This letter is designed to help you pre-

pare your records to conform with IRS
compliance requirements.

How organized is your paperwork?

For your corporation to be complete, you need
a corporate record book, complete with corpo-

rate applications, corporate charter, bylaws,
stock certificates and minutes of meetings.
These items are all evidence that your busi-
ness is a legitimate corporation.

Do you loan your corporation money?
You must be careful to document debt. Short
term unwritten advances of less than $10,000
are acceptable if you treat them as debt and
expect them to be repaid within a reasonable
time. Debt of over $10,000 needs a promis-
sory note, a fixed maturity date and a reason-
able rate of interest that will create taxable
income as it is repaid.

Did you pay a reasonable wage?

If you are an S Corporation officer, you need
to pay yourself a reasonable salary if you are
profitable. Failure to take a salary can result
in IRS reallocation of your distributions as
wages. This is one of the key issues in the
recent IRS audit initiative. Was your wage
reasonable? The free salary estimator at
www.salaryestimator.com might be of help.

Do you have an *“
Maintaining an accountable plan is an impor-
tant part of corporate record keeping. This
plan should be outlined and approved as a
company
corporate minutes.

Under an accountable plan, business ex-
penses incurred by an employee are reported
to the employer and reimbursed for only the
amount actually spent. IRS publication 463
outlines the following three rules that an ac-
countable plan must follow:

1. Expenses must have a business purpose.
2. The employee must adequately account for
expenses within a reasonable period of time.

3. The employee must return any excess reim-

bursement within a reasonable amount of
time.

The definition of
depends on facts and circumstances, but re-
porting an expense within 60 days and reim-
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bursing or returning the excess within 120
days of the occurrence of the expense
seems to be acceptable. Reimbursed ex-
penses that fail to meet the above criteria
are treated as reimbursed under a non-
accountable plan and must be included in
taxabl e wages on-2t he

Does your company own a vehicle?
If a corporation owns a vehicle, it pays for
all vehicle expenses. An employee of the
corporation must maintain records of per-
sonal mileage driven in the company vehi-
cle and report it to the corporation. These
personal miles create imputed income on
your W-2 at year end. If you incurred ex-
penses for the company vehicle and paid
them with personal funds, you must use the
accountable plan to be reimbursed.

Do you own a vehicle you use for
corporate business?

Your accountable plan may provide for re-
imbursement of actual miles driven for busi-
ness at a rate of 51¢ per mile from 1/1/11
through 6/30/11, and 55.5¢ thereafter.

Do you work out of your home? The
home office deduction does not relate as
well to a corporate officer as it does to a
sole proprietor. Since the corporation is not
the owner of the home, deductions for mort-
gage interest and property taxes must be
taken on the individual tax return level.

Two options exist:

1. Rent may be paid by the corporation to
the employee shareholder. Under this op-
ti on, the rent i's re
personal return and can only be offset by
mortgage interest and property taxes, not
operating expenses, such as utilities.

2. Alternatively, operating expenses based
on the space percentage of business usage
may be set up as a reimbursement option
under the accountable plan. Reimburse-
ments can then be pa
usage of this percentage of the home.

Are you the owner of an S Corp?
Your health insurance policy, whether
owned by the company or yourself, must be

paid or reimbursed by the company and
included on your W-2 to be deductible.
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issue for S Corporations
is in the limelight. The
House passed a bill im-
posing payroll tax on the
profits of small S Corpo-
rations where the work
was done by 3 or fewer
owners. The change was
to take place in 2011.
Because of the state of
the economy, the Senate
rejected the idea. Clos-
ing this loophole will
save the government bil-
lions of dollars. You can
expect this issue to re-
surface in the future.
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What’'s new for
Is your business involved in do-
mestic production?

If so, you may qualify for a 9% deduc-
tion.

To qualify as a domestic producer, you
must have income from one of the
following: construction performed in
the U.S., architecture or engineering
involved with U.S. construction, manu-
facture of tangible personal property

20117

cover bicycle commuting expenses to
employees for 2011. If you are plan-
ning to give your employees a holiday
gift, make sure it is de minimus and not
in cash, otherwise it must be included
in wages.

If you purchased health insurance for
your employees, you might qualify for
a 2011 tax credit.

as independent contractors. The IRS
has a form for misclassified employ-
ees to report you.

It pays to be timely.

The IRS now charges a penalty of
$195 per month per shareholder for
failing to file a timely S Corporation
tax return.

(not retail food and beverage establish-
ments), software, sound recordings,
films, electricity, natural gas, or potable
water.

New employees hired in 2010 who
qualified you for a payroll tax break
may now qualify you for a 2011 tax
credit if you retained them at least one
year.

Do you have employees?

The law enables you to provide up to
$230 per month tax-free parking, $120
in transit passes, or $20 per month to

Beware of misclassifying employees

Small Corporation Year -End Checklist

1 Bank statements from all accounts

i

1 Check ledger

I Detailed accounting records including general ledger, trial balance, balance sheet,
income statement

Credit card statements for all business accounts

I

Loan papers and purchase details for new assets purchased

Interest paid on all loans

Statements of dividends or interest earned

Payroll detail records and copies of forms 941, 940, 1099, and W-2 that you have filed

Schedules of loans to and from officers

Accountable plan/expense account statements

Year-end inventory

Accounts receivable listing

Accounts payable listing of all outstanding bills owed on the last day of the year

Details of any changes in stock ownership

Copies of any correspondence with taxing authorities

Details of corporate distributions to shareholders

Mileage detail for all company-owned vehicles including make and year of vehicle and
total miles driven

1 New corporation/new client startup papers, corporate charters, S-election, Federal
| D#, State | D #, |l ast yearbés corporate

1 Details of the amount of corporate income derived from manufacture or construction.
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Inside Story Headline

This story can fit 150-200
words.

One benefit of using your
newsletter as a promotional
tool is that you can reuse
content from other market-
ing materials, such as press
releases, market studies, and
reports.

While your main goal of dis-
tributing a newsletter might
be to sell your product or
service, the key to a success-
ful newsletter is making it
useful to your readers.

A great way to add useful
content to your newsletter is
to develop and write your
own articles, or include a
calendar of upcoming events
or a special offer that pro-
motes a new product.

You can also research articles
or find Afill
cessing the World Wide Web.
You can write about a variety
of topics but try to keep your
articles short.

Much of the content you put
in your newsletter can also be

er

used for your Web site. Mi-
crosoft Publisher offers a
simple way to convert your
newsletter to a Web publica-
tion. So, when
writing your newsletter, con-
vert it to a Web site and post
it.

Caption describ-
ing picture or
graphic.

Inside Story Headline

This story can fit 100-150
words.

The subject matter that ap-
pears in newsletters is virtu-
ally endless. You can include
stories that focus on current
technologies or innovations
in your field.

You may also want to note
business or economic trends,
or make predictions for your
customers or clients.

If the newsletter is distrib-
uted internally, you might
comment upon new proce-
dures or improvements to the
business. Sales figures or
earnings will show how your
business is growing.

Some newsletters include a
column that is updated every
issue, for instance, an advice
column, a book review, a
letter from the president, or
an editorial. You can also

This story can fit
75

profile new employees or top
customers or vendors.

iTo catch
reader's
attention,
place an
interesting

sentence or
guote from
the story

here. o
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Inside Story Headline

This story can fit 75-125
words.

Selecting pictures or graphics
is an important part of add-
ing content to your newslet-
ter.

Think about your article and
ask yourself if the picture
supports or enhances the
message youdre
vey. Avoid selecting images

that appear to be out of con-
text.

Microsoft Publisher includes
thousands of clip art images
from which you can choose
and import into your news-
letter. There are also several
tools you can use to draw
shapes and symbols.

Qnce you hage cosen an o n -
image, place it close to the

article. Be sure to place the
caption of the image near the
image.

Caption describing
picture or graphic.
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A
Organization

Bergstrom Tax
Service

Primary Business Address
Your Address Line 2
Your Address Line 3
Your Address Line 4

Phone: 555-555-5555
Fax: 555-555-5555
Email: xyz@microsoft.com

This would be a good place to insert a short paragraph about your organization.
It might include the purpose of the organization, its mission, founding date, and a
brief history. You could also include a brief list of the types of products, services,
or programs your organization offers, the geographic area covered (for example,
western U.S. or European markets), and a profile of the types of customers or
members served.

It would also be useful to include a contact name for readers who want more
information about the organization.

WEGRE ON THE WEB!

EXAMPLE.MICROSOFT.COM

Your business tag line
here.

Back Page Story Headline

This story can fit 175-225
words.

If your newsletter is folded
and mailed, this story will
appear on the
good idea to make it easy to
read at a glance.

A question and answer ses-
sion is a good way to quickly
capture the attention of
readers. You can either com-
pile questions
received since the last edi-
tion or you can summarize
some generic questions that
are frequently asked about
your organization.

A listing of names and titles
of managers in your organi-
zation is a good way to give

your newsletter a personal
touch. If your organization is
small, you may want to list
the names of all employees.

Hfyom kave ai/prices bft 6 s
standard products or ser-
vices, you can include a list-
ing of those here. You may
want to refer your readers to
any other forms of commu-

nication that
for your organization.
that youbdve

You can also use this space
to remind readers to mark
their calendars for a regular
event, such as a breakfast
meeting for vendors every
third Tuesday of the month,
or a biannual charity auc-
tion.

If space is available, this is a
good place to insert a clip art
image or some other
graphic.

i Caption describing pic-
ture or graphic.




