
Form 1040ES.  To avoid a pen-

alty, your total tax payments 

(estimated taxes plus withhold-

ing) during the year must satisfy 

one of the requirements we just 

covered. 

How do I compute what I owe? 

You need to have a good esti-

mate of the income and deduc-

tions you will report on the cur-

rent year’s federal tax return.  

Start with your previous year’s 

return and make adjustments 

for the current year’s income 

and expenses.  Your estimates 

can be adjusted through-out the 

year based on changes that ef-

fect your business (i.e. 1st & 2nd 

Quarter make payments of 

$2500 and adjust up or down in 

3rd & 4th Quarter based on 

changes to profit). 

At a minimum, have an account-

ant or tax qualified financial 

consultant review your com-

pany’s profits quarterly.  This is 

a crucial step to help you pro-

ject your tax liability and pre-

vent the penalty for underpay-

ing  or overpaying and letting 

Uncle Sam keep your money for 

half of the year. 

For more information about 

how our Accounting Services 

can make a strategic impact on 

your business call Dan Isard at 

800-426-0165. 

As an employee, your employer 

withholds taxes from every pay-

check and sends it directly to the 

IRS and State.  You pay your income 

taxes as you “go” and if you are like 

most wage earners, you get a nice 

refund at tax time. 

If you are self-employed, or have 

income other than your salary, you 

may need to pay estimated taxes 

each quarter .  You may owe esti-

mated taxes if you receive income 

that is not subject to withholding, 

such as: 

 Interest Income 

 Dividends 

 Gains from sales of stock or 

other assets 

 Earnings from a business own-

ership  (K1 from Partnership or 

S Corporation) 

 Rental Income 

 Misc 1099 Income 

 Alimony 

Do I need to send quarterly pay-

ments? 

Generally, the rule is that you must 

pay your taxes as you go.  If you 

have not paid enough income taxes 

by filing time, you may have to pay 

a penalty for underpayment.   

To determine whether you need to 

make estimates, answer these 3 

questions: 

1. Do you expect to owe less 

than $1,000 in additional in-

come tax for the tax year?  

This is computed by subtract-

ing your actual federal income 

tax withholding from the total 

amount of tax you expect to 

owe?  If yes, you don’t need 

to make estimated tax pay-

ments. 

2. Do you expect your federal 

income tax withholding to 

equal at least 90 percent of 

the tax you will owe for the 

entire year?   If yes, then you  

don’t need to make estimated 

tax payments. 

3. Do you expect your income 

tax withholding to be at least 

100% of the tax on your previ-

ous year’s return? Or, if your 

adjusted gross income (form 

1040, line 37) on your previ-

ous year’s tax return was over 

$150,000, do you expect that 

your income tax withholding 

will be at least 110% of the tax 

you owed for the previous 

year?  If  yes, then you’re not 

required to make estimated 

tax payments. 

If you answered “no” to any of 

these questions, you must make 

estimated tax payments using 
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