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June 15 Looms as Next Deadline

For Estimated Tax Payments
National Society of Accountants reviews the tax rules for self-employed individuals and offers advice on saving for estimated taxes

ALEXANDRIA, VA, May 23, 2011— More and more Americans are now self-employed, offering a renewed spirit of entrepreneurism and a new approach to work.
It also means a new approach to taxes.
Instead of having taxes automatically deducted in each paycheck throughout the year – making it easy to pay – self-employed people typically make quarterly tax payments.
For 2011, the Internal Revenue Service (IRS) requires quarterly tax payments on April 18, 2001 (already passed); June 15, 2011; September 15, 2011; and January 17, 2012. States that charge income tax typically require payments on the same type of schedule, although specific due dates may differ.
As the June 15 deadline looms in the days ahead – just two months after the April 18 deadline – the pressure is on many entrepreneurs to come up with the money to make this next payment.

“Keeping up with these payment requires financial discipline,” explains National Society of Accountants (NSA) Executive Vice President John Ams. “It’s not easy, especially in a tough economy. The income levels of self-employed people also usually vary from month to month, and a few lean months in a row can spell trouble. Missing deadlines can mean paying penalties and interest on unpaid taxes.”
The IRS General Rule for estimated tax states that individuals must pay estimated tax for 2011 if both of the following apply:
1. You expect to owe at least $1,000 in tax for 2011, after subtracting your withholding and refundable credits.

2. You expect your withholding and refundable credits to be less than the smaller of:
· 90 percent of the tax to be shown on your 2011 tax return

· 100 percent of the tax shown on your 2010 tax return. Your 2010 tax return must cover all 12 months.
Farmers and fisherman get a break – if they earn at least two-thirds of their income from these professions, they can base their estimated tax payments on two-thirds of the tax to be shown on their 2011 tax return instead of 90 percent.

But higher income taxpayers (adjusted gross income of $150,000 or more or $75,000 if married filing separately) must substitute 110 percent for the 100 percent qualification noted in the rule above (except for farmers and fisherman).

Not only do quarterly tax payments need to be made on time; they must also be the right amount – each quarterly payment should equal at least one-quarter of the total estimated tax for the year.
How can self-employed people make it easier to save for estimated taxes?
“Instead of paying yourself with one check or electronic debit from your business account, make two payments – one goes to your personal checking account and the other (in the amount of your estimated tax) goes into a separate savings account,” Ams suggests. “Keeping the tax money out of sight and out of mind reduces the temptation to spend the money.”

If you can’t make a tax payment on time or need to pay less than required, don’t despair. Just make it up and send it in as soon as possible to minimize penalties and interest. The interest rate the IRS currently charges on late tax payments is 4 percent.

If you want more advice, consult a professional. NSA offers an online search directory to identify a qualified accountant in your area. Visit www.nsacct.org and click on “Find a Professional” or call 800-966-6679.
# # #
NSA and its affiliates represent 30,000 members who provide accounting, auditing, tax preparation, financial and estate planning, and management services to approximately 19 million individuals and business clients. Most members are sole practitioners or partners in small- to medium- size accounting firms. NSA protects the public by requiring its members to adhere to a strict code of ethics. For more information, visit www.nsacct.org.

