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Tax Preparation Checklist (Business)

Identify Your Business Structure

Your business structure determines how you file your taxes and the forms you
need. This affects everything from what deductions you can claim to your tax
rate.
Common business structures include:

a) Sole proprietorship

b) Partnership

¢ LLC

d) S Corporation

e) C Corporation
Each structure has different tax rules, so it's important to classify your business
correctly to avoid overpaying taxes or missing deductions. Make sure to
download the correct tax forms for your business from the IRS website and
verify your classification to avoid errors.

Gather Financial Documents

Gathering all your financial documents is a crucial step in your small business
tax preparation checklist. These documents include income statements,
expense receipts, and bank statements. By keeping everything organized, you
can make tax filing easier and avoid missing any important deductions.

If you use accounting software, it's even easier to manage your financial
records. Software that links to your bank accounts can automatically update
transactions, keeping financial records current. This reduces the chances of
overlooking important details during tax season.



https://quickbooks.intuit.com/online/
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What to gather:

a) Income statements (profit and loss)

b) Receipts for business expenses (supplies, utilities, marketing, etc.)

c) Bank statements (checking and savings accounts)

d) Payroll records (if applicable)

e) Credit card statements (for business-related purchases)

f)y Invoices (for services or products provided)

g) 1099 forms (for payments received as a contractor or issued to

vendors)

h) Loan interest statements (if you have business loans)
This list covers the essential documents you'll need, as well as a few common
ones that can make a big difference in your tax filing. While it's not exhaustive,
it provides a solid starting point to help you stay organized and prepared during
tax season.

Track Income Sources

Accurately tracking all income sources is critical for filing taxes correctly. Be
sure to account for all revenue, whether it comes from sales, investments, or
other business activities.

Key steps:

a) Record all sources of income, including side work and investment
income.
b) Include expected amounts from services, even if you haven't received all
your 1099 forms yet.
Keeping detailed records ensures your tax filing is accurate and helps avoid
mistakes that could lead to penalties or audits.
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Organize Business Expenses

Organizing your business expenses helps reduce your taxable income and
ensures you don't miss any deductions. Keep records of all business-related
costs, including rent, utilities, and marketing expenses. If you run your business
from home, you can also deduct a portion of your mortgage or rent, as well as
utilities and insurance. Be sure to keep digital copies of receipts for these
expenses so they're easy to access during tax filing.

Common deductible expenses:

a) Rent and utilities

b) Office supplies

c) Marketing and advertising costs

d) Business travel

e) Home office expenses (if applicable)

Calculate Estimated Tax Payments

If you expect to owe more than $1,000 in taxes, you'll need to make estimated
quarterly payments. This is especially important for small businesses that don’t
have taxes withheld throughout the year.

Steps to calculate estimated payments:

1. Divide your total yearly tax liability by four.
2. Use last year's tax amount to estimate this year's liability if your
earnings are similar.
Making these payments on time helps you avoid penalties and keeps your cash
flow steady. Quarterly payments are due on April 15th, June 15th, September
15th, and January 15th. Be sure to mark these dates on your calendar.
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Understand Self-Employment Taxes

If you're self-employed, you're responsible for paying both the employer and
employee portions of Social Security and Medicare taxes. For 2024, the Social
Security tax applies to the first $168,600 of net earnings, and the total self-
employment tax rate is 15.3%. Planning for self-employment taxes helps you
avoid surprises at tax time. Make sure to account for these taxes in your
estimated payments if you're self-employed.

What to remember:

a) The total self-employment tax rate is 15.3%.
b) This tax applies to the first $168,600 of net earnings in 2024.

Manage Payroll Taxes

If your business has employees, you must withhold payroll taxes like Social
Security, Medicare, and federal unemployment taxes. Proper payroll
management helps you stay compliant with IRS rules and avoid penalties.

Make sure to classify workers correctly as either employees or independent
contractors. Misclassifying employees can result in fines and additional taxes.

Payroll tax responsibilities:

a) Withhold Social Security, Medicare, and unemployment taxes.
b) Correctly classify workers to avoid fines.
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Review of Tax Deductions and Credits

Tax deductions and credits can significantly lower your taxable income.
Common deductions for small businesses include health insurance premiums,
self-employment taxes, and home office expenses. There are also various tax
credits available for small businesses, such as credits for hiring employees or
purchasing equipment. To make sure you're taking full advantage of these
opportunities, consult with a tax professional who can guide you through the
process.

Popular deductions:

a) Health insurance premiums
b) Self-employment taxes

c) Marketing expenses

d) Home office expenses

Prepare and File Necessary Tax Forms

Once your documents are organized and income and expenses tracked, it's
time to file your tax forms. The corporate tax return deadline is typically March
15th, but you can request an extension using IRS Form 7004. Even if you file for
an extension, you must still pay any taxes owed by the original deadline to avoid
penalties. Double-check all your information for accuracy to ensure a smooth
filing process.

Check Compliance with Employment Tax

Requirements

Employment tax compliance is crucial to avoid penalties. Make sure to classify
workers correctly as employees or contractors, and submit the proper forms
(e.g., W-4 for employees and 1099-NEC for contractors). Consulting a tax
professional can help ensure compliance and reduce your risk of penalties.
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Consult a Tax Professional

A tax professional can help you maximize deductions, file accurately, and avoid
potential issues. You can reach out to www.chetstaxservice.com for
assistance. For small business owners, hiring a tax expert can save time and
money by ensuring everything is done correctly the first time. If your business
has employees or inventory, a tax professional is especially useful in navigating
complicated tax codes and regulations.

Plan for Future Tax Years

Planning ahead for future tax years helps avoid last-minute stress. Keeping
detailed records and using accounting software to track income and expenses
throughout the year makes tax filing much smoother. It also helps you see
trends in your business’ finances, making it easier to plan ahead. Consider
setting up a retirement savings plan to take advantage of tax benefits and stay
updated on any changes in tax laws that could affect your business.

Summary

This small business tax preparation checklist simplifies the tax filing process,
helping you stay organized, maximize deductions, and remain compliant with
IRS rules. By following these steps, you can avoid stress during tax season and
keep your business on solid financial ground.

Struggling with your tax prep? Schedule a free consultation at Chet's Tax
Service today to ensure your financials are in order and ready for tax season.


http://www.chetstaxservice.com/
http://www.chetstaxservice.com/
http://www.chetstaxservice.com/
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Frequently Asked Questions

Why is identifying my business structure important for tax preparation?

Your business structure determines your tax obligations and the forms you
need to file. Without knowing this, you could file incorrectly, which may result
in penalties or missed deductions.

What financial documents do I need to gather for tax preparation?

To prepare for tax season gather:
a) income statements
b) receipts for expenses
c) bank statements
Keeping these documents organized helps ensure accurate tax filing.

How can I ensure accurate tracking of all my income sources?

Make sure to record all sources of income
a) include business operations
b) investments
c) any side work. Even if you haven't received a 1099, you should still
account for that income.

What are some common tax deductions available for small businesses?

Small businesses can deduct expenses like:
a) rent
b) utilities
c) advertising costs
d) health insurance premiums
Deductions can significantly reduce your taxable income.

When should I consider hiring a tax professional?

You should consider hiring a tax professional if you have complex tax needs,
like managing employees or operating in multiple states. A professional can
help you avoid mistakes, save money on taxes, and ensure tax compliance.
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