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Income Taxes –Be Prepared!

Another year will soon be over and everyone will start thinking about income taxes.  Why wait? Prepare now and you will be surprised at how much easier ‘tax time’ will be. 
This article is not trying to answer your tax questions.  We want to make sure you are prepared and can avoid a last minute crisis or mistakes.

First and foremost, don’t procrastinate.  
The key things you need to do now to be prepared:
1. Bookkeeping – Don’t panic!  Bookkeeping is not a 4 letter word.  It doesn’t have to be difficult.  A good bookkeeping system can be done by hand or it can be computerized.  It just has to be set up and maintained properly to make sure you are:

a. Tracking all expenses and tracking them correctly

b. Tracking those expenses that you have paid out of your pocket

c. Tracking all income 

d. Tracking your cash, your receivables and your payables

Last year a business owner was taking cash from the business account and buying supplies.  Although he kept receipts, he did not communicate to his accountant that the cash withdrawals were not personal draws.  The bookkeeping error resulted in a big personal tax liability for the business owner, which is taking months and a tremendous expense to correct.  

In addition to the personal tax liability this caused the business owner, it made the financial statements incorrect and virtually worthless when seeking a loan or investment.  The financial statements no longer reflected the true costs, ratios, or profits. The owner’s draws were a ‘red flag’ to bankers and investors.
2. Bank accounts – Separate your personal account from you business and write checks to document every business expense and business investment properly.
a. Track all expenses and

b. Track all investments

Another business was buying equipment with personal cash.  They were small purchases of $500 and less so that is okay, right?  No!  Any purchase for your business should be carefully tracked either as an expense or as a capital expenditure.  
Not only did the business incur higher tax liabilities as a result, but their financial statements do not accurately reflect the investments made in the business. 
3. Talk to your accountant – Before tax season sit down with your accountant or whoever prepares your taxes.   Do NOT assume that:

a. Your accountant will ‘just know’ what you did with the cash you took out of the business.  

b. Your accountant will have time to ask all the right questions during the busy tax time.

c. You will remember every expense you paid in cash throughout the whole year.

Don’t procrastinate.  This is your business and your future.  Put the management systems in place now to put you in control of your business
If you need help setting up a good record keeping system or a computerized bookkeeping program, please give us a call.  Call our Memphis office at (901) 312-9797 or our Pine Bluff office at (870) 535-0011.
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