The Small Business Owner's Tax Planning Calendar:
Critical Actions Throughout the Year
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Introduction

Is your business still treating tax planning as a once-a-year activity? If so, you're likely leaving
thousands of dollars on the table. The reality is that effective tax planning happens year-round,
not just during tax season.

According to a study by the National Small Business Association, businesses that implement
year-round tax strategies save an average of 15-20% on their annual tax obligations compared
to those who don't. For a business with $S1 million in revenue, this could mean $15,000-$40,000

in annual tax savings.

We've guided hundreds of small and mid-sized businesses through implementing systematic tax
planning calendars, and the results speak for themselves. One manufacturing client reduced
their effective tax rate by 11.2% in a single year by following our quarterly planning process.

In this guide, we'll share our proven framework for year-round tax planning that transforms tax
management from a dreaded annual event into a strategic business advantage.

"The tax code doesn't reward last-minute planning. It rewards those who take consistent,
strategic action throughout the year."



First Quarter (January-March): Setting the Foundation

The first quarter establishes the framework for your entire year's tax strategy. While many
focus on last year's returns, forward-thinking owners use this time to optimize their current
year position.

January: Strategic Setup

1. Review Entity Structure (By January 15)

e Evaluate whether your current business structure (sole proprietorship, LLC, S-
Corporation, etc.) still serves your tax needs
e Make entity election changes by March 15 deadline if beneficial
e Consider whether multiple entities might create tax advantages
2. Implement Retirement Plan Strategies (By January 31)

e Establish or modify retirement plans to maximize tax-advantaged savings

e Review contribution limits and eligibility requirements

e Coordinate business retirement plans with personal retirement strategies
3. Set Up Tax-Friendly Accounting Systems (By January 31)

e Organize your chart of accounts to clearly separate deductible from non-deductible
expenses

e Establish protocols for recording business purpose and maintaining receipts

e Evaluate whether cash or accrual basis provides more advantageous tax treatment

February: Compliance Foundation

1. Create Tax Projection Model (By February 28)

e Work with your tax professional to create a current-year tax projection

e |dentify income thresholds that would trigger additional taxes

e Schedule estimated tax payments based on projected liability
Pro Tip: Use your tax projection as a living document, updating it quarterly or whenever
significant business changes occur. This prevents year-end surprises and allows for timely
strategy adjustments.

March: Strategic Implementation
1. Finalize Prior Year Returns While Planning Current Year (By March 15)

e Use the tax preparation process as a planning opportunity
e |dentify missed opportunities from previous year



e Apply lessons from prior year to current year planning
2. Execute Q1 Tax Strategies (By March 31)

e Evaluate Section 179 or bonus depreciation opportunities for Q1 purchases
e File necessary forms for accounting method or treatment changes
e Determine eligibility for Q1 employer credits if available

Second Quarter (April-June): Mid-Year Assessment

The second quarter offers unique opportunities to refine your tax strategy based on actual first-
quarter results while implementing mid-year optimization techniques.

April: Fine-Tuning After Tax Season

1. First Quarter Performance Review (By April 15)

e Compare actual Q1 results against projections and adjust your tax plan
e Recalculate projected tax liability based on Q1 results
e Modify timing strategies if business trend lines have shifted

2. Implement Retirement Plan Funding (By April 15)

e Make final contributions to qualified retirement plans for the previous tax year
e Begin systematic funding of current year retirement contributions
e Coordinate retirement contributions with business liquidity needs

May: Tax-Efficient Business Management

1. Mid-Year Compensation Review (By May 15)

e For S-corporation owners, ensure salaries meet reasonable compensation standards
e Optimize the balance between salary and distributions
e Evaluate tax-advantaged benefit opportunities

2. Vehicle and Asset Log Review (By May 31)

e Ensure business mileage is being properly tracked and documented
e Verify proper allocation between business and personal use for mixed-use assets
e Implement improved tracking systems if necessary

June: Mid-Year Tax Check-Up
1. Conduct Formal Mid-Year Review (By June 15)

e Compare six months of actual results against projections
e Evaluate results of strategies implemented in Q1



¢ Identify necessary modifications to your tax plan
2. Evaluate Accounting Method Opportunities (By June 30)

e Determine if your current accounting method is still advantageous

e For businesses with inventory, evaluate FIFO vs. LIFO or other methods

e Ensure consistent application of accounting methods
"The mid-year tax review is your business's vital sign check. Just as you wouldn't wait until year-
end to monitor cash flow or sales targets, you shouldn't wait to evaluate your tax position."

Third Quarter (July-September): Strategic Preparation

The third quarter represents a critical planning window—far enough into the year to have
reliable performance data, but with sufficient time remaining to implement significant tax-
saving strategies.

July: Mid-Year Compliance and Planning

1. Second Quarter Estimated Tax Payment (By July 15)

e Make your second estimated tax payment based on refined projections
e Determine optimal payment based on updated tax projections
e For pass-through entities, coordinate business results with owner's personal estimated
payments
2. Conduct S-Corporation Reasonable Compensation Review (By July 31)

e Review year-to-date owner compensation relative to business profits
e Compare compensation to industry standards for similar roles
e Make payroll adjustments if current compensation levels are too high or too low

August: Strategic Tax Positioning

1. Conduct Qualified Business Income (QBI) Deduction Analysis (By August 15)

e Update projections to determine if you'll face QBI limitations
e For businesses approaching income thresholds, evaluate whether additional W-2 wages
could increase QBI deduction
e Consider entity structure implications for QBI optimization
2. Begin Year-End Equipment Purchase Planning (By August 31)

e Identify necessary equipment purchases for business operations
e Determine optimal timing for purchases to maximize deductions
e Structure financing to align with tax strategy



September: Year-End Preparation

1. Conduct Nine-Month Comprehensive Review (By September 15)

e Compare nine months of actual results against projections
e Determine your current effective tax rate and compare to targets
e Pinpoint specific strategies to implement before year-end

2. Create Preliminary Year-End Strategy List (By September 30)

e List all potential tax-saving moves to consider before December 31
e Estimate the tax savings potential of each strategy
e Create a schedule for executing year-end strategies

Fourth Quarter (October-December): Year-End Optimization

The fourth quarter represents your last opportunity to implement tax-saving strategies for the
current year. With proper preparation in earlier quarters, this period becomes less about
emergency tax planning and more about executing pre-identified strategies.

October: Final Preparation Phase

1. Third Quarter Estimated Tax Payment (By October 15)

e Make your third estimated tax payment with strategic consideration
e Incorporate Q3 results into tax projection model
e Ensure year-to-date payments meet safe harbor requirements

2. Finalize Year-End Capital Expenditure Plan (By October 31)

e Rank planned purchases by business necessity and tax impact
e Ensure assets can be delivered and placed in service before December 31
e Finalize financing for planned purchases

November: Implementation Phase

1. Begin Year-End Income and Expense Timing (By November 15)

e For cash-basis businesses, identify income that could be deferred into January
e Evaluate which expenses could be pre-paid or accelerated into current year
e Ensure proper documentation of business purpose for timing decisions

2. Begin Tax Planning for Next Year (By November 30)

e Determine if entity changes should be made effective January 1
e Assess whether accounting method changes would be beneficial for new year
e Create specific action plans for January implementation



December: Final Execution Phase

1. Complete Income/Expense Timing Strategies (By December 15)

e Complete all income deferral and expense acceleration moves

e Ensure proper documentation for all timing-based strategies

e Confirm and document legitimate business purposes for timing decisions
2. Complete Fixed Asset Acquisitions (By December 31)

e Ensure all assets are delivered and placed in service

e Maintain records of when assets were placed in service

e Determine whether to pay for assets in current or subsequent year
3. Maximize Retirement Plan Contributions (By December 31)

e Make maximum allowable contributions to tax-advantaged retirement plans
e Establish new qualified plans by December 31 deadline
e Balance tax benefits against business liquidity needs

Case Study: Year-Round Planning Success

Business Profile: Medical practice with three physician-owners, S-Corporation structure, $2.3
million annual revenue, 18 employees

Initial Situation: The practice had historically approached tax planning reactively, meeting with
their CPA only during tax preparation season. Their effective tax rate was approximately 37%
(combined federal and state).

Year-Round Implementation:

First Quarter Actions:

e Established S-Corporation reasonable compensation plan based on industry benchmarks
¢ Implemented retirement plan strategy with defined contribution and cash balance
components
e Created tax-efficient vehicle reimbursement program
Mid-Year Actions:

e Conducted mid-year review revealing higher-than-projected Q1 and Q2 income
e Accelerated planned equipment purchases to utilize Section 179 expensing
e Optimized Qualified Business Income deduction

Year-End Actions:

e Executed year-end bonus strategy to manage taxable income



Maximized retirement plan contributions based on final income projections
Prepaid qualifying expenses for the following year

Results:

Reduced effective tax rate from 37% to 31.5%
Generated total tax savings of $43,000
Improved audit readiness through documentation systems

Industry-Specific Considerations

Professional Services Firms

Focus on owner compensation planning (January-February)
Optimize QBI deduction through wage and income management (July-August)
Structure year-end bonuses and retirement contributions (November-December)

Manufacturing Businesses

Evaluate inventory methods early in the year (January-February)
Assess R&D credit opportunities for production improvements (June-July)
Plan strategic year-end equipment purchases (August-September)

Retail Businesses

Implement multi-state tax compliance review (January-February)
Document inventory shrinkage systematically (June-July)
Develop tax-advantaged approach to seasonal inventory (September-October)

Implementation Guide

Getting Started: First Steps
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4.

Schedule your quarterly tax planning sessions for the entire year

Create a tax deadline calendar including estimated payments and planning milestones
Establish a documentation system for capturing business purpose and expense records
Build a tax projection model with your accountant that can be updated regularly

Your Tax Planning Toolkit

Tax projection spreadsheet - Updated quarterly

Documentation system - For expenses, vehicle use, and business purpose
Capital expenditure plan - Linked to tax strategy
Retirement contribution schedule - Maximizing tax-advantaged savings



"December tax planning should feel like executing a well-rehearsed performance, not like an
emergency response. When you follow a year-round calendar, December becomes about fine-
tuning rather than wholesale strategy creation.”

FAQs
How often should my business engage in tax planning?

Tax planning should be a year-round activity, not just a year-end consideration. We recommend
qguarterly reviews at minimum, with additional planning whenever significant business changes
occur. Any major business decision—such as purchasing equipment, hiring employees, or
expanding locations—should include tax consideration before implementation.

How do | measure the effectiveness of my tax planning strategies?
Effective tax planning can be measured through several key metrics:

e Effective tax rate: Your total tax obligation divided by your true economic income
e Tax savings from specific strategies: Quantified savings from implemented techniques
e Cash flow improvement: Enhanced cash flow resulting from reduced or deferred tax
obligations
What are the risks of aggressive tax planning?

While legitimate tax planning is both legal and prudent, overly aggressive strategies can create
significant risks:

e Audit risk: Unusual positions may trigger IRS examination
e Accuracy-related penalties: Positions without "substantial authority" can trigger
penalties
e Reputation risk: Public perception of aggressive tax avoidance can damage business
relationships
The optimal approach balances legitimate tax minimization with reasonable compliance
positions, focusing on clearly authorized strategies.

Disclaimer

This guide is intended for educational purposes only and does not constitute professional tax
advice. Tax laws, regulations, and their interpretation can change frequently. The authors and
publishers are not responsible for any actions taken based on information contained herein.






