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How to Computerize Your
Accounting System

Il businesses, regardless of size,

should consider computerizing
their business systems. The cost of
computers has now reached a level
that makes them a solid investment in
better business management.

Signs that you need a computer or
need to upgrade your software

The signals are clear. Your account-
ing system is bogged down. Invoices
go out late. Receivables climb to an
uncomfortable level. Discounts for
prompt payment are lost. Paperwork
piles up. Order processing is delayed.
More clerical help is needed.

It's possible that you might be able to
solve these problems by improving
your operating procedures, but it's
much more likely that it's time to com-
puterize or upgrade your software.
However, it's a decision you shouldn’t
make yourself without first getting
some expert advice.

It's not good practice to rely solely on
salespeople to help you make the right
decision. No matter how honest the
salesperson or consultant is, the advice
you'll get is that you definitely need
their products. Instead, consult with

your accountant. He's familiar with
your business and your accounting
system and can give you the objective
advice you need.

Many business people think that in-
stalling a computer system means that
their business has “arrived”. Comput-
erize to make your business more ef-
ficient and as a useful tool to make it
more successful.

What a computer can do

A computer will handle your paper-
work so much faster. Invoices will go
out on time so your cash flow will be
improved. Order processing will be
quicker so shipments will be made
sooner which will also beef up cash
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Avoid the capital gains tax through
like-kind exchanges. In the event
you have income-producing prop-
erty with unrealized gains that you
want to sell to purchase another
income-producing property, if you
swap the properties, no capital gains
tax will be due on the exchange.

Loophole. Make Roth IRA gifts

to children. When a child of any
age has earned income, he/she
qualifies to contribute to a Roth

IRA. And this contribution can be
made with funds you provide to the
child. Benefit: The funds move from
your taxable account to earning
returns in the Roth IRA that may
compound totally tax free for the
child's entire life. A Roth IRA contri-
bution made during teenage years
that compounds over decades may
provide a tremendous payoff.

Loophole. Payroll taxes. For indi-
viduals who operate their business
as a sole proprietorship wages paid
to their children who are under the
age of 18 do not have to pay the
business social security tax of 7.65%
on those wages. Added benefit:
The children do not have to pay their
share of the social security tax, too.

How Rapid Business Success
Can Lead to Unexpected Failure

here are times when a rapidly

growing business is so successful
that it suddenly finds itself in real trou-
ble. As one success follows another,
management becomes too risk-orient-
ed and before long, the company dis-
covers that its growth has outstripped
its financial resources. The result is a
negative cash flow position that makes
it virtually impossible to operate.

In the glow of success, some growth-
minded entrepreneurs tend to create
their own cash flow problems. They of-
fer overly generous credit to customers
who don't deserve it. They fail to realize
that current expenses - such as payroll
- won't wait and are sometimes pay-
able before sufficient receivables have
been collected.

The faster the growth, the greater the
cash shortfall, and the "successful”
company may soon find that it can't

pay its bills. If the business is not able
to get additional financing, it may be
forced to close its doors.

Rapidly growing companies should
take steps to prevent this situation
before it happens. The impact of ex-
tended credit terms should be careful-
ly measured against expenses before
credit is granted.

Cash flow projections should be re-
viewed constantly. Receivables should
be closely monitored and strong collec-
tion procedures should be consistently
enforced. Payment schedules should
be negotiated with vendors. And
additional sources of capital should
be explored before a cash crunch hits,
so that operating funds are available
when they're needed.

Without these safeguards, rapid
success can mean unexpected failure.

For Emergency Help from the
IRS Use Form 911

here is now a written procedure

to request the IRS to stop
imminent action. If you expect the
IRS to commence imminent action
against you, you can apply to stop
that action if it will cause serious
hardship.

To get emergency help, use Form 911.
It's called Application for Taxpayer
Assistance Order. Complete the form
and send it to your local Taxpayer

Advocate Office. Forthe address of the
Taxpayer Advocate Office in your area,
call the National Taxpayer Advocate
toll free number 1-877-777-4778.

A Form 911 application is given top
priority by the Taxpayer Advocate
Office. All enforcement action is
halted while your application is being
reviewed. The IRS states that most
taxpayers can expectactiononaForm
911 application within one day.







