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A Financial Checklist for the Small Business (Part 5)

Business Owners, are you up to date on the “required” stuff that you need to file and report for your 
business?  Are you using the best business practices to provide you the most advantage in dealing with 
these requirements?  This is the fifth column in a series where I challenge the small business owner to 
take a look at their financial practices and procedures.  I seem to have hit on a good series of topics 
because I have gotten the most feedback ever these past few weeks.  This column is a result of some of 
that feedback that has asked me to focus a column on all of the mandated forms and reports for a small 
business.  I will try to hit most of the common ones.  However, obviously there are other licenses and 
reports needed for specific and unique types of businesses that I will not have room to cover here.  But 
the following is my checklist for this week’s topic:

ü      Does your company make monthly deposits for federal withholding and Social Security 
taxes for your employees …and on a timely basis to avoid penalties?    Government regulation 
makes this mandatory; there are penalties for not reporting accurately and in a timely fashion. 
 Penalties are costly and take away from profits. In several of the research studies on failed 
businesses, late deposits had become so chronic, and the penalties so high, that the businesses were 
financially threatened. Chronic penalties for late deposits are a sure sign of poor business practices 
and can be a warning sign to lending institutions that the business is heading for financial trouble, 
making it highly unlikely the owner will be able to get a loan when needed.  Another important 
reason for timely deposits is employee morale. Not filing the proper forms can create problems for 
employees, resulting in disgruntled employees. This in turn can harm customer satisfaction and 
loyalty, eventually destroying profits and sometimes threatening the business's survival. 

ü      Does the owner understands Form 941?  Form 941 is used to report quarterly the income 
tax and Social Security that the business withholds from the employee's wages, and the matching 
Social Security contribution paid by the employer. Not doing this as required by law is costly in 
terms of penalties and interest assessed by the government. 

ü      Does the owner provide W-2 information?  Not providing correct W-2 information is a 
sure way to get into trouble with the Internal Revenue Service. Providing the correct information 
takes little time and prevents costly delays later. Not paying attention to such government details is 
often an indication that other business details are also being ignored. Such sloppy management 
practices warn bankers and other lenders that the owner is a poor credit risk. 

ü      Does the company file all tax returns in a timely manner?  Not filing tax returns in a 
timely manner is an other sign of poor organization. Procrastination has been the downfall of many 
small business owners. No one enjoys filing tax returns, but putting off the inevitable until later 
doesn't make it any easier. Getting the tax forms in on time is also a good general business practice, 
because it may be the only time during the year when an accurate picture of business performance 
can be obtained. 



ü      Does the owner consider tax implications of equipment?  Waiting until the last minute to 
consider the tax implications for the purchase of equipment and other capital outlays can be costly. 
Thinking ahead and discussing tax implications of various alternatives with an accountant early in 
the year can save in taxes. Tax considerations are essential for all businesses, but for the small 
business, such considerations can make the difference between a profit and a loss. 

ü      Does the owner consider buy versus lease possibilities?  Deciding whether to buy or 
lease equipment is an important business consideration. Leasing rather than borrowing money to 
buy may help cash flow, save taxes and increase total operating capital. One reason to consider 
leasing equipment is that it may save downtime when equipment needs repairs. 

ü      Has the owner considered possible advantages and disadvantages of various business 
structure alternatives?   Each kind of business structure has its own advantages.  SCORE 
Counselors urge small business owners to review these advantages and disadvantages with your 
legal and accounting persons.

ü      Does the owner routinely pay tax penalties (federal, state, and local)?  It should be 
obvious that any business paying tax penalties is losing profits. Worse than this, not paying taxes on 
time creates many time-consuming headaches. It also sends a message to lenders that the business 
is a poor risk. 

 
To learn more about financial management of a small business, contact SCORE for free and 
confidential business mentoring and coaching. We are "Counselors to America’s Small Businesses."  

__________

Dean L. Swanson
South East Minnesota SCORE
c/o Rochester Area Chamber of Commerce
220 South Broadway, Suite 100
Rochester, MN 55904
*Dean is a volunteer SCORE Counselor.
__________
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