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o Viay be required to identify, your BUSINESS; fior
filing with the IRS
o Apply for one by
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Recordkeeping

Gooed recornds can help you:
ldentify the seurce of recelpts,
Prevent emission of: deductinie expenses
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ceping

o For travel, transpoertation, entertainment,
pUSINEsS gifts, and certain ether
BUSINESS  Property, you must be ableto
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Keep your records as leng as thelr
contents may. e materal in the
administiatien of any. Intermal Revenue
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IHow Long Is That?

o Tax Returns & Supporting Records
TThe later of...
— 3 years after the return Is due
— 3 years after the retunniis filed
2V EAlSIallEN the taX IS ald
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REGOrds to Keep Indefinitely

o Change In method! ofi acecounting
o Estallish the basis ofi property




Internal Revenue Service

Small Business and Self-Employed

, Taxpayer Education and Communication

eplng/Accountlng VIEthOUES

o Open a separate business hank
account to maintain accounting
efficiency.

he:single or double ent
DOOKKEEPING
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Single Entry.
Summaries of Income and exXpense
Simple

* NOt a compleLe ac Jur't]ng Sy/Stem

o BUNEIN CHECKS and PAIENCES
S SElFAINCING
sVieIeracelice
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Accounting Methods

o Report all Income the year you receive It

o Usually: deduct expenses inithe year
pald
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caehlViethod for Small Businesses

Gress receipts of $10 million or less?

o Not manufacturng, wholesale, retail, mining,
certain publlshlng Q)i Celtalin Seund recorading
Selvice PUSINESS Or deine

CENAINFKINGSI OI cUStemMiManticClliinG)?
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computerized Recordkeeping

Many commerciall seftware packages are
availlable in retalll steres that can help you
With your business recordkeeping
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Definitions

e |[ncome Statement
— |[ncome
— EXPENSES
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Sele Proprietorship

Partnership

EimitedtEianility: Patnershile
s Nimited Sty Comipany/ (IEEE)
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Sole Proprietorship

Easy to start

Unlimited liability. -- ne) distinction
petween the individual and the business
Cannot e aniemployeer ofiour own
PLUSIRE:
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Partnerships

Wiitten partnership agreement

One partner can legally bind the: partnership
(and the ether partner)

Business income and lesses reported on
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LLCs and LLPs

Separate legall entity formed by filing
aliticles, of erganizatien with your State

Not a federalltax entity-- genesrally.
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Corporation

Separate legall entity that pays Its own
iax

Files Eorm 1120 o) Form 1120-A
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S Corporation

Corpoeration pays no tax en iIncome --
laxed onthe shareholders: returns

Elles Eormi 25531 and Eorm 1120S
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Business Returns

Sole Proprietor -- Form 1040 Schedule
C or C-EZ, Schedule SE, and Form
1040:-ES

AtNERSHIP - Form IOF
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o Gross Recelpts or Sales Is income

— that a business receives from the sale of
IS products and services
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NetProfit or Loss - Definitions

Cost of Goods Sold Is the cost to a business to
Uy and make the product to e seld.

Cost of Goods Sold =
Beginnine uncha
Viatenals, ancr@ter Costs - ERe
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NetProfit or Loss - Definitions

e Gross Income =
Gross Profit + Other Income
e Business Expenses are the
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N
o Net Profit or Loss Is the amount:

- Dy WhICh gross income for a period IS more
(Or'less) than bUsIness EXPENSES,
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e Deductions are subtracted from Income
o Credits are subtracted from tax
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liravel and Transportatien

e Travel Expenses
Incurred in traveling away: frem heme

for business

anspeltation Expenses
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Atertainment and Gift Expenses

= b"’/

o Must be erdinary and necessary
o Must be able te prove them
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Car Expenses

Standard Mileage Rate

Use the standard mileage rate for the curment yean
You|can change filem....

— the standard mileage rate: te

. Actualf Cests
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Depreciation

» Depreciation allows you to deduct the
COST 01 GthEr hasis ofi Seme: property.
OVEl a nUmbEr of years
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TThe preperty must:

o Be used in business ox held for the
production; Oi INCOME;
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MACRS

MACRS -

Modified Accelerated Coest Recovery. System
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Section 179

o Deduct the cost of certain depreciable
Property. In the year you purchase!it,

and place; it in|senvice
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o Retirement plan costs

o Percentage of the amount paid for
medical INSUANCE Tor YOUrSEll o) YouTr
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Use the rate for the current yean
Provides Seciall Security coverage

Subject tor SE, ifi net profit is $400. or
frle)fe
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Sehedule SE - Multiple Businesses

\

it you have more thamn ene business...
o Use one Schedule SE

o Combine the profits and |eSSE
91Ol .ous]nesses
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Self-E =mployment/Social Seculrity e

Seli-Employment Tax

Seli-empleyed people (sole propretors)
Pantners inra pantnership
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Estimated Tax

o Estimate how much your tax liability will' be for
the current year

Use Eemm 1040-ES (Estlmated Tjax for
pdividuals) Werksheet torsee i you willfneea
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Nleed More Information?
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Publication 3207, Smalll Business
Resource Guide CD

Publlcatlon 463), Travel, Entertainment,
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