DOING TAXES FOR A SMALL BUSINESS

DOING TAXES FOR A SMALL BUSINESS CAN OFTEN FEEL OVERWHELMING, ESPECIALLY FOR ENTREPRENEURS WHO ARE NEW TO THE
\WORLD OF FINANCE AND ACCOUNTING. HO\)VEVEE, UNDERSTANDING THE TAX PROCESS IS ESSENTIAL FOR MAINTAINING
COMPLIANCE, MAXIMIZING DEDUCTIONS, AND ENSURING THE LONG-TERM SUCCESS OF YOUR BUSINESS. THIS GUIDE WILL WALK
YOU THROUGH THE KEY ASPECTS OF MANAGING YOUR TAXES EFFECTIVELY, FROM GATHERING NECESSARY DOCUMENTS TO FILING
YOUR RETURNS AND UNDERSTANDING POTENTIAL DEDUCTIONS.

UNDERSTANDING YOUR T AX OBLIGATIONS

AS A SMALL BUSINESS OWNER, IT IS CRUCIAL TO UNDERSTAND THE DIFFERENT TYPES OF TAXES YOU MAY BE LIABLE FOR. YOuUR
TAX OBLIGATIONS WILL LARGELY DEPEND ON THE STRUCTURE OF YOUR BUSINESS (E.G./ SOLE PROPRIETORSHIP, PARTNERSHIP,
CORPORATION). BELOW ARE SOME COMMON TAX OBLIGATIONS FOR SMALL BUSINESSES:

® |NCOME TAX: DEPENDING ON YOUR BUSINESS STRUCTURE, YOU MAY NEED TO PAY PERSONAL INCOME TAX ON PROFITS OR
CORPORATE TAX IF YOU OPERATE AS A CORPORATION.

o SELF-EMPLOYMENT TAX: IF YOU ARE SELF-EMPLOYED, YOU WILL NEED TO PAY SELF-EMPLOYMENT TAX, WHICH COVERS
SocIAL SECURITY AND MEDICARE TAXES.

e PAYROLL TAX: IF YOU HAVE EMPLOYEES, YOU ARE RESPONSIBLE FOR WITHHOLDING AND REMITTING PAYROLL TAXES,
INCLUDING SocCIAL SECURITY/ MEDICARE, AND FEDERAL AND STATE INCOME TAXES.

e SALES TAX: IF YOU SELL GOODS OR CERTAIN SERVICES, YOU MAY NEED TO COLLECT SALES TAX FROM CUSTOMERS AND
REMIT IT TO THE APPROPRIATE STATE OR LOCAL AUTHORITIES.

GATHERING NECESSARY DOCUMENTS

To PREPARE FOR TAX SEASON, IT’S ESSENTIAL TO GATHER AND ORGANIZE ALL RELEVANT FINANCIAL DOCUMENTS. THIS WILL
STREAMLINE THE FILING PROCESS AND HELP YOU AVOID MISSING DEDUCTIONS. HERE’S A CHECKLIST OF DOCUMENTS YOU SHOULD
COMPILE:

INCOME DOCUMENTATION

1. SALES RECORDS: KEEP TRACK OF ALL INCOME GENERATED FROM SALES, INCLUDING RECEIPTS AND INVOICES.
2. OTHER INCOME: DOCUMENT ANY ADDITIONAL INCOME SOURCES, SUCH AS INTEREST, DIVIDENDS, OR RENTAL INCOME.

ExPeNnsE DOCUMENTATION

1. RECEIPTS: MAINTAIN RECEIPTS FOR ALL BUSINESS-RELATED EXPENSES, FROM OFFICE SUPPLIES TO TRAVEL COSTS.
2. BANK STATEMENTS: REVIEW YOUR BUSINESS BANK ACCOUNT STATEMENTS FOR ANY TRANSACTIONS RELATED TO YOUR
BUSINESS ACTIVITIES.



PAYROLL DOCUMENTATION

1. W-2s anD 1099s: IF YOU HAVE EMPLOYEES OR CONTRACTORS, KEEP RECORDS OF ALL W/-2 AND 1099 FORMS ISSUED.
2. PAYROLL RECORDS: DOCUMENT THE AMOUNTS PAID TO EACH EMPLOYEE, INCLUDING ANY WITHHELD TAXES.

CHoosING THE RIGHT TAX FOrRM

SELECTING THE APPROPRIATE TAX FORM IS CRUCIAL FOR ACCURATE FILING. DEPENDING ON YOUR BUSINESS STRUCTURE, YOU
MAY NEED TO USE DIFFERENT FORMS:

ScHepuLeE C (ForM 1040): USED BY SOLE PROPRIETORS TO REPORT INCOME AND EXPENSES.

ForM 1065: USED BY PARTNERSHIPS TO REPORT INCOME, DEDUCTIONS, AND CREDITS.

ForM 1120: UsED BY CORPORATIONS TO REPORT INCOME, GAINS, LOSSES, AND DEDUCTIONS.

ForM 1120-S: Usep BY S CORPORATIONS TO REPORT INCOME, DEDUCTIONS, AND CREDITS.

MAXIMIZING DEDUCTIONS

ONE OF THE BEST WAYS TO REDUCE YOUR TAX LIABILITY IS BY MAXIMIZING YOUR DEDUCTIONS. HERE ARE SOME COMMON
DEDUCTIONS THAT SMALL BUSINESS OWNERS CAN TAKE ADVANTAGE OF:

OPERATING EXPENSES

- RENT OR LEASE PAYMENTS: DEDUCT EXPENSES RELATED TO RENTING OFFICE SPACE OR EQUIPMENT.
- UTILITIES: EXPENSES FOR ELECTRICITY, WATER, HEATING, AND INTERNET SERVICES CAN BE DEDUCTED.
- SALARIES AND WAGES: THE COST OF PAYING EMPLOYEES IS A DEDUCTIBLE EXPENSE.

BUSINESS SUPPLIES AND EQUIPMENT

- OFFICE SUPPLIES: ITEMS LIKE PAPER, PENS, AND SOFTWARE NECESSARY FOR BUSINESS OPERATIONS.
- DEPRECIATION: DEDUCT THE COST OF LARGE PURCHASES LIKE COMPUTERS AND OFFICE FURNITURE OVER THEIR USEFUL LIFE.

TRAVEL AND MEALS

- TRAVEL EXPENSES: COSTS RELATED TO BUSINESS TRAVEL, INCLUDING TRANSPORTATION, LODGING, AND MEALS, CAN BE
DEDUCTIBLE.
- BUSINESS MEALS: YOU CAN GENERALLY DEDUCT 500/0 OF MEAL COSTS INCURRED WHILE CONDUCTING BUSINESS.



UTILIZING SOFTWARE AND PROFESSIONAL HELP

GIVEN THE COMPLEXITIES INVOLVED IN DOING TAXES FOR A SMALL BUSINESS, MANY OWNERS BENEFIT FROM USING ACCOUNTING
SOFTWARE OR HIRING A PROFESSIONAL ACCOUNTANT. HERE ARE SOME REASONS TO CONSIDER EACH OPTION:

ACCOUNTING SOFTWARE

- EASE OF USE: MANY SOFTWARE PROGRAMS ARE USER-FRIENDLY AND CAN AUTOMATE CALCULATIONS.

- REAL-TIME TRACKING: YOU CAN TRACK INCOME AND EXPENSES THROUGHOUT THE YEAR, MAKING TAX PREPARATION EASIER.
- INTEGRATION: SOFTWARE CAN OFTEN INTEGRATE WITH YOUR BANK ACCOUNTS AND PAYMENT PROCESSORS FOR SEAMLESS
DATA MANAGEMENT.

HIRING A PROFESSIONAL ACCOUNTANT

- EXPERTISE: ACCOUNTANTS CAN PROVIDE VALUABLE INSIGHTS AND HELP YOU NAVIGATE COMPLEX TAX LAWS.
- TIME-SAVING: OUTSOURCING YOUR TAX PREPARATION ALLOWS YOU TO FOCUS ON RUNNING YOUR BUSINESS.
- AUDIT SUPPORT: IN CASE OF AN AUDIT, A PROFESSIONAL CAN ASSIST IN MANAGING THE PROCESS AND ENSURING COMPLIANCE.

FILING YOUR T AXES

ONCE YOU HAVE GATHERED YOUR DOCUMENTATION AND DETERMINED THE RIGHT FORMS TO USE, IT’S TIME TO FILE YOUR TAXES.
HERE ARE THE BASIC STEPS TO FOLLOW:

1. REVIEW ALL DOCUMENTS: ENSURE ALL INFORMATION IS ACCURATE AND COMPLETE.

2. FILL OUT THE APPROPRIATE FORMS: USE THE INFORMATION COMPILED TO COMPLETE YOUR TAX FORMS ACCURATELY.

3. SUBMIT YOUR RETURN: DEPENDING ON YOUR PREFERENCE, YOU CAN FILE ELECTRONICALLY OR BY MAIL.

4. PAY ANY TAXES OWED: IF YOU OWE TAXES, MAKE SURE TO PAY THEM BY THE DUE DATE TO AVOID PENALTIES AND INTEREST.

CONCLUSION

DOING TAXES FOR A SMALL BUSINESS DOESN’T HAVE TO BE A DAUNTING TASK. BY UNDERSTANDING YOUR OBLIGATIONS,
GATHERING NECESSARY DOCUMENTS, MAXIMIZING DEDUCTIONS, AND UTILIZING AVAILABLE RESOURCES, YOU CAN STREAMLINE THE
TAX PROCESS AND MINIMIZE STRESS. REMEMBER/ KEEPING ACCURATE RECORDS THROUGHOUT THE YEAR WILL MAKE TAX SEASON
MUCH MORE MANAGEABLE. WHETHER YOU CHOOSE TO DO IT YOURSELF OR SEEK PROFESSIONAL HELP, STAYING INFORMED AND
PROACTIVE WILL HELP ENSURE YOUR BUSINESS REMAINS COMPLIANT AND FINANCIALLY HEALTHY.

FREQUENTLY AskeD QUESTIONS

\W/HAT ARE THE KEY TAX DEADLINES FOR SMALL BUSINESSES IN THE U.S.P

KEY TAX DEADLINES FOR SMALL BUSINESSES INCLUDE MARCH 15 FOR PARTNERSHIPS AND S CORPORATIONS, APRIL 15 FOR SOLE
PROPRIETORSHIPS AND SINGLE-MEMBER LL.CS, AND QUARTERLY ESTIMATED TAX PAYMENTS DUE ON APRIL 15, JuNE 15,
SEPTEMBER 15, AND JANUARY 15 OF THE FOLLOWING YEAR.



\WHAT DEDUCTIONS CAN SMALL BUSINESSES CLAIM TO REDUCE TAXABLE INCOME?

SMALL BUSINESSES CAN CLAIM DEDUCTIONS FOR VARIOUS EXPENSES, INCLUDING OPERATING EXPENSES, EMPLOYEE WAGES, RENT,
UTILITIES, BUSINESS INSURANCE, OFFICE SUPPLIES, AND DEPRECIATION ON BUSINESS ASSETS.

How CAN SMALL BUSINESSES PREPARE FOR AN AUDIT?

ToO PREPARE FOR AN AUDIT, SMALL BUSINESSES SHOULD MAINTAIN ACCURATE AND ORGANIZED FINANCIAL RECORDS, KEEP COPIES
OF ALL TAX RETURNS AND SUPPORTING DOCUMENTATION, AND CONSIDER WORKING WITH A TAX PROFESSIONAL WHO CAN HELP
NAVIGATE THE PROCESS.

\WHAT IS THE DIFFERENCE BETWEEN A SOLE PROPRIETORSHIP AND AN LLC IN TERMS OF
TAXES?

A SOLE PROPRIETORSHIP IS TAXED AS PERSONAL INCOME, WHILE AN LLC OFFERS FLEXIBILITY IN TAXATION; IT CAN BE TAXED AS
A SOLE PROPRIETORSHIP, PARTNERSHIP, OR CORPORATION, ALLOWING FOR POTENTIAL TAX BENEFITS DEPENDING ON THE CHOSEN
STRUCTURE.

Do SMALL BUSINESSES NEED TO COLLECT SALES TAX?

YES/ SMALL BUSINESSES NEED TO COLLECT SALES TAX IF THEY SELL TAXABLE GOODS OR SERVICES AND HAVE A PHYSICAL
PRESENCE OR ECONOMIC NEXUS IN THE STATE WHERE THE SALE OCCURS. THE SPECIFIC REQUIREMENTS VARY BY STATE.
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