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Mark These Tax Deadlines on
Your 2011 Calendar

It’s time to file various tax returns once again.
Among the tax deadlines you may be required to
meet in the next few months are the following:

January 18 — Due date for the fourth quarterly
installment of 2010 estimated taxes for
individuals unless you file your tax return and pay
any taxes due by January 31.

January 31 — Employers must furnish 2010 W-2
statements to employees. Payers must furnish
payees with Form 1099s for various payments
made. (The deadline for providing Form 1099B
and consolidated statements to customers is
February 15.)

January 31 — Employers must generally file
annual federal unemployment tax returns.

February 28 — Payers must file information
returns, such as Form 1099s, with the IRS. This
deadline is extended to March 31 for electronic
filing.

February 28 — Employers must send Form W-2
copies to the Social Security Administration. This
deadline is extended to March 31 for electronic
filing.

March 1 — Farmers and fishermen who did not
make 2010 estimated tax payments must file 2010
tax returns and pay taxes in full.

April 18 — Individual federal income tax returns
for 2010 are due.
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Tax Due Dates

January 12
e Deadline for employees who work for tips and
received $20 or more in tips in December
January 17
e Non Payroll Withholding
e Social security, Medicare & Withheld income

tax
¢ Individual estimated tax 1040-ES
January 20
e Texas Sales & Use Tax return for November
(monthly & quarterly)
February 1
e Businesses must provide information returns
Form 1099

Employers must provide W-2’s to employees
Federal Unemployment tax Form 940
Certain small employers Form 944

Social security, Medicare & Withheld income
tax Form 941

e Individuals who must make estimated tax
payments
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New Law Extends Bush-era Rates for Two Years

After weeks of wrangling over the details, both the
Senate and the House passed a bill that will extend
the tax rates in effect in 2010 for another two years,
through December 31, 2012. President Obama signed
the 2010 Tax Relief Act into law on December 17,
2010.

Here’s an overview of the key provisions in the law.

Tax rates. The existing tax rates established in the
2001 and 2003 tax laws will continue for all
taxpayers through 2012. This means the top tax rate
for 2011 and 2012 will remain at 35% instead of
reverting to 39.6% as it would have done had the
2010 Tax Relief Act not passed.

Capital gains and dividends. The top rate for long-
term capital gains will remain at 15% for taxpayers
in all but the two lowest ordinary income brackets;
those taxpayers will continue to have a 0% rate on
capital gains. Dividends will continue to be taxed at
the 15% and 0% rates instead of reverting to ordinary
income rates as high as 39.6%.

Itemized deductions and personal exemptions.
Higher-income taxpayers will not have their itemized
deductions limited and their personal exemptions
phased out.

Education tax breaks. The law extends the American
Opportunity Tax Credit through 2012. The income
exclusion for up to $5,250 of employer-provided
education assistance to employees is continued for
two years. The higher contribution limit of $2,000
and other enhancements to Coverdell Education
Savings Accounts were extended for two years.

Alternative minimum tax (AMT). The AMT was
given another “patch” for 2010 and 2011, a move
that will keep the tax from hitting millions more
taxpayers. For 2010, the exemption amount is
$47,450 for individuals and $72,450 for married
couples filing joint returns. For 2011, the exemption
is $48,450 for singles and $74,450 for couples.
Without this adjustment, the exemption amounts for
2010 and 2011 would have been $33,750 for singles
and $45,000 for couples.

Payroll tax. A new tax break is created for workers
who pay social security taxes. For 2011, the
employee rate for social security tax is cut from 6.2%
to 4.2% on wages up to $106,800. Self-employed

individuals will pay 10.4% on self-employment
income up to $106,800. Employers will continue to
pay 6.2% on employee wages. This payroll tax rate
cut does not affect the Medicare portion of payroll
taxes for either employees or employers.

Extenders. Tax breaks that have come to be called
“extenders” because they’re typically extended
retroactively every year, but just for a year, are again
extended by the new law.

Effective for 2010 and 2011 returns, taxpayers have
the option of deducting state and local sales taxes
instead of state and local income taxes. The
deduction for up to $4,000 of higher education
expenses and the deduction for teachers who buy
classroom supplies are extended. Those age 70%2 or
older may again contribute up to $100,000 tax-free
from an IRA to a charity. Note that the deduction for
real estate taxes paid by nonitemizers was not
extended.

Business provisions. The law extends the research
tax credit for 2010 and 2011, and it extends the work
opportunity tax credit through 2011. Bonus
depreciation is increased from 50% to 100% for
qualified business purchases made from September
9, 2010, through December 31, 2011. 50% bonus
depreciation will be available in 2012.

Estate tax. The estate tax was perhaps the most
contentious issue in the law, and it came close to
unraveling the deal. The compromise that was agreed
upon restores the estate tax retroactive to January 1,
2010, and continues it through December 31, 2012. It
establishes a top rate of 35% and an exclusion
amount of $5 million ($10 million for married
couples). Estates of persons who died in 2010 have
the option of applying the estate tax and receiving a
step-up in basis on property passing to heirs or
having no estate tax but using a carryover of the
decedent’s basis in property.

The 2010 Tax Relief Act also provides an additional
13 months of benefits to the unemployed.

Most of the provisions in the new law will probably
go unnoticed by the majority of taxpayers since the
law basically keeps things as they were for another
two years. However, there are several significant
changes that are likely to affect you or your business.
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Records to Keep and How Long?

It’s important to keep records of your business operations. Record keeping creates a paper archive
in case of computer failure. Records also help in the event of an IRS audit of your tax return.

With 2010 over and the new year starting up many are starting to archive their 2010 records to make
room for 2011’s records. In fact the one of the questions | here the most this time of year is ... “How
long do | need to keep (BLANK) records?” The following table should help you decide what records

to keep and for how long.

Record to Keep How Long

Bank Reconciliation Reports 2 yrs
Deposit Slips 2 yrs
Correspondence w/Customers & Vendors 2 yrs
Bank Statements 3yrs
Employment Applications 3yrs
Petty Cash Vouchers 3yrs
Sales Commission Reports 3yrs
Accident Reports/Claims 10 yrs
Canceled Checks 10 yrs
Chart of Accounts 10 yrs
Contracts, Mortgages, Notes, and Lease Agreements (expired) 10 yrs
Garnishments 10 yrs
Inventories of Products, Materials, and Supplies 10 yrs
Invoices 10 yrs
Loan Statements and Schedules 10 yrs
Payroll Records and Summaries 10 yrs
Personnel Files 10 yrs
Purchase Orders 10 yrs
Sales Records 10 yrs
Time Books/Cards 10 yrs
Withholding Tax Statements 10 yrs
Vouchers for payments to Vendors, Employees, Etc. (includes allowances and

reimbursement of employees and owners for travel and entertainment) 10 yrs

This newsletter provides business, financial, and tax information to clients and friends of our firm & explains it in plain English. This general information should not be acted upon without first determining its
application to your specific situation. For further details on any article, please give us at Conner Bookkeeping a call at (713) 805-8645. If you or someone you know would benefit from articles like these, email
me at (newsletter@connerbookkeeping.com) to be added to our Monthly Small Business Newsletter.

NOTICE: DISCLAIMER OF LIABILITY

Conner Bookkeeping does not warrant or quaran-tee the accuracy of any statement or other information and materials provided in this newsletter. All articles and other information
and materials in this newsletter (collectively, "Information") are provided for general information purposes only and are not intended to constitute legal, accounting or tax advice or
opinions on any specific matters. The opinions expressed in Information are those of the author(s) and not necessarily those of Conner Bookkeeping. Laws and regulations change
frequently and there application can vary widely based upon the specific facts and circumstances involved. You, and not Conner Bookkeeping, are responsible for the applicability and
accuracy of Information as it relates to your practice or to your clients. Your use of Information does not relieve you of responsibility, including those to any third party, for matters
involving your practice or your clients (e.g., preparation of tax returns, etc.) and you may not rely upon Conner Bookkeeping for advice regarding same. The provision of Information
by Conner Bookkeeping is not intended to create, and your receipt does not constitute, any form of relationship between Conner Bookkeeping or the author(s) and you.

We provide this newsletter as a convenience and courtesy for customers & friends of Conner Bookkeeping.

Please Note: Conner Bookkeeping respects the personal nature of e-mail communication. Every effort is made to offer only information or products that may be of value to you. If
you do not wish to receive this Conner Bookkeeping Small Business Newsletter, please click UNSUBSCRIBE & send us an email to be taken off of our list in the future.
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