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Noriyoshi Tachibana

It is a pleasure and honor to distribute
our first newsletter to you. Topics of the
newsletter will be selected from the
current issues in accounting and business
as well as from the areas of
overwhelming interests. Your comments
and insights will always be welcome.

Recently, new tax laws came into effect,
which aim to reduce the tax burden by
330 billion dollars over the next ten
years. We have prepared a summary of
the new tax laws and if you are
interested in obtaining a copy, please do
not hesitate to contact us.

Along with the new tax laws, you must
be faced with many issues, requiring
your attention in this increasingly
competitive  business  environment.
Pressures to reduce the cost of operations
as well as trying to standardize the
accounting system are some of many
issues confronting the management of
Japan based companies in recent years.
At the same time, the accounting
profession in the United States has gone
through tremendous pressure from the
Congress of the United States as well as
from the public, namely investors, to
reexamine its role as certified public
accountants.  In this ever changing,
chaotic surrounding, your needs and
expectation of accounting service must
be larger than ever. We are trained and
committed to provide you with the
quality service that you require and
deserve at a reasonable cost. a
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How Long Should | Keep Important Documents?

Adequate maintenance of records is essential in
preparing accurate tax returns and financial statements,
monitoring the progress of a business, and most
importantly,  providing  assurances that necessary
information is available to substantiate financial records
when required by tax authorities, courts and others. To
determine the appropriate length of time to retain such
records is difficult. For tax purposes, you must retain your
records as long as they may be needed to prove the income
or deductions on a tax return; this responsibility is known as
the burden of proof. Taxpayers generally meet their burden
of proof by having information and receipts that support
expenses and/or statements. The type of business you are
involved in will affect the type of records you need to
maintain. The law does not mandate any special kind of
record keeping system, thus you are free to choose any
record keeping system suited to your business. However,
your record keeping :
system should
include a summary
of your business
transactions and

clearly provide
your gross income,
as well as
deductions and
credits and other
pertinent
information

regarding tax or
information returns. £

Under STET "Statute of Limitations," for federal
income tax purpose, you are required to maintain pertinent
information for 3 years from the day the return is filed, or
the original due date if the return is filed earlier. For the
State of California, the period is 4 years from the day the
return is filed or from the original due date. There are,
however, some exceptions to this rule when applied to
different scenarios. For example, if you understate your
income on your return by more than 25 percent of the gross
income reported on your return, the statute of limitation will
be extended from 3 to 6 years. Or if your claim is related to
bad debt, it will be extended to 7 years. What's more, there
is no statute of limitation for a fraudulent tax return or non-
filing of a return. Therefore, to better prepare for an audit
by tax authorities, many records must be maintained for at
least 7 years. a

The following are the types of records you should keep and the
amount of time in retaining such records:

Types of Documents

Articles of Incorporation
Bylaws & Minute Books Permanently
Capital Stock & Bond Records Permanently
Cash Books Permanently

Contracts & Agreements (unexpired) Permanently
Correspondence (legal and important matters
only) Permanently

Deeds, Mortgages, and Bills of Sale Permanently
Financial Statements Permanently
General Ledgers Permanently

Permanently

Journals Permanently
Labor Contracts Permanently
Patents Permanently
Tax Returns Permanently
Accounts Payable Ledgers and Schedules 7 years
Accounts Receivable Ledgers and Schedules 7 years
Checks (canceled) 7 years
Contracts and Leases (expired) 7 years
Invoices 7 years
Notes Receivable Ledgers and Schedules 7 years
Payroll Records and Summaries 7 years
Purchase Orders (purchasing department copy) 7 years
Stock and Bond Certificate (canceled) 7 years
Subsidiary Ledgers 7 years
Bank Statements 3 years
Correspondence (general) 3 years
Employee Personnel Records (after 3 years
termination)

Insurance Policies (expired) 3 years
Duplicate Deposit Slips 1 year
Receiving Sheets 1 year
Requisitions 1 year

For legal purposes, the maintenance requirements may be
different, and consultation with an attorney is recommended.

Retention Period




Q: Will Social Security benefits be
provided to you when a change in your
primary residence is from the U.S. to a
foreign country?

Social Security benefits will be provided
to individuals based on two factors: the
country of residence and the type of
citizenship held. If you have a U.S.
citizenship and decide to reside in a
foreign country, you will receive social
security payments as long as you are
eligible. There are some countries where
payments will not be sent such as North
Korea, Cuba, Cambodia, Vietnam, and
areas in the former Soviet Union. If you
are not a U.S. citizen but are a citizen of
one of the countries listed below, you are
entitled to the benefits as long as you
meet the eligibility for the payments.

Austria Greece
Netherlands Belgium
Ireland Norway
Canada Israel
Portugal Chile

Italy Spain
Finland Japan
Sweden France
Korea (South)  Switzerland
Germany Luxembourg

United Kingdom

*Note: This list is subject to change.
For citizens of countries not listed above
benefits may still be allowed under other
restrictions.

Q: How long do I need to reside in a
foreign country before entitled to
receive Social Security payments?

In order to receive Social Security
payments in a foreign country, you must
be physically outside of the U.S. for at
least 30 successive days. This includes
the District of Columbia, Puerto Rico,
the U.S. Virgin Islands, Guam, the
Northern Mariana Islands or American
Samoa.

Q: What documents do | need and
where can | apply for my retirement
benefits?

There are different methods in applying
for retirement benefits. One method is to
send a list of original documentation
(listed below) to the Social Security
office. Once they receive the documents

6

Accounting Solution

Regardless of the size, market, or industry, the common needs for all businesses is
to provide the management with quick decision-making and sound judgment tools.
User-friendly accounting software can provide additional insight into your business
and significantly improve the decision making process. As there are over 1,000
accounting software in the market, the key is determining the one that best suites
your company. In this issue, we will focus on accounting software for small to
mid-size companies, namely QuickBooks and Small Business Manager.

Intuit’s QuickBooks (“QB™) has long been the leader in small-business accounting.
QuickBooks is an affordable and user friendly accounting solution, the price
ranging from $200 to $1,500. The biggest disadvantages of QB are that it allows a
maximum of five users to operate in a network environment, accounts for inventory
using only average cost method, and transactions can be easily deleted or voided
from record posing certain internal control risks. QuickBooks is recommended for
small-sized companies and with limited types of inventory.

Microsoft’s Small Business Manager (“SBM”) is for companies that need more
than basic accounting software. It operates well in any network environment and
has a large data capacity. It has a comprehensive inventory module and the
program works well with office applications. Even though transactions can be
reversed, original records cannot be completely erased from the data, providing
higher security than QB. Most features of the software are sold in modules. Price
can range from $1,500 to $4,500. Due to the additional cost, SBM is recommended
for small to mid-size companies with significant amount of transactions and
inventories.

As there are many alternatives in the market, when QB and SBM may not fulfill
your business needs, we can assist you in choosing a software that fits your
operation. a

By Justin Shiu

they will take a photocopy and return
your documents via mail.

Documentation needed:

e  Social Security Number;

e Birth certificate;

o W-2 forms or self employment tax
return for last year;

e Military discharge papers if you
had military service;

e Spouse’s and children’s birth
certificates and social security
numbers, if they are applying for
their benefits

e Proof of U.S. citizenship or lawful
alien status if you (or spouse or
child is applying for benefits)
were not born in the U.S.; and

e The name of your bank and
account number so your benefits
can be directly deposited into
your account.

The idea of sending original documents
may be an uncomfortable thought for
some people. For these people, there are
two other alternatives in applying. You
may apply online at
https://s0O0dace.ssa.gov/pro/isba3/www
rmain.shtml or call toll free at 1-800-
772-1213 to make an appointment to
apply over the telephone or to visit a
Social Security office.

Conclusion

The Social Security Program
was developed to assist individuals in
time of needs, but such assistance can be
difficult to interpret and understand. If
you have any further questions about this
topic, please contact our office. a
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Social Security Benefits

In 1935, two years after the
Great Depression, President Franklin D.
Roosevelt signed the Social Security Act
to ensure that retirement benefits were
available to everyone during one of the
most difficult periods in the U.S. history.
The Social Security Program is still in
existence today giving millions of
benefits to the diverse working class of
the U.S., whether being a U.S. citizen or
legal alien.

To meet the demands of the
diverse population, few changes were
added to the 1935 act. The enactments
to the law included survivor benefits,
disability benefits, supplemental security
income, and Medicare as well as others.
It is important to understand the benefits
offered to a qualified individual because
such benefits may become an essential
part of your retirement plan. The
individuals who qualify can receive
benefits even if they reside outside of the
U.S. This article will provide a general
overview of the retirement benefits
provided by the Social Security Program
to you and your family.

Qualification and Payment

An individual, born after 1929,
must earn a minimum of 40 Social
Security Credits (“SSC”) in order to
qualify for retirement benefits. The
social security benefit depends on the
amount of income an individual earns in
a calendar year. For example, in 2002 a
working individual received 1 SSC for
every $870 of earnings in income. This
amount changed to $890 for 2003 and
may continue to increase for future
periods. The maximum amount of SSC
that can be earned in a calendar year is 4
credits; therefore, a minimum of 10
years of employment is required. As
these credits are earned during your
employment, they will be automatically
posted into your social security record.

The full retirement age for
individuals born before 1938 is 65 years
of age. Due to the increase of longevity,
individuals born in years after 1937 will
see increases in the full retirement age.
For example, from 1938 to 1942, the full
retirement age increases 2 months for
every year. Therefore, the full
retirement age for individuals born in
1942 is 65 years and 10 months.
Although many individuals will wait
until full retirement age, there are others
who may choose to exercise their
benefits earlier. The earliest age to

Golfing in L.A.

receive benefits is 62 years, but a major
disadvantage is the permanent reduction
in the amount of benefits received.

Benefits for Legal Resident Aliens

Under the Personal
Responsibility and Work Opportunity
Reconciliation Act of 1996, a non-citizen
residing in the U.S. is entitled to receive
Social Security benefits payments only if
they are lawfully present in the U.S. If
individuals apply after September 1,
1996, they must provide documentation
that shows they are U.S. citizen,
national, or resident alien lawfully
present in the U.S.

Many individuals migrate to the
United States for different reasons. For
those who arrive to engage in a business
assignment for several years will
contribute to the Social Security
Program through the FICA taxes
mandatory ~ withheld  from  their
paychecks.

When the individual returns to
their country of origin, one question that
arises is what happens to the
contributions made to Social Security.
The following provides helpful insights
into some of the questions you may
have.

The sport of golf is an excellent way to get away from the daily city life of Los

Angeles, as it provides an outlet for friendly competition amongst friends in an environment
that is both pleasurable and relaxing. In determining the weekend escapade of golf, an
important issue discussed among the golf crowd will be choosing the appropriate golf course.
Since there are over 70 golf courses in California from Napa Valley to San Diego, this may
be the most difficult stage in the journey, especially when a proper guide is not in sight. This
is where our recommendations may come in handy in choosing which course to pick as the
final destination.

The most helpful place to go in finding a suitable golf course in southern California
is through an internet site called www.golfcalifornia.com. Once you enter this website, go
to the left-hand column and scroll down until you see USA West and click
GolfCalifornia.com. Then under the new screen click the Course Reviews tab. This will list
all the major golf courses in California and will give a brief description of each course. Some
of the articles will also list the overall rating, price, and important phone numbers to make an
appointment.

Under the Southern California section, there were three recommendations brought
to my attention by a close friend of mine who is a golf fanatic amongst golf fanatics. These
three courses are the LandMark Golf Club at Oak Quarry, Sandpiper Golf Course in Santa
Barbara, and the Lost Canyons: Sky Course. When | asked him to rank the three courses he
said he couldn’t as he stated, “I love them all”. a

By Kenta Kusunaga
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11900 Olympic Blvd., Suite 810
Los Angeles, CA 90064
Phone: (310) 207-1452

Fax: (310) 207-0780

E-mail : info@tapc.com

Web: www.tapc.com

z TACHIBANA ACCOUNTANCY

PROFESSIONAL CORPORATION

11900 Olympic Boulevard, Suite 810
Los Angeles, CA 90064

CPA Perspective is a free semi annual
publication issued by Tachibana Accountancy
Professional ~ Corporation. We highly
recommend readers to contact our office when
taking any action on the subject covered in this
publication. We are pleased to assist and
provide further information. We also welcome
questions and opinions of readers. Tachibana
Accountancy Professional Corporation assumes
no responsibilities for any errors this
publication may unintentionally contain.
Furthermore, we accept no liability for any
losses sustained by any individual that relies on
this publication.
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