STRIKING

What You Need to Know About
Taxes and Your Small Business




CALIFORNIA,

thousands of small businesses start up. Unfortunately, thousands of small
businesses also go out of business each year. The Internal Revenue Service
(IRS) and California state tax agencies work together to educate small business
owners about business tax obligations and to direct them to appropriate
sources within each agency for accurate information. Your city or county may
have tax or license requirements not covered in this publication. For additional
information on local tax or license requirements, visit www.calgold.ca.gov.

For the new business owner, one of the first critical questions is deciding which
form of ownership will best meet your business needs. Although there are
many forms of businesses to choose from, listed below are the most common
types used by start-up businesses.

Sole Proprietor. A sole proprietorship is a business owned and operated
by one individual. The owner is personally liable for all obligations
(including debts) of the business, entitled to all of its profits, and exercises
complete managerial control. The profits or losses generated from the sole
proprietorship are reported on the individual’s personal income tax return.
A sole proprietorship is the easiest form of business to set up and most
common for the small business owner.

Partnership. A partnership is a business entity that can be created by two
or more persons who agree to carry on a trade or business. Each person
contributes things such as money, property, labor, or skill, and shares in

the profits and losses of the business. A partnership must file an annual
information return to report the income, deductions, gains, losses, etc.,
from its operations. The profits or losses generated by a partnership “flow
through” to its partners and each partner is responsible for paying taxes on
their distributed share.

Corporation. A corporation is a separate legal entity owned by shareholders.
Corporations are taxed annually on their earnings and the shareholders

are taxed on any earnings distributed as dividends. This form of business
allows prospective shareholders to exchange money, property, or both for
the corporation’s capital stock. The process of creating a corporation, called
incorporation, gives the company separate legal standing from its owners
and protects the owners from being personally liable in the event that the
company is sued.

Limited Liability Company (LLC). An LLC is a newer form of business
entity. It has advantages over corporations and partnerships. The LLC's main
advantage over a partnership is that, like the owners (shareholders) of a civil
law corporation, the liability of the owners (members) of an LLC for debts
and obligations of the LLC is limited to their financial investment. However,
like a general partnership, members of an LLC have the right to participate
in the management of the LLC, unless the LLC's articles of organization and
operating agreement provide that the LLC is to be managed by managers.


http://www.calgold.ca.gov

www.taxes.ca.gov

www.business.

ca.gov



http://www.taxes.ca.gov
http://www.business.ca.gov
http://www.business.ca.gov
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INTRODUCTION

The Internal Revenue Service (IRS) administers all federal taxes except alcohol, tobacco, and customs duties. For
information on other federal taxes, please contact the IRS at 1-800-829-1040, or visit www.irs.gov.

The Franchise Tax Board (FTB) administers two of California’s major tax programs essential to our state—Personal Income
Tax and Corporation Tax. For more information on FTB programs and detailed information on small business filing
requirements, please contact the FTB at 1-800-852-5711, or visit www.ftb.ca.gov.

The Employment Development Department (EDD) administers four state payroll taxes—Unemployment Insurance (Ul),
Employment Training Tax (ETT), State Disability Insurance (SDI), and Personal Income Tax (PIT). The EDD offers several
electronic filing and payment options through the e-Services for Business. For more information on this program and
detailed information on employer requirements, please contact the EDD at 1-888-745-3886, or visit www.edd.ca.gov.

The California State Board of Equalization (BOE) administers more than 30 tax and fee programs that generate revenue
essential to our state. More than one million businesses in nearly every field of commercial activity are registered

with the BOE. For more information on these programs, please contact the BOE at 1-800-400-7115 (TTY:711), or visit
www.boe.ca.gov.

Now that you have your own business, you have different tax requirements than you had as an employee. Forms you may
have to file as a small business owner in California are listed in the next few sections.


http://www.irs.gov
http://www.ftb.ca.gov
http://www.edd.ca.gov
http://www.boe.ca.gov
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ON YOUR INCOME — TAXES ADMINISTERED BY THE
INTERNAL REVENUE SERVICE (IRS)

Federal Income Tax

To report the income from your business, you must file Form 1040, U.S. Individual Income Tax Return, instead of 1040-EZ
or 1040-A, and attach a Schedule C, Profit or Loss From Business, or Schedule C-EZ, Net Profit From Business (see IRS
publication 334, Tax Guide for Small Business).

Federal income tax is a pay-as-you-go tax. Formerly, if you were an employee, your employer withheld income tax
from your pay. As the owner of your own business, if your taxes are not withheld in the normal course of your business,
you must make estimated tax payments using Form 1040-ES, Estimated Tax for Individuals. Any tax still due after all
estimated tax payments have been submitted must be paid with the income tax return (see IRS publication 505, Tax

Withholding and Estimated Tax).

TAX REPORT TO

ON YOUR INCOME THE INTERNAL REVENUE SERVICE

Form 1040, U.S. Individual Income Tax Return,
Schedule C, Profit or Loss From Business, or
Schedule C-EZ, Net Profit From Business, and

Schedule SE, Self-Employment Tax

THE INTERNAL REVENUE SERVICE

Form 941, Employers Quarterly Federal Tax Return, or

IF YOU HAVE EMPLOYEES

Form 944, Employers Annual Federal Tax Return
Form W-2, Wage and Tax Statement
Form W-3, Transmittal of Wage and Tax Statements

Form 940, Employer’s Annual Federal Unemployment (FUTA)
Tax Return

IF YOU SELL MERCHANDISE THERE IS NO FEDERAL SALES TAX

For fast, easy, and accurate filing, use our electronic filing options listed, beginning on page 12.


https://www.irs.gov/pub/irs-pdf/p334.pdf
https://www.irs.gov/pub/irs-pdf/p334.pdf
https://www.irs.gov/pub/irs-pdf/p505.pdf
https://www.irs.gov/pub/irs-pdf/f1040.pdf
https://www.irs.gov/uac/Schedule-C-(Form-1040),-Profit-or-Loss-From-Business
https://www.irs.gov/pub/irs-pdf/f1040sce.pdf
https://www.irs.gov/pub/irs-pdf/f1040sse.pdf
https://www.irs.gov/pub/irs-pdf/f941.pdf
https://www.irs.gov/pub/irs-pdf/f944.pdf
https://www.ssa.gov/employer/
https://www.ssa.gov/employer/
https://www.irs.gov/pub/irs-pdf/f940.pdf
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Sole Proprietors and Small Business Owners

WHAT FORM DO WHERE DO | FILE

WHEN IS IT DUE?

| USE? AND PAY?

Refer to Form 1040,

Form 1040, and attach Instructions, or visit
Schedule C, or April 15 of the WWW.irs.gov.
Schedule C-EZ, and following year

Schedule SE Keyword(s):
"where to file”

Four times a year: Refer to Form 1040-ES,

PAYING - April 15 Instructions, or visit

ESTIMATED Sl [pry e o il - June 15 WWW.irs.gov.
TAXES Form 1040-ES.* - September 15 K dls):
- January 15 eywordis):

"estimated taxes”

of the following year

For fast, easy, and accurate filing, use our electronic filing options listed, beginning on page 12.

*Any tax still due must be paid with the return.

IF YOU HAVE EMPLOYEES — TAXES ADMINISTERED BY THE
INTERNAL REVENUE SERVICE (IRS)

Federal Employment Tax
Federal law requires you, as an employer, to withhold, report, and pay to the federal government certain deductions
from your employees’ wages. You must deduct:

® The employees’ federal income tax;

® The employees’ contribution to Social Security tax; and

® The employees’ contribution to Medicare.

As an employer, you must also report and pay a matching contribution to the Federal Insurance Contributions Act (FICA)
(see IRS publication 15, [Circular E], Employer’s Tax Guide).

You must apply for an Employer Identification Number (EIN) using Form SS-4, Application for Employer Identification
Number. Apply online at www.irs.gov (keyword “online EIN"). Use this EIN to identify your business when you report
federal employment taxes. You report these taxes each quarter on Form 941, Employers Quarterly Federal Tax Return,
or, if qualified, report yearly on Form 944, Employers Annual Federal Tax Return.


https://www.irs.gov/pub/irs-pdf/f1040.pdf
https://www.irs.gov/uac/Schedule-C-(Form-1040),-Profit-or-Loss-From-Business
https://www.irs.gov/pub/irs-pdf/f1040sce.pdf
https://www.irs.gov/pub/irs-pdf/f1040sse.pdf
http://www.irs.gov
https://www.irs.gov/pub/irs-pdf/f1040es.pdf
http://www.irs.gov
https://www.irs.gov/pub/irs-pdf/p15.pdf
https://www.irs.gov/pub/irs-pdf/fss4.pdf
http://www.irs.gov
https://www.irs.gov/pub/irs-pdf/f941.pdf
https://www.irs.gov/pub/irs-pdf/f944.pdf
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Federal Employment Tax

QUARTER DATE QUARTER ENDS DUE DATE OF THE RETURN

First

January, February, March March 31 April 30

Z:iicl’?lt\d/lay, June June 30 July 31

I:l‘liyr,dAugust, September September 30 October 31

gc:cl;oher, November, December December 31 January 31 of the following year

At the end of the year (by the following January 31), you must give each of your employees a Form W-2, Wage and Tax
Statement, reporting the employee’s total wages earned and the federal and state taxes withheld, plus contributions
to benefit plans. You must file copies of all Forms W-2 and a consolidating Form W-3, Transmittal of Wage and Tax
Statements, with the Social Security Administration by the last day of February. The forms are due March 31, if filed
electronically.

The law requires you to deposit these taxes on a regularly scheduled basis using the Electronic Federal Tax Payment
System® (EFTPS) if they total $2,500 or more for the quarter. How often you have to make these deposits depends on
the amount of employment taxes you owed previously. As a new employer, you will most likely be required to deposit
once a month. Any tax still due by the due date must be paid with the return (see IRS publication 15, [Circular E],
Employer’s Tax Guide). You will make all deposits using the EFTPS®.

It is important to properly classify people who work for you as employees or independent contractors. Factors to
consider can be found in IRS publication 15-A, Employer’s Supplemental Tax Guide, and EDD Form DE 231, Information
Sheet: Employment. Contact the IRS and EDD if you have questions or need more information.


https://www.ssa.gov/employer/
https://www.ssa.gov/employer/
https://www.eftps.gov/eftps/
https://www.eftps.gov/eftps/
https://www.irs.gov/pub/irs-pdf/p15.pdf
https://www.irs.gov/pub/irs-pdf/p15a.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de231.pdf
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FILING

PAYING

WHAT FORM DO
1 USE?

Form 941 or
Form 944 (if qualified)

Form W-2

Copies of Form W-2 and
Form W-3

Submit payment through

the Electronic Federal Tax

Payment
System (EFTPS®).

WHEN IS IT DUE?

Form 941:

- April 30
- July 31
- October 31
- January 31
of the following year

Form 944:

- January 31
of the following year

January 15
of the following year

February 28 of the
following year or
March 31, if filed
electronically

New business owners

are generally monthly
depositors. See IRS
publication 15, (Circular E),
Employers Tax Guide, or
visit www.irs.gov.

Keyword(s):
“payroll deposits”

WHERE DO | FILE

AND PAY?

Refer to Form 941
or 944, Instructions, or
visit www.irs.gov.

Keyword(s):
"where to file”

Give to your
employees

File electronically at:
www.ssa.gov/employer
Mail to:

Social Security
Administration

Data Operations Center
Wilkes-Barre, PA
18769-0001

Use your computer
or telephone to pay
electronically using
EFTPS®. Enroll at
www.EFTPS.gov or
contact EFTPS® at
1-800-555-4477.

For fast, easy, and accurate filing, use our electronic filing options listed, beginning on page 12.

Agricultural employers file Form 943, Employer’s Annual Tax Return for Agricultural Employees,
instead of Form 941. The form is due by January 31 of the following year.



https://www.irs.gov/pub/irs-pdf/f941.pdf
https://www.irs.gov/pub/irs-pdf/f944.pdf
http://www.irs.gov
https://www.ssa.gov/employer/
https://www.ssa.gov/employer/
https://www.ssa.gov/employer/
http://www.ssa.gov/employer
https://www.irs.gov/pub/irs-pdf/p15.pdf
http://www.irs.gov
https://www.eftps.gov/eftps/
https://www.irs.gov/pub/irs-pdf/f943.pdf
https://www.irs.gov/pub/irs-pdf/f941.pdf
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Federal Unemployment Tax Act (FUTA)

The law requires you, as an employer, to pay a tax that is used to administer your state’s unemployment program. You
report this tax annually on Form 940, Employer’s Annual Federal Unemployment (FUTA) Tax Return. You use the same
Employer Identification Number (EIN) that you reported on Form 941, Employer’s Quarterly Federal Tax Return. You
must make federal tax deposits for accumulated FUTA taxes that total over $500 at the end of any quarter. Any tax still
due by the due date indicated on Form 940 must be paid with the return (see IRS publication 15, [Circular E], Employer’s

Tax Guide).

WHAT FORM DO

” WHERE DO | FILE
| USE? WHEN IS IT DUE?

AND PAY?

Refer to Form 940,
Instructions, or visit

January 31 WWW.irs.gov.
Form 940 of the following year
Keyword(s):
“where to file”

Use your computer

Submit payment through - April 30 olr telephor?le to pay
the Electronic Federal - July 31 electronically using
PAYING - October 31 EFTPS®. Enroll at
Tax Payment System
(EFTPS®) - January 31 www.EFTPS.gov or
: of the following year contact EFTPS® at

1-800-555-4477.

For fast, easy, and accurate filing, use our electronic filing options listed, beginning on page 12.


https://www.irs.gov/pub/irs-pdf/f940.pdf
https://www.irs.gov/pub/irs-pdf/f941.pdf
https://www.irs.gov/pub/irs-pdf/p15.pdf
https://www.irs.gov/pub/irs-pdf/f940.pdf
http://www.irs.gov
https://www.eftps.gov/eftps/
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ON YOUR INCOME — TAXES ADMINISTERED BY THE
FRANCHISE TAX BOARD (FTB)

California State Income Tax

If you are a California resident, and meet the filing requirements for income earned, in general, you must file Form 540,
California Resident Income Tax Return. If you are a nonresident or part-year resident of the state, and meet the filing
requirements for income earned, in general, you must file Form 540-NR, California Nonresident or Part-Year Resident
Income Tax Return. To report the income from your business, attach Form 540 or Form 540-NR to a copy of your

federal tax return, including Form 1040 — Schedule C, Profit or Loss From Business, or Form 1040 C-EZ, Net Profit From
Business. There are differences between California and federal law. Use Form 540 — Schedule CA, California Adjustments
— Residents, or Form 540-NR - Schedule CA, California Adjustments — Nonresidents and Part-Year Residents, to make
adjustments to your federal adjusted gross income, and to your federal itemized deductions using California law.

Generally, in California, estimated tax payments are required if your taxes are not withheld in the normal course of your
business. Use Form 540-ES and the California Estimated Tax Worksheet, to determine if you owe tax, and to figure the
required amounts. Go to www.ftb.ca.gov and search for Form-ES, Instructions. Any tax still due after all estimated tax
payments have been submitted must be paid with the return.

TAX REPORT TO

ON YOUR INCOME THE FRANCHISE TAX BOARD

Form 540, California Resident Income Tax Return
Form 540-Schedule CA, California Adjustments—Residents
Form 540-NR, California Nonresidents or Part-Year Resident Income Tax Return, and

Form 540-NR-Schedule CA, California Adjustments—Nonresidents and
Part-Year Residents

Form 540-ES, Estimated Tax for Individuals

IF YOU HAVE
EMPLOYEES THE EMPLOYMENT DEVELOPMENT DEPARTMENT

Form DE 88ALL, Payroll Tax Deposit Coupon,

Form DE 9,* Quarterly Contribution Return and Report of Wages, and
Form DE 9C,* Quarterly Contribution Return and Report of Wages (Continuation)

*Not all employer types are required to file the DE 9 and the DE 9C. If you are unsure of your
employer type, please call the EDD Taxpayer Assistance Center at 1-888-745-3886.

IF YOU SELL
MERCHANDISE THE CALIFORNIA STATE BOARD OF EQUALIZATION

Form BOE-401-A2, State, Local, and District Sales and Use Tax Return, or
Form BOE-401-EZ, Short Form-Sales and Use Tax Return

WITH

For fast, easy, and accurate filing, use our electronic filing options listed, beginning on page 13.


https://www.ftb.ca.gov/forms/search/index.aspx
https://www.ftb.ca.gov/individuals/fileRtn/Nonresidents_PartYear_Residents_forms_pubs.shtml
https://www.irs.gov/pub/irs-pdf/f1040sc.pdf
https://www.irs.gov/uac/Schedule-C-EZ-(Form-1040),-Net-Profit-From-Business
https://www.ftb.ca.gov/forms/search/index.aspx
https://www.ftb.ca.gov/individuals/fileRtn/Nonresidents_PartYear_Residents_forms_pubs.shtml
https://www.ftb.ca.gov/individuals/fileRtn/Nonresidents_PartYear_Residents_forms_pubs.shtml
http://www.ftb.ca.gov
https://www.ftb.ca.gov/individuals/fileRtn/Nonresidents_PartYear_Residents_forms_pubs.shtml
https://www.ftb.ca.gov/forms/search/index.aspx
https://www.ftb.ca.gov/forms/search/index.aspx
https://www.ftb.ca.gov/individuals/fileRtn/Nonresidents_PartYear_Residents_forms_pubs.shtml
https://www.ftb.ca.gov/individuals/fileRtn/Nonresidents_PartYear_Residents_forms_pubs.shtml
https://www.ftb.ca.gov/individuals/fileRtn/Nonresidents_PartYear_Residents_forms_pubs.shtml
http://www.edd.ca.gov/pdf_pub_ctr/de88all.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de9.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de9c.pdf
http://www.boe.ca.gov/pdf/boe401a2.pdf
http://www.boe.ca.gov/pdf/boe401ez.pdf
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Sole Proprietors and Small Business Owners

WHAT FORM DO WHERE DO | FILE

WHEN IS IT DUE?

1 USE? AND PAY?

Form 540 or Form 540-NR, Refer to Form 540,

and attach Form 540- April 15 of the | . .
. nstructions, or visit

Schedule CA or following year fb

Form 540-NR-Schedule CA WWWTED.ca.gov:

Four times a year: Refer to Form 540-ES,

‘ . - April 15** Instructions, or visit
Submit payment with - June 15** www.ftb.ca.gov.
Form 540-ES.* - September 15**

- January 15**
of the following year

PAYING

ESTIMATED
TAXES

Keyword(s):
"estimated taxes”

For fast, easy, and accurate filing, use our electronic filing options listed, beginning on page 13.

*Tax still due must be paid with the return. When the due date falls on a weekend or holiday, the deadline to file and pay without a
penalty is extended to the next business day.

**California differs from federal. To avoid an estimated penalty, you must pay at least:
« First Quarter (April 15)—30 percent
« Second Quarter (June 15)—40 percent
« Third Quarter (September 15)—0 percent (No estimated payment is required for the third installment.)
« Fourth Quarter (January 15 of the following taxable year)}—30 percent

IF YOU HAVE EMPLOYEES — TAXES ADMINISTERED BY THE
EMPLOYMENT DEVELOPMENT DEPARTMENT (EDD)

California State Employment Tax

State law requires you to register with the EDD within 15 days of paying wages over $100 in a calendar quarter. When
you register, you must provide the EDD with your Federal Employer Identification Number. (The IRS calls this your
EIN; the EDD calls this your FEIN.) The EDD will assign you a state employer payroll tax account number, which will be
preprinted on all of your EDD reports to identify your business to the state.

You must report and pay the following employment taxes to the EDD:

¢ Unemployment Insurance;
¢ Employment Training Tax;
e State Disability Insurance (which includes Paid Family Leave); and

e California Personal Income Tax.

Unemployment Insurance (Ul) contributions and Employment Training Tax (ETT) are paid by you, the employer. State
Disability Insurance (SDI) (which includes Paid Family Leave) and California Personal Income Tax (PIT), are withheld from
your employees’ wages.

Employers should complete and file forms DE 9, Quarterly Contribution Return and Report of Wages, and DE 9C,
Quarterly Contribution Return and Report of Wages (Continuation), quarterly to report your employees’ wages,


https://www.ftb.ca.gov/forms/search/index.aspx
https://www.ftb.ca.gov/individuals/fileRtn/Nonresidents_PartYear_Residents_forms_pubs.shtml
https://www.ftb.ca.gov/forms/search/index.aspx
https://www.ftb.ca.gov/forms/search/index.aspx
https://www.ftb.ca.gov/individuals/fileRtn/Nonresidents_PartYear_Residents_forms_pubs.shtml
http://www.ftb.ca.gov
https://www.ftb.ca.gov/individuals/fileRtn/Nonresidents_PartYear_Residents_forms_pubs.shtml
http://www.ftb.ca.gov
http://www.edd.ca.gov/pdf_pub_ctr/de9.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de9c.pdf
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PIT withheld, and to reconcile your employer payroll tax account. Household employers who elect to become an
annual household employer file forms DE 3BHW, Employer of Household Worker(s) Quarterly Report of Wages and
Withholdings, and DE 3HW, Employer of Household Worker(s) Annual Payroll Tax Return. For further information on
household employers, refer to the DE 8829, Household Employer’s Guide. For all other employer types, refer to the
DE 44, California Employer’s Guide.

State law requires you to pay Ul contributions and ETT quarterly. You may need to pay the taxes you withheld from your
employees’ wages (SDI and PIT), generally on the same date your federal deposit is due.

It is important to properly classify people who work for you as employees or independent contractors. Factors to
consider can be found in IRS publication 15-A, Employers Supplemental Tax Guide, and EDD Form DE 231, Information
Sheet: Employment. Contact the IRS and EDD if you have questions or need more information.

WHAT FORM DO

| USE? WHEN IS IT DUE? WHERE DO | FILE AND PAY?

File electronically at:

Tax returns and wage e-Services for Business

reports are filed on - April 1 www.eo{d.ca.gov/e-Serv:ces_
forms DE 9* and DE 9C*, - July 1 for_Business.

or by the EDD e-Services - October 1 Mall to:

for Business at - January 1 |

www.edd.ca.gov/e- of the following year** Employment Development
Services_for _Business. Department

PO Box 989071
West Sacramento, CA 95798-9071

SDI and PIT deposit due File electronically at:

Submit payment with dates are basgd on your e-Services for Business

form DE 88ALL, Payroll federal deposit schedule www.edd.ca.gov/e-Services_for_
requirement and the Business.

Tax Deposit Coupon, or
PAYING by the EDD e-Services
for Business at www.
edd.ca.gov/e-Services_

amount of PIT withheld (see
DE 44, California Employer’s Pay to:
Guide); Ul and ETT

Employment Development
payments are due by the

5 Department
for_Business. end of the month of each POpBox 826276
calendar quarter. Sacramento, CA 94230-6276

For fast, easy, and accurate filing, use our electronic filing options listed, beginning on page 13.

*Note: Not all employer types are required to file the DE 9 and DE 9C. If you are unsure of your employer type, please
call the EDD Taxpayer Assistance Center at 1-888-745-3886.

**Note: Forms are considered delinquent if not received within thirty (30) days of the due date. Refer to the current year
EDD form DE 44, California Employer’s Guide, at www.edd.ca.gov/Payroll_Taxes/Forms_and_Publications.htm for
additional information.

Beginning January 1, 2017, employers with 10 or more employees will be required to electronically submit all
employment tax returns, wage reports, and payroll tax deposits. All remaining employers will be required to
electronically file and pay effective January 1, 2018.



http://www.edd.ca.gov/pdf_pub_ctr/de3bhw.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de3hw.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de8829.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de44.pdf
https://www.irs.gov/pub/irs-pdf/p15a.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de231.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de9.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de9c.pdf
http://www.edd.ca.gov/Payroll_Taxes/e-Services_For_Business.htm
http://www.edd.ca.gov/Payroll_Taxes/e-Services_For_Business.htm
http://www.edd.ca.gov/Payroll_Taxes/e-Services_For_Business.htm
http://www.edd.ca.gov/Payroll_Taxes/e-Services_For_Business.htm
http://www.edd.ca.gov/pdf_pub_ctr/de88all.pdf
http://www.edd.ca.gov/Payroll_Taxes/e-Services_For_Business.htm
http://www.edd.ca.gov/Payroll_Taxes/e-Services_For_Business.htm
http://www.edd.ca.gov/Payroll_Taxes/e-Services_For_Business.htm
http://www.edd.ca.gov/pdf_pub_ctr/de44.pdf
http://www.edd.ca.gov/Payroll_Taxes/e-Services_For_Business.htm
http://www.edd.ca.gov/Payroll_Taxes/e-Services_For_Business.htm
http://www.edd.ca.gov/Payroll_Taxes/Forms_and_Publications.htm
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TAXES AND FEES ADMINISTERED BY THE CALIFORNIA
STATE BOARD OF EQUALIZATION (BOE)

California State Sales and Use Tax

Tax programs administered by the BOE are concentrated in three general areas—sales and use taxes, special taxes and
fees, and property taxes. This publication covers the federal and tax filing requirements for small businesses that are set
up as sole proprietorships; therefore, sales and use taxes and special taxes and fees for small businesses are the areas of

focus.

Generally, sales tax applies to retail sales of tangible personal property sold in California. The State of California requires
you to register with the BOE. You must obtain a seller's permit and report and pay any sales tax on your taxable sales,
and pay any use tax due on items purchased to help you run your business. To report your taxes, use form BOE-401-A2,
State, Local, and District Sales and Use Tax Return, or BOE-401-EZ, Short Form-Sales and Use Tax Return. How often
you must report and the method used to pay your sales tax depends on the amount of your taxable sales. For more
information, please visit our website at www.boe.ca.gov.

WHAT FORM DO

| USE? WHEN IS IT DUE? WHERE DO | FILE AND PAY?
At the end of the month File electronically at:
LO;:,?C‘:\QT]Q eachireponting www.boe.ca.gov/File_a_Return.htm
Form BOE-401-A2 ' Mail to:
or BOE 401-EZ - Monthly, o
- Quarterly, State Board of Equalization
- Fiscal Yearly, or PO Box 942879
- Annually Sacramento, CA 94279-0001
Refer to Form(s)
) When the return is due: BOE-401-A2 or
Submit payment BOE-401-EZ,
PAYING with Form - il Instructions, or visit
BOE-401-A2 or - Quarterly, www.boe.ca.gov
BOE-401-EZ - Fiscal Yearly, or
- Annually Keyword(s):

“make a payment”

For fast, easy, and accurate filing, use our electronic filing options listed, beginning on page 14.

California State Special Taxes and Fees

The BOE is the sole administrative agency for the following special tax programs: Cigarette and Tobacco Products Tax,
Cigarette and Tobacco Products Licensing Program, Diesel Fuel Tax, Use Fuel Tax, and Interstate User Tax.

The BOE is one of several agencies charged with administration of several special tax and fee programs. Depending

on the nature of your business, you may also be required to register to report and pay under these administered
programs. For a complete listing of special taxes and fees administered by the BOE, see publication 41, Taxes and Fees
Administered by the Board of Equalization located at www.boe.ca.gov.


http://www.boe.ca.gov/pdf/boe401a2.pdf
http://www.boe.ca.gov/pdf/boe401ez.pdf
http://www.boe.ca.gov
http://www.boe.ca.gov/pdf/boe401a2.pdf
http://www.boe.ca.gov/pdf/boe401ez.pdf
http://www.boe.ca.gov/File_a_Return.htm
http://www.boe.ca.gov
http://www.boe.ca.gov/pdf/pub41.pdf
http://www.boe.ca.gov
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HOW TO FILE AND PAY YOUR TAXES ELECTRONICALLY

Enjoy the benefits of filing and paying electronically. The IRS and state taxing agencies want you to know about the
fastest and easiest ways to file and pay your taxes.

If you can access the Internet, you can file your tax return online from the convenience of your work, home, school, or
other public Web access locations. Tax preparation software is available at many retail outlets and on the Internet. If you
use the services of a tax preparer, he or she will file online for you.

The following reflects the services each agency provides. Contact the appropriate agency for more information (toll-free
telephone numbers and Internet addresses are listed on the back cover of this publication).

IRS

Whether you're a business, big or small, or are self-employed, you'll find IRS e-file for business filing options that meet
your needs. IRS e-file is available for sole proprietors’, individual tax returns, corporations, partnerships, employment
taxes, and information returns.

Forms 941 and 940 e-file Program—Form 941, Employer’s Quarterly Federal Tax Return, and Form 940, Employer’s
Federal Unemployment (FUTA) Tax Return, can be filed through your tax professional, payroll service provider, or by
accessing approved software providers at www.irs.gov.

Forms 1099 can be filed using Filing Information Returns Electronically (FIRE). Find more details at www.irs.gov using
keyword "“FIRE."”

Forms W-2 can be filed quickly and easily using Social Security’s Business Services Online (BSO). You can find all the
details at www.socialsecurity.gov/employer.

Payment Options

¢ Direct Pay — Use this secure service to pay your individual tax bill or estimated tax payment directly from your
checking or savings account at no cost to you. You'll receive instant confirmation that your payment has been
submitted. Just follow the easy steps. Bank account information is not retained in IRS systems after payments are
made.

e EFTPS® - EFTPS® is a system for paying federal taxes electronically using the Internet, or by telephone using the
EFTPS® Voice Response System. EFTPS® is offered at no cost by the U.S. Department of Treasury. You must make
your federal tax deposits and may make other tax payments electronically using EFTPS®.

e Credit Card - You can pay by Internet, telephone, or mobile device whether you file online, paper file, or
are responding to a bill or notice. It's safe and secure—the IRS uses standard service providers and business/
commercial card networks, and your information is used solely to process your payment. A convenience fee is
charged when paying by credit card.


https://www.irs.gov/pub/irs-pdf/f941.pdf
https://www.irs.gov/pub/irs-pdf/f940.pdf
http://www.irs.gov
https://apps.irs.gov/app/picklist/list/formsPublications.html
http://www.irs.gov
https://apps.irs.gov/app/picklist/list/formsPublications.html
http://www.socialsecurity.gov/employer
https://www.irs.gov/Payments/Direct-Pay
https://www.eftps.gov/eftps/
https://www.irs.gov/uac/Pay-Taxes-by-Credit-or-Debit-Card
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FTB

E-filing with FTB ensures more accurate tax returns because e-file software and the e-file process verify certain aspects
of the return before it is accepted for processing. Because of this verification, e-file returns have the lowest error rate
of all returns filed. In addition, taxpayers and tax practitioners know their return was received, as an acknowledgment is
sent for each return filed.

FTB offers many online services to assist you, including:

Check your refund status.

Use MyFTB Account to check your wage and withholding data, plus your balance due or payments
made—great for estimate paying taxpayers.

Note: To qualify for MyFTB, you must have filed a California tax return in one of the last five years. If you use
CalFile (e-file your state tax return directly to FTB), you may register without having a previous tax return on file.
Web Pay to make payments from your bank account or by credit card.

Apply for an installment agreement.

Email your tax questions.

Find answers to tax questions.

FTB has expanded e-file options for businesses. Find business entity e-file requirement information at www.ftb.ca.gov
and search for “business entity e-file.”

Payment Options

Web Pay — Make a payment from your checking or savings account.

Credit Card - Pay with your Discover®/Novus®, MasterCard®, Visa®, or American Express®. Official Payments
Corporation charges a fee for this service.

Western Union - Pay online, by telephone, or in person at one of their worldwide offices. Western Union charges
a fee for this service.

Mail — Pay with a check or money order, and mail your payment to:

Franchise Tax Board
PO Box 942867
Sacramento, CA 94267-0001

In Person — Pay at one of our field offices. All offices accept checks and money orders. However, only our
Sacramento and Santa Ana field offices accept cash. Visit www.ftb.ca.gov for a list of field offices and their hours
of operation.


https://www.ftb.ca.gov/individuals/efile/allsoftware.shtml
https://www.ftb.ca.gov/online/refund/
https://www.ftb.ca.gov/online/myacct/
https://www.ftb.ca.gov/online/calfile/
https://www.ftb.ca.gov/online/webpay/Business_Entities.asp?WT.mc_id=Business_Online_WebPay&WT.svl=BWP2
http://www.ftb.ca.gov
https://www.ftb.ca.gov/online/webpay/Business_Entities.asp?WT.mc_id=Business_Online_WebPay&WT.svl=BWP2
https://www.ftb.ca.gov/online/credit_card_businesses.shtml?WT.mc_id=Business_Online_CreditCard&WT.svl=BCC1
https://www.ftb.ca.gov/online/wstrnunion.shtml
http://www.ftb.ca.gov
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BOE

Depending on your type of business, the BOE offers convenient online filing services for eligible accounts. For those
taxpayers or feepayers who have accounts that are not eligible to file online, the BOE will mail you the return or report
required at the end of the reporting period. If you do not receive a return within ten business days after the end of the
reporting period, please contact the BOE for a replacement return. For more information, visit the BOE's website at
www.boe.ca.gov. Don't wait, start filing online today.

BOE also offers a number of other convenient payment methods for our taxpayers and feepayers to apply toward
current and past due liabilities. Usually, taxpayers or feepayers filing a return also make a payment at the same time.
You can make payments directly from your bank account, credit card, check, or money order. In addition, some of our
customers are required to make payments through an Electronic Funds Transfer (EFT), see www.boe.ca.gov/elecsrv/
payment.htm. For information on other BOE online services, see publication 439, Online Services.

Payment Options

¢ Pay Direct From Your Bank Account — To make a payment or to file your return, log in with your User ID or
Express Login. There is no fee to use this service. You will need the following bank account information: bank
routing number, bank account number, and account type—checking or savings.

¢ Credit Card Payment — You can use your, Discover®/Novus®, MasterCard®, Visa®, or American Express® to make
payments. The BOE accepts credit card payments over the Internet or with your touch tone phone. Please note
that a service fee of 2.3 percent of the transaction amount will be charged by the credit card processing vendor.
This service fee is retained by the vendor and is not revenue to the BOE. The minimum fee is $1.

¢ Electronic Funds Transfer (EFT) Payment —
- Log in to make your EFT payment and file your return in one transaction.
- Third-Party Vendor - Initiate a separate EFT payment through the state data collector.

EDD

Payment Options

* e-Services for Business — The EDD e-Services for Business allows employers and employer representatives/payroll
agents to manage their employer payroll taxes online at no cost. With a simple one-time enrollment, e-Services for
Business can be used to electronically submit employment tax returns, wage reports, and payroll tax deposits 24
hours a day, 7 days a week. e-Services for Business. It's fast, easy, and secure! Visit www.edd.ca.gov/e-Services_
for_business.

* Mail - Instructions for filing required forms and/or making deposits are available on the individual forms.
Commonly Used Forms
DE 1 - Commercial Employer Account Registration and Update Form
DE 4 - Employee’s Withholding Allowance Certificate
DE 88ALL - Payroll Tax Deposit
DE 9 - Quarterly Contribution Return and Report of Wages
DE 9C - Quarterly Contribution Return and Report of Wages
DE 34 - Report of New Employee(s)
DE 542 - Report of Independent Contractor(s)


http://www.boe.ca.gov
http://www.boe.ca.gov/elecsrv/payment.htm
http://www.boe.ca.gov/elecsrv/payment.htm
http://www.boe.ca.gov/pdf/pub439.pdf
http://www.boe.ca.gov/elecsrv/payment.htm
http://www.boe.ca.gov/elecsrv/payment.htm
http://www.boe.ca.gov/elecsrv/payment.htm
http://www.edd.ca.gov/Payroll_Taxes/e-Services_for_Business.htm
http://www.edd.ca.gov/Payroll_Taxes/e-Services_for_Business.htm
http://www.edd.ca.gov/pdf_pub_ctr/de1.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de4.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de88all.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de9.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de9c.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de34.pdf
http://www.edd.ca.gov/pdf_pub_ctr/de542.pdf
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SMALL BUSINESS RESOURCES

CalGOLD - “Permits Made Simple”- www.calgold.ca.gov

A catalog of information posted on the Internet to assist you in finding the appropriate permit information for your
business. Calgold.ca.gov provides links and contact information to agencies that administer and issue business permits,
licenses, and registration requirements from all levels of government.

SCORE - “Counselors to America’s Small Business” — www.score.org or 1-800-634-0245

Premier source of no-cost confidential advice and training for entrepreneurs with over 10,500 volunteer counselors, and
over 600 skilled working or retired business owners, executives, and/or corporate leaders sharing wisdom and lessons
learned in business.

U.S. Small Business Administration (SBA) - www.sba.gov

The SBA helps Americans start, build, and grow businesses with programs and services designed to help you succeed
through an extensive network of field offices and partnerships with public and private organizations. The SBA delivers its
services to people throughout the United States, Puerto Rico, the U.S. Virgin Islands, and Guam.

Fresno 1-559-487-5791 San Diego 1-619-557-7250 or 1-619-727-4883
Los Angeles 1-818-552-3201 San Francisco 1-415-744-6820
Sacramento 1-916-735-1700 Santa Ana 1-714-550-7420

OTHER USEFUL RESOURCES

AGENCY WEBSITE TELEPHONE NUMBER

California Code of Regulations

(CCR) www.oal.ca.gov/ccr.htm 1-916-323-6255
California Labor Code https://leginfo.legislature.ca.gov/

California State Agencies

Directory www.cold.ca.gov/agency_lookup.asp 1-800-807-6755
California Tax Service Center www.taxes.ca.gov

ﬁitt:::: g::renrclzylgent https://leginfo.legislature.ca.gov/
Department of Industrial www.dir ca.qov 1-844-LABOR-DIR or
Relations (DIR) arca.g 1-844-522-6734

Division of Occupational Safety www.dir.ca.cov/dosh/ 1-844-LABOR-DIR or
and Health (DOSH) arca.g 1-844-522-6734

FTB Legal Documents www.ftb.ca.gov/law/documents.shtml

Governor's Office of Business and

Economic Development (GO-Biz) Www.busiriess.ca.gov.


http://www.calgold.ca.gov
http://Calgold.ca.gov
http://www.score.org
http://www.sba.gov
http://www.oal.ca.gov/ccr.htm
https://leginfo.legislature.ca.gov/
http://www.cold.ca.gov/agency_lookup.asp
http://www.taxes.ca.gov
https://leginfo.legislature.ca.gov/
http://www.dir.ca.gov
http://www.dir.ca.gov/dosh/
http://www.ftb.ca.gov/law/documents.shtml
http://www.business.ca.gov/
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AGENCY WEBSITE TELEPHONE NUMBER

www.irs.gov/Tax-Professionals/Tax-Code, -

LEIRLILOZID R OIS, Regulations-and-Official-Guidance

Office of Administrative Law www.oal.ca.gov 1-916-323-6225

. 1-800-321-OSHA
OSHA (U.S.) www.osha.gov/index.html (6742)
Revenue and Taxation Code ) . .
(R&TC) https://leginfo.legislature.ca.gov/
Secretary of State WWW.S0S.€a.gov 1-916-653-7244
Social Security
(for the self-employed) (SSA) www.ssa.gov/employer 1-800-772-1213
State Department of
Consumer Affairs www.dca.ca.gov 1-800-952-5210
U.S. Bankruptcy Code www.uscode.house.gov
U.S. Code www.uscode.house.gov
U.S. Department of Labor www.dol.gov 1-866-4-USA-DOL or

1-866-487-2365

U.S. Labor Code www.uscode.house.gov


http://www.irs.gov/Tax-Professionals/Tax-Code,-Regulations-and-Official-Guidance
http://www.irs.gov/Tax-Professionals/Tax-Code,-Regulations-and-Official-Guidance
http://www.oal.ca.gov
https://www.osha.gov/index.html
https://leginfo.legislature.ca.gov/
http://www.sos.ca.gov
http://www.ssa.gov/employer
http://www.dca.ca.gov
http://uscode.house.gov
http://uscode.house.gov
http://www.dol.gov
http://uscode.house.gov
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HELPFUL TAX PUBLICATIONS

How to Order

The IRS and the California tax agencies produce many no-cost publications to help you fill out your tax returns and
to answer your tax questions. To determine which publications you need, look first at the index in the back of this
publication under your topic. Most forms and publications are available online or by telephone.

AGENCY WEBSITE TELEPHONE NUMBER

BOE - California State Board of

Equalization (State Sales and Use www. boe.ca.aov/formspubs/index htm 1-800-400-7115
Tax, Special Taxes and Fees, and ’ cag P ’ (TTY:711)

Property Tax)

EDD - Employment Development
Department www.edd.ca.gov/Forms/
(State Employment Tax)

1-888-745-3886
1-800-547-9565 (TTY)

FTB - Franchise Tax Board

Gt ez 1559 www.ftb.ca.gov/forms/index.html 1-800-338-0505

IRS - Internal Revenue Service www.irs.qov/formspubs/index.html 1-800-TAX-FORM
(Federal Taxes) irs-g P ' (1-800-829-3676)

This is a partial listing of publications offered by the Internal Revenue Service, Franchise Tax Board, Employment
Development Department, and California State Board of Equalization. You may want to order one or more of the

publications listed below.

Internal Revenue Service (IRS)

Some of these publications are available in other languages. Visit the IRS website at www.irs.gov to obtain the required
publications.

Pub 1 Your Rights as a Taxpayer—explains your rights in each step in the tax process.
Pub 1SP Derechos del Contribuyente (Spanish version of publication 1)
Pub 15 , .
(Circular E) Employer’s Tax Guide—Forms 940, 941, 944
Employer’s Supplemental Tax Guide—covers employee vs. independent contractor issues and
Pub 15A . . .
alternative withholding methods.
Employer’s Tax Guide to Fringe Benefits—provides guidance to determine the taxability of fringe
Pub 15B ' .
benefits provided to employees.
Pub 51 . . .
(Gircular A) Agricultural Employer’s Guide

Pub 225 Farmer’s Tax Guide


http://www.boe.ca.gov/formspubs/index.htm
http://www.edd.ca.gov/Forms/
www.ftb.ca.gov/forms/index.html
http://www.irs.gov/formspubs/index.html
http://www.irs.gov
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Tax Guide for Small Business—explains the tax responsibilities of the sole proprietor—Form 1040
Pub 334
(Schedule C).
Pub 463 Travel, Entertainment, Gift, and Car Expenses
Pub 505 Tax Withholding and Estimated Tax—Forms W-4, 1040-ES
Pub 509 Tax Calendars for the Current Year, or online at www.irs.gov—keyword “tax calendar”
Excise Taxes—covers in detail the various federal excise taxes reported on Form 720 (for example,
Pub 510 fuel taxes and tax on heavy trucks). This publication also describes other excise taxes and which
other forms to use—Forms 11-C, 637, 720, 720-X, 730, 1363, 2290, 2290-SP, 2290-FR, 4136, 6197,
6478, 6627, 8849, 8864.
Pub 525 Taxable and Nontaxable Income
Miscellaneous Deductions—identifies expenses you may be able to take as deductions on Form
Pub 529 .
1040, such as expenses of producing income.
Pub 531 Reporting Tip Income—explains how tip income is taxed and rules for keeping records and
reporting tips.
Pub 535 Business Expenses
Pub 536 Net Operating Losses
Pub 538 Accounting Periods and Methods
Pub 541 Partnerships—Form 1065 (Schedule K-1)
Pub 542 Corporations—Forms 1120, 1120-S
Pub 556 Examination of Returns, Appeal Rights, and Claims for Refund—Forms 1040-X, 1120-X
Retirement Plans for Small Business—explains tax considerations relevant to retirement plans
Pub 560 available to self-employed individuals, such as the simplified employee pensions (SEPs) and Keogh
plans—Forms 5305-SEP, 5500-EZ.
Pub 583 Starting a Business and Keeping Records—Form 1040 (Schedule C)
Business Use of Your Home—explains rules for claiming a deduction for business use of your home
Pub 587
and what expenses may be deducted.
Individual Retirement Arrangements (IRAs)—explains IRA tax rules and penalties. This publication
Pub 590 also includes tax rules for simplified employee pension (SEP) plans—Forms 1040, 1040-A, 5329,
8606.
Pub 594 The IRS Collection Process—defines your rights and duties as a taxpayer who owes federal taxes.

This publication also explains how the IRS fulfills its legal obligation to collect these taxes.


http://www.irs.gov
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Pub 594SP Comprendiendo el Proceso de Cobro (Spanish version of publication 594)
Pub 596 Earned Income Credit—explains who receives the credit and how to figure and claim it—
Forms 1040, 1040-A (Schedule EIC).
Pub 596SP Credito por Ingreso del Trabajo (Spanish version of publication 596)
Glossary of Words and Phrases (available in English, Chinese, Traditional Chinese, Korean, Russian,
Pub 850 . .
Spanish, and Vietnamese)
Pub 908 Bankruptcy Tax Guide—Forms 982, 1041, 1041-ES
Pub 946 How to Depreciate Property—Form 4562
Pub 966 Electronic Choices to Pay All Your Federal Taxes
Reporting Cash Payments of Over $10,000—explains when and how persons in a trade or business
Pub 1544 must file Form 8300 when they receive cash payments of more than $10,000 from one buyer, and
discusses substantial penalties for not filing.
Pub 4862 Small Business Health Care Tax Credit
Pub 5196 Understanding Employer Reporting Requirements of the Health Care Law
Pub 5200 Affordable Care Act: What Employers Need to Know
Pub 5208 Affordable Care Act: Are You an Applicable Large Employer?

Franchise Tax Board (FTB)

Some of these publications are available in other languages. Visit the FTB website at www.ftb.ca.gov to obtain the

required publications.

FTB 689 Read the Fine Print: Forming a Business Entity Outside of California

FTB 936 Nonwage Withholding Audit Process

FTB 982 How to Select an I