partner, or S-corp shareholder, 

the income from your business 

will be reported, and paid on 

your personal tax return.  

Therefore, estimated tax pay-

ments for these kinds of busi-

nesses should be submitted on 

Form 1040 ES.  See the form 

below. 
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Step 5: Make an estimated paymentð NOW not LATER 

Planning for the future is one of the best 

ways to make your dreams of success 

come true.  Why don’t more people de-

velop a budget?  You don’t have to be one 

of those who never find the time to take 

pencil and paper and draft a plan for next 

year.  Follow these easy steps and you’ll 

have the draft of a workable plan: 

1) Take as many years of Profit and 

Loss history as you have, or that 

make sense in your case. 

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-

tween the years represented, calcu-

lating the percentage of the change 

between the years. 

5) Evaluate the changes be-

tween years on related line 

items to see if the relation-

ships changed in a way you 

would expect based on 

knowledge of the company’s 

situations.  If not, why not?  

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 

of a new market, to project what the 

revenues will be in the upcoming 

year.  Then, use the 

relationships of ex-

pense items to income 

to project the dollar 

amounts of expenses, 

altering relationships 

where seems appropri-

ate. 

 

 

See the sample finan-

cial statements on the 

following page for an 

example of both the vertical and horizon-

tal analyses. 

Step 6: Develop a budget for next year 

Newsletter 
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Percent of 

income 

Analysis 
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Year-to-year 

comparison 



11005 Mint Julep Drive 

Austin, TX  78748 

Michele A. Sweeten, CPA 

Phone: 512-300-0282 

Fax: 512-597-3534 

Email: michele@sweetencpa.com 

Weõre on the web!  
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Step 7:  Box up and label all of the yearõs records 

How long should I 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. 

3. You file a fraudulent return, keep records indefinitely. 

4. You do no file a return; keep records indefinitely. 

5. 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 

 

Keep all employment tax records for at least 4 years after the date that 

the tax becomes due or is paid, whichever is later. 

 

Newsletter Page 9 


