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Objectives of the Workshop

Help you learn about:

* The types of taxes that a Washington business and
business owner may be required to pay.

* How to report and pay those taxes.

* How to keep good records to facilitate tax filings
and payments.
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Your Presenter

Amelia Lockhart, MBA, |D
Volunteer with SCORE:

» Small Business Mentor since 2022, with expertise in Finance,
Accounting and Taxes

*  Workshop Instructor

Currently:

CEO of Path to Profits Consulting, where we help
entrepreneurs and organizations stabilize their finances and
optimize operations through Fractional CFO and COO
services

* Nearly two decades of experience in the accounting and
finance industries
Education:

* MBA — University of Massachusetts Dartmouth
* ]D — Seattle University School of Law
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Introductions

Introduce yourself by typing in the Chat function, stating the
following attributes about yourself:

o Your hame
> Your business

About
{{u/us

—

seattle.score.org SCORE //



SCORE’s Business Success Resources

SCORE

o Our mission is to foster vibrant small business
communities through mentoring and education. SCORE //
> National non-profit organization with 300 chapters ‘—J
and 10,000 volunteers.

o Greater Seattle Chapter has |50 volunteers with a
variety of different backgrounds and expertise.

SCORE Mentors

SCORE Website

, , , Information, business plan templates,
> Meet one-on-one with expert business mentors in |
many business specialties. Mentors advise, educate newsletters, etc.
and encourage business owners to help them Online webinar training
develop and be successful in their businesses. https://www.score.org/seattle

> Register for mentoring at
https://www.score.org/seattle/local-mentors

SBA Website
SCORE Small Business Workshops https://www.sba.gov/offices/district/w
o Register for workshops at a/seattle

https://www.score.org/seattle/local-workshops

seattle.score.org SCOR


https://www.score.org/seattle/local-workshops
https://www.score.org/seattle
https://www.sba.gov/offices/district/wa/seattle

Workshop Agenda

|. Introduction

. Federal Taxes on Business Profits
Woashington Taxes on Businesses
Local Taxes on Businesses

Paying Yourself as a Business Owner

Recordkeeping

2
3.
4.
5.
6.
/.
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“Profiting” from the Workshop

° Participation is encouraged!!

> Ask questions as we go -- learn from your instructor and the other participants.

> Get the most out of this workshop by using these resources:
> This presentation will be sent to you a day or two after the workshop.
o Other materials will be sent to you after the workshop: Keep them for future reference.

> We may not have time to fully resolve every issue so consider getting a
mentor!

o If you have a question after the workshop, email me at:
amelia.lockhart@scorevolunteer.org
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Washington State
D I q DEPARTMENT OF
& ENTERPRISE SERVICES

The Washington State
Department of Enterprise
Services (DES)
manages over
200 statewide contracts
each year. These
contracts are awarded to
more than 1,500
businesses, many of
which are small and
diverse. The state and
local government
agencies, tribal
governments, and
nonprofit organizations
purchase around $2.1

seattleitipbmdrg goods and

Learn more about DES contracts.....

Special opportunities for minority and women owned businesses.

o

Register your business at https://omwbe.wa.gov/

Types of Contracts

Goods: Office supplies, vehicles, computers, furniture
Services: Consulting, IT support, maintenance, training

Public Works: Construction, facility repairs, infrastructure
projects

Benefits for Businesses

@)

Potential for multi-year agreements
Steady income and partnership opportunities

Learn how your business could qualify at
https.//www.des.wa.gov/

Register your business https://des.wa.gov/sell/how-work-
state/reqister-bid-opportunities

SCORE %
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https://omwbe.wa.gov/
https://www.des.wa.gov/
https://des.wa.gov/sell/how-work-state/register-bid-opportunities

Why should a small business bid on a government contract?

: Government contracts may be an untapped
revenue stream for your small business. A
common misconception is that they’re only
awarded to large businesses and
corporations, but smaller companies have as
good a shot as anyone else. It comes down
vy n { to understanding how government contracts
Y N work — and where to find them. Getting into
.\ Sy this market could change the trajectory of
your business.

seattle.score.org SCORE 4/
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Workshop Agenda

2. Federal Taxes on Business Profits
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Business Profits Pass Through to
Owner(s)

Profits earned by businesses that are treated
as sole proprietorships, partnerships or S-

o o €6 o o 99 —_—
Corporations (i.e., “pass-through entities”) e —
\_/ Pass-Through

pass through to the owner(s). A~
7 Businesses

p———

Profits earned by “pass-through” entities are 9% 7 \
not taxed at the entity level. /f f

Profits earned by “pass-through” entities are
taxed at the owner(s) level.

SCORE
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Some Key Definitions

Profits = Sales minus all expenses of the
business.

Deductions = All business-related

expenses, with some small differences.
(see next slide)

oA

o
Taxable income = Profits, with some
adjustments for certain business expenses REVENUE
which are not deductible.

seattle.score.org

BUSINESS EXPENSES

TAXABLE INCOME
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Deductions

“Deductions” are all business-related expenses that are paid by or for
the business, with the following major differences:

Common reductions from Deductions:
> Charitable contributions
»> 50% of meals expenses

Common additions to Deductions:
> Business use of Home Deduction
> Business use of Personal Vehicle Deduction

» Depreciation, bonus depreciation and Section |79 deduction

Personal expenditures for meals, clothing, health clubs,
personal care, etc. are NEVER deductions.

seattle.score.org



Key Federal Taxes on Business Owners
Based on the Business’s Profits

There are two key Federal taxes on the
profits of small businesses that are paid by

the owner(s):

* Self-Employment Tax m IRS

e Federal Personal Income Tax Department of the Treasury

Internal Revenue Service

SCORE
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Federal Self-Employment Tax

Self-employment tax is assessed on all
business owners of businesses that are
treated as either a:

|. Sole Proprietorship; or m IRS

2 . Pa. reners h | P Department of the Treasury

Internal Revenue Service

seattle.score.org SCO _‘w
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Self-Employment Tax Rate

Self-Employment Tax rate is:
15.3% on the first $176,100 of business profits.

For all profits in excess of $176,100, the tax rate
is 2.9%. '

Self-Employment Tax rate is comprised of:

Employer’s and employee’s share of Social
Security Tax (12.4%)

Employer’s and employee’s share of Medicare
Tax (2.9%)

seattle.score.org SCO _‘w
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Example of Self-Employment Tax

In 2025, ABC LLC had profits of $80,000. ABC
LLC has one owner, Bob Long, who works full time
in the business.

Bob Long pays:
$12,240 in Self-Employment Tax (15.3% of $80,000).

However, Bob Long gets a deduction from his
personal taxable income of $6,120 (i.e., one-half of
$12,240), which will generally save him about $1,350

Federal income tax.

SCORE /%
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Reporting of Federal Self-Employment
Tax

SCHEDULE S€ [P T—

Woem 1040} Self-Employment Tax ———-E-a———
20 (P

s o0l 00 oasos Atach (o Form 1540, 104085, 108585, o 1I0-MK, P i

vl P Jarece G0 1o www e gow for e latest ivlarmaton S 1 4

Wt o [ s - e digrmt ocaTe e Svrer ot Forn (0N 130 B 104855 o 10R-UR | Secny securty muster of pEson

Self-employment tax is calculated and reported on e SR

mvwl}';n Noome subject to sef-empogment tax & Ghurch employee Income. ses nstructions $oc how 10 feport your meome

Schedule SE, which is attached to Form |040. B i 0 o, O s st e

$400 o more of other tet sserings Som sl smployrmect. check baes and continge with Par |
Sain b 10 and 10 if you use the lem optional method in Part 1L Ses instnuctons
e Net faren proft or o) o Schecuie Fne 34, and farm pantnersbion. Schedude K-1 Form 1085)
bax 14, ooce A »l_‘.u i
b Fyou recoved toonl senusty reteement O sahiy Denefia, eoter the wnout of Consenation Resene

P-wmumu-wmm&mFbvw.ulﬂmu‘ml(hfumvmﬂnxmcunhi'L ]
Saip hre 2 ¥ you use the nonfrm opsongl metnod In Part Il See nstruchons.
2 Net prolt or fioss) from Schedude C. bne 51, and Schedole K- Fomn 1066, bax 14, code A (Ofher than
Tarrringh. S mtructions lor Oher oo 50 seport O F pou aee & mareater Or et of & religious ander ___2__‘
3 Comdene ines 14, 1b, and 2 4 o . 3
Th f a1 e 3 s more than Zeeo, muRiply Soe 3 by 92.35% (0 52351 Otrerwise, enter amout om iine 3 A Z
e forms or schedules that need to be complete e e A oy e
b N pou ket one or DOt of 1 optional methods, srier the 108 of nes 15 s 17 here }__‘;
€ Camitsrw kros 42 and 4b. ¥ less than 3300, stop. you ton't owe sef-employment tsx. Exception: #
M M . losz: than $400 0 you tad church employea income, anter -0- and continus . 4o |
prior to completing Schedule SE are o e e e v o o[
o Oefrace of Curth argiyee Dome Sa
b Muliply ine 5a by 82.35% 10 .8235). If \0as than §100, ender -G~ (5b |
0 Add es & and 56 o
T Masimum amount of comtined wages and seff- ompioyment samings subiect 10 sockal securfty tax of
the 5.2% portion of the 7.65% ralvoad retresrent [Ser 1) b for 203 7 G200

|. Schedule C for a sole proprietorship. e LT L

B theoagis 10, arsd go o e 11
D Usreoonod ts schiect 19 social security 1ax o Form 4137, ne 10
©  Wages subjact 10 socel seourty tax from Form 2818, ne 10
d  Add lves e, 26, anc B 8d

2. Form 1065 and Schedule K-1 for a partnership. 3 Siememttis ik i sveaied 12 3L I

11 Mulipy e 6 by 2.9% 0003 1"
12 Sel-employmaent tas. AdS ees 10 and 11, Emer hese and on Schedule 2 (Form 1040, line 4 o
Form 1040-S8, Part L ine 3 . ,_'3..

13 Deduction for one-haf of self-employment tas.
Mgy b T2 by SO% 0.50) Evtir husw 4nd o Schadube 1 [Feem 10405, |
3 3
For Paperwork Meductan Act Notics, ses your tas melum netructions. Ot W 1IN0 Bchachie S5 Foem 1040 2023

EBE

seattle.score.org SCOM

FOR THE LiF SINESS



Reporting a Business’s Profits to the
IRS

Business Income and Expenses

Sole Proprietorship Partnership S-Cor|10ration
Schedule C of Form 1040 Form 1065 Form 1120S
A, e me| eomsosssere (o

e ek
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Example: Reporting of a Sole Proprietorship’s
Business Profits to the IRS

Schedule C, Line 31 Schedule I, Line 3 Form 1040, Line 8
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Example: Business Owner with Spouse
Who Works at another Employer
T T

Form W-2 wages of Spouse A $ 95,000
Interest income 1,000
Sole proprietorship business profit of Spouse B 70,000
Less: Deduction for one-half Self-Employment Tax of $10,710 ($70,000 X 15.3%) (5,355)
Subtotal 160,645
Less: Standard deduction — Married filing jointly (30,000)
Subtotal 130,645
Less: Qualified Business Income Deduction (20% of the difference of $70,000 - $5,355) (12,929)
Taxable Income $117,716
Federal Income Tax $15,726

seattle.score.org SCORE //
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Federal Personal Income Taxes

If the business is under the sole proprietorship, partnership or S-Corporation tax
regimes, the owner(s) of the business pay Federal income tax on the business’s
profits (i.e., taxable income) using 2025 Federal personal income tax rates.

| Unmarried Married Filing Jointly

Income

Tax Rate

10%
12%
22%
24%
32%
35%
37%

seattle.score.org

Taxable
Income

11,925
$48,475
$103,350
$197,300
$250,525
$626,350

But not
more than

$11,925
48,475
103,350
$197,300
$250,525
$626,350

Income
Tax Rate

10%
12%
22%
24%
32%
35%
37%

Taxable
Income

$96,950
$206,700
$394,600
$501,050
$751,600

But not
more than

23,850
96,950
$206,700
$394,600
$501,050
$751,600

RE £



Example: Calculating the Federal Income
Tax and Total Federal Taxes

On the second previous slide, the married couple had total taxable
income of $1 17,716 and their Federal Income Tax on that amount
was $15,726. The Federal Income Tax was calculated as follows
along with the Total Federal Taxes:

| AmountofTax__

The first $23,850 of taxable income is taxed at 10% $ 2,385
The next $73,100 of taxable income is taxed at 12% ($96,950 - $23,850) 8,772
The last $20,766 of taxable income is taxed at 22% ($117,716 - $96,950) 4,569
Total Federal Income Tax $15,726
Self-Employment Tax ($70,000 X 15.3%) 10,710
Total Federal Taxes $26,436

seattle.score.org SCORE //1
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When to Pay Federal Taxes

Instead of having Federal income taxes withheld from your gross
wages, you the business owner pay estimated Federal Self-
Employment and Federal income taxes together on the following
dates:

* Quarter |: April 15 (for Jan. through March period)
* Quarter 2: June |5 (for April through May period)
* Quarter 3: September |5 (for June through August period)

* Quarter 4: January |5 of the following year. (for Sept. through
Dec. period)

seattle.score.org



How Much to Pay in Federal Taxes —
Three Simple Methods

Method #1: The Simple but Bad Method

Wait until April 15 of the following year when you’ve completed your Form
1040 and pay all the tax at once.

Not a good idea as you will be subject to underpayment penalties for not paying
taxes timely.

Underpayment penalties are interest at about 7% that’s assessed on the amount
you should have paid based on the quarterly due dates from that due date to
the date you paid your Federal taxes in full.

SCOR

&
AR BUSINESS
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How Much to Pay in Federal Taxes —
Three Simple Methods

Method #2: The Simple Method

If current year’s taxable income will be more than last year’s taxable income,
you can pay in the amount of the previous year’s Federal Taxes and defer paying
the rest until 15 April.

Use the following formula:

Total Federal taxes from prior year $20,000
Less: Any Federal income tax withholdings from W-2 wages - 6,000
Total $14,000

Divide Total by 4 — Pay this amount at each due date  $3,500

seattle.score.org SCORE 4/
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How Much to Pay in Federal Taxes —
Three Simple Methods

Method #3: The Very Good Method

If current year’s taxable income will be less than last year’s taxable income, you
should compute your business’s profit for each period and pay the necessary
Federal taxes.

Example for the first period:

January net profit $5,000

February net profit 8,000

March net profit 3,000
Total 16,000

Estimated Tax Rate X 30% - get help from a tax professional to determine this %.
Tax to Pay on |5 April $4,800

seattle.score.org SCOR
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How to Pay Federal Taxes

Two ways to Pay:
> Good: Send in a completed IRS Form 1040-ES and check in the mail.

¢ 1040-ES ~ Payment
File only if you are making a payment of estimated tax by check or money order. Mail this Calendar year—Due April 15, 2024
voucher with your check or money order payable to “"United States Treasury.” Write your Amount of estimated tax you are paying
social security number and "2024 Form 1040-ES” on your check or money order. Do not send by check or
cash. Enclose, but do not staple or attach, your payment with this voucher. money order.
Your first name and middie initial Your last name Your social security number
Pay anline at If joint payment, complete for spouse
';;M’ ; Spouse's first name and middle initial Spouse's last name Spouse's social security number
o
Simple. 5 | Address (number, street, and apt. no.)
Fast. E
Sonike: City, town, or post office. If you have a foreign address, also compiete spaces below. State ZIP code
Foreign country name Foreign province/county Foreign postal code
For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see instructions. Form 1040-ES (2024)

> Better: Use Direct Pay (https://www.irs.gov/payments/direct-pay) or the EFTPS

system (https://www.eftps.gov/) to complete an online form and pay electronically.
SCORE 4/
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Summary — Federal Taxes on Business’s
Profits Paid by Owners

The two Federal taxes on the business’s profits paid by
the owner(s) are:

* Self-Employment Tax (which is Social Security and
Medicare Taxes, both the employer’s and employee’s
portion)

e Federal Personal Income Tax

Payment of Federal taxes by the owner of a business is best
done using the IRS Direct Pay system (or EFTPS system) on
the quarterly dates specified by the IRS.

SCORE 4
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Workshop Agenda

3. Washington Taxes on Businesses
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Key Washington Taxes on Small
Businesses

There are four key Washington taxes on small businesses
and their owners:

* Business & Occupation Tax

* Sales Tax

* Paid Family & Medical Leave Tax *
* WA Cares Fund Tax *

(&

Department of

cvenue
Washington State

R

* - Optional for owners of sole proprietorships and partnerships
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Washington Business & Occupation
Tax

The Washington Business & Occupation (WA B&O) tax is a gross receipts tax
and is calculated on the gross sales or revenue from activities. This means there
are no deductions for the costs of doing business. However, there is a
deduction, in most cases, for interstate and foreign sales.

WA B&O tax rates for 2025 are based on the type of business that is done,
which are generally as follows:

WA B&O Classification | Rate |

Retailing 0.471%
Wholesaling 0.484%
Manufacturing 0.484%
Service Activities 1.5%

Service Activities (+ $| million in prior year) 1.75%

seattle.score.org SCOR
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Example of Washington Business &
Occupation Tax

ABC LLC is a cooking supply store located in Bellevue. The business also hosts
weekly cooking classes for a fee in the store to demonstrate its articles for sale.

Following is the calculation of the WA B&O Tax:

Retail Product B&O tax:

$150,000 sales X 0.471% tax rate = $706.50

Cooking Class — Service B&O tax:

$30,000 sales X 1.5% tax rate = $450.00
Total B&O Tax =$1,156.50

SCORE /%
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Washington Sales Tax

Retail Sales

Generally, a retail sale is the sale of tangible personal property.

It is also the sale of services such as installation, repair, cleaning, construction, and
decorating. Other services include altering and improving real or personal property,
amusement and recreational activities, lawn maintenance, and certain physical fitness
activities.

Refer to this website for the list of taxable services:

https://dor.wa.gov/find-taxes-rates/retail-sales-tax/services-subject-sales-tax

Retail Sales Exemptions

Common exemptions include food sales, interstate sales and foreign sales.
seattle.score.org SCOR
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https://dor.wa.gov/find-taxes-rates/retail-sales-tax/services-subject-sales-tax

Washington Sales Tax

Sales Tax Rates
The WA sales tax rate is 6.5%.

Each municipality/county has a sales tax rate, varying from [.5%
Adams County to 3.85% for Seattle to a high of 4.1% for Mill
Creek, Lynnwood and Mukilteo.

Thus, the combined sales tax rate varies from 8.0% to 10.6%
within Washington.

Use Tax

Use tax is a sales tax payable on purchases of tangible property on
which another state sales tax has not been paid. Use tax rates are
the same as sales tax rates.

seattle.score.org SCORE //




Some Other Sales Tax ltems

|. If you ship your product to a customer in Washington,
you need to charge them the sales tax rate for the location
in which the product is delivered. This is most common for
sales through the internet.

2. If you provide a service that is subject to sales tax to a
customer in Washington, you need to charge them the sales
tax rate for the location in which the service is delivered.
(Examples: lawn maintenance, cleaning services)

3. Live webinars are not subject to sales tax. However,
pre-recorded webinars are subject to sales tax.

seattle.score.org SCORE 4/



Payment of Washington Business Taxes

The WA Business taxes are paid either monthly, quarterly or

annually, depending on the frequency the Washington

Department of Revenue requires a business to file the

Woashington Combined Excise Tax Return. q
This Return combines the reporting and payment of the (

following taxes:

e Woashington B&O tax Department of
*  Washington and City Sales taxes Reven
* W/ashington Use tax Washmgtlélne&gte
* W/ashington’s excise taxes (e.g., spirit, motor vehicle fuel,
etc.)

SCORE /%
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Woashington Combined Excise Tax
Return — Online Form

It is better to complete the Washington Combined

Excise Tax Return online as all the computations of Use your Sectire Access Washington (SAW)
tax are done automatically for you. venr 1D:And pesewers Mibet iz SANT

In addition, the payment of taxes is simplified as you | **""®

pay by direct debit or credit card once you've SAW User D Fagar?
completed the Return. N

To access the online Return, log into your / Passiord Forgot?
SAW account (Secure Access Washington

. | Show Password

New user? Sign up

y Not sure? Check if you have one
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Woashington Combined Excise Tax
Return — Page | — Online Form

Completing the Business & Occupation Tax Section:

Business & Occupation

Gross Amount Taxable Amount Tax Rate Tax Due

Retailing 17,231.40 0.004710 81.16
Taxable Amount Tax Rate Tax Due
Service and Other Activities; 73,411.40 0.015000 1,101.17

Gambling Contests of Chance fless
than $50,000 a year)

Total Business & 1,182.33
Occupation

Insert service sales that are subject to s¥¥gs tax and retail

product sales

Insert service sales that are not subject to sales tax

seattle.score.org SCORE 4/



Woashington Combined Excise Tax
Return — Page 2 — Online Form

Completing the Sales Tax Section:

State Sales and Use

Taxable Amount Tax Rate Tax Due
Retail Sales 17,231.40 0.065000 1,120.04
Total State Sales and Use 1,120.04

Find Location by Address

Code Location Taxable Amoun t Tax Rate Tax Due
1726 0.037500 646.18
17,231.40 646,18

Insert the amount from page | (i.e., Retail Sales)

Insert the amount of Retail Sales that are applicable to each cit

seattle.score.org SCORE 4/
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Woashington Combined Excise Tax

Return — Paper Form — Don’t Use It
e (O —

Combined Excise Tax Return aeros D:-wmj [ ———— oy | = -
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Woashington Paid Family & Medical
Leave Tax

Covers Washington workers for their own illness, the
illness of a family member, baby bonding, and/or
supporting a military family member.

For 2025, the tax rate is 0.529248% of your business’s
profit up to $176,100 to fund the paid leave program.

Washington

Owners of businesses can (but are not obligated to) pay Paid F t
tax on their business’s profit (or W-2 gross wages if the ai ,aml y
business has elected S-Corporation or C-Corporation & Medical
status with the IRS); however, evaluate the cost-potential Leave

benefit before doing so.
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Washington Cares Fund Tax

Self-employed individuals (i.e., owners of sole proprietorships
and partnerships) in Washington are subject to the WA Cares

Fund tax. However, they have the option to elect coverage. :P

If they choose to opt-in, they will contribute 0.58% of their -
business’s profit to the fund. This contribution provides r 4
them with long-term care benefits. Employment
Benefits will become available July I, 2026, at which time Security

each person who is eligible to receive the benefit can access Department
care costing up to $36,500 (adjusted annually for inflation) WASHINGTON STATE

over their lifetime.

Learn more at: http://www.wacaresfund.wa.sov/

seattle.score.org SCORE 4/
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How to File and Pay Cares Fund and
Paid Family & Medical Leave Taxes

https://secureaccess.wa.gov/esd/eams/AvailableServices.aspx

Then input your sign-on credentials: P =

-_—

o
e >
-
v =
A )=
7> 2
< I5n0 T
Your login for Washington state '

. Emplqyment
USERNAME Secunty
? Department
WASHINGTON STATE

WA Cares Fund and Paid Family & Medical Leave Taxes are reported on the
same online form by the business quarterly and each tax is paid separately.

Both taxes are due 30 days after the end of each quarter.

SCORE /%
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Summary — Washington Taxes on
Businesses

The two Washington taxes on a business’s sales are:
» Business & Occupation Tax — almost all businesses

» Sales Tax — only for businesses with taxable sales

The two Washington taxes that are optional for
business owners of sole proprietorships and
partnerships:

» Paid Family & Medical Leave Tax
» WA Cares Fund Tax

seattle.score.org SCORE //
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4. Local Taxes on Businesses
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Key Local Taxes on Businesses

There are four key local taxes on small
businesses:

* County Real Property Taxes on
commercial & industrial property

* County Personal Property Tax

e City Business & Occupation Tax

* City Sales Tax (previously discussed)

seattle.score.org SCO __w
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County Real Property Taxes

Commercial and industrial real property owned by a
business is required to be valued annually at 100% of its true
and fair market value.

The tax rate is determined by the county in which the real
property is located. Tax rates are about |.0% in the
counties around Seattle.

Real property tax reporting is due on April 30 and one-half // /
1

of the payment of tax is due on April 30 and the second half
on October 31.

SCOR

&
AR BUSINESS
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County Personal Property Tax

Personal property owned by a business is defined as any movable
property that is not affixed to real property. It is generally comprised of
the following items:

* Machinery and Equipment, Fixtures and Furniture

* Leased Equipment

* Leasehold Improvements

* Supplies, Materials and Tools I .

Personal property exempt from personal property tax includes:
* Inventory

* Vehicles used on roadways
seattle.score.org SCORE 4/




County Personal Property Tax

Personal property, like real property, is required to be valued
annually at 100% of its true and fair market value.

The tax rate is determined by the county in which the personal
property is located. Tax rates in the counties around Seattle M
are: Snohomish County
» King County: 0.953% AETERIOrE 0T
» Snohomish County: 0.999%
» Pierce County: 1.210%
» Island County: 0.840%

SCORE /%
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Initial Personal Property Reporting for a
New Business to the County Assessor

Reporting to the County Assessor includes a I — —

Seattle, 1A 031042334 Assessor
Phane: (208) 208-5126 Fax: (206) 206-0107

listing of all personal property owned by the T e S

NEW BUSINESS PERSONAL PROPERTY ACCOUNT SETUP
3 Cheek this box if this is 3 new sccount based on a startup business

business, showing a description, year of purchase e o e ey o

Former Cwner Name:

Former Business Mame-

and original cost: | EmEmE

ayer Mame: | Fitertion: M. Jane Dos

o T
ABC Cormpany LLC
Wailing Addrezs: | City: Siate: [ Jip:

000 E. Pine Street Seatile WA gg1z2
Business Hame:
ABC Company LLE
Fhysical fddress. | [¥

998 E. Pine 5t
Fhone Mumber.

(204) 345-0007
ress (address 1o conact regardng personal proparty acoount or hsing):

TiEe Zip:
WA

Ty
Seattle 98122

. jane@sbozeatile com ww receive listings via emsil
or Business Descripfion: UETHumber: Diate Cpened:
W n e u S I n e S S S S et 722410- Cafe 803-546-263 812802017
. LCegal Entity [Fizase Wark One]

CSole Propristor OCarparation- Out of State, State:
CCorporstion- VWA Stadex Other - LLG

Acquisiion Tear ] o
A7 I

TOT7
AT

2. Leasehold Improvement

qumber (if known): -

ents (Plzase attach additional pages if necessary)
Arcguisition Year | Ongi ost
0Ty

PREPARER INFOTHS
Hama:* Ms_Jane Dos
Emal  [ane@abce=atle com Fhone Mumber. (3] S40-0007

“lf the pléparerls an agent of the taxpayer please atzch 3 letter of authorzation
D4 Form 13 (Rev 082013

seattle.score.org SCOM
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Payment of Personal Property Taxes

You will receive a personal property tax billing in the
first quarter of each year.

It’s your responsibility to determine if the information
on the billing is correct. ltems to investigate and
dispute could be:

> Property you disposed but are still on the billing
» Overvaluation of property due to wear or obsolescence

Personal property taxes are due one-half on April 30
and the second half on October 31.

seattle.score.org SCORE //



City Business & Occupation Tax

A Business & Occupation Tax may be assessed by the
city in which a business is located. For example, Seattle
has a B&O tax.

The city B&O tax is assessed on gross sales of the
business, in a similar manner as the WA B&O tax.
However, certain cities like Seattle have an
apportionment factor for determining taxable service
sales.

seattle.score.org SCO _‘w
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City Business & Occupation Tax Rates

The city B&O tax varies by municipality but is always less than the WA B&O
tax rates. Following are some nearby cities rates and sales exemption

thresholds.
Retail / Service Tax Sales
Wholesale Tax Rate Exemption
Rate Threshold

Seattle 0.222% 0.427% $100,000
Bellevue 0.1496% 0.1496% $170,000
Kirkland (tax based on $105 per employee) 0 0 $12,000
Redmond (tax based on $107 per employee) 0 0 $0
Renton (per employee tax for B&O exempt bus.) 0.05% 0.085% $500,000
Shoreline 0.1% 0.2% $500,000
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Reporting and Paying City B&O Taxes

City Business & Occupation taxes

are best paid through the “File c
Local” website as the tax is
calculated automatically and T L o o e e S s e e

payment is electronic. e

FileLocal offers businesses a one stop place to meet

F i I e LOCQ| Your one stop for local business licensing and tax filing

Home Contact City Support FAQ

their license and tax filing needs.

City B&O taxes are normally

Simple, fast and time-saving.
reported and paid either monthly, el b linel ki
quarterly or annually. =

seattle.score.org SCORE 4/
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Summary — Local Taxes on Businesses

The three key local taxes on a business are:

» Business & Occupation Tax — certain cities

» Personal Property Tax — certain counties

» Sales Tax — only for businesses with taxable sales

If the business has real property such as buildings
and/or land, then Real Property Taxes.

SCORE 4
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Workshop Agenda

5. Paying Yourself as a Business Owner
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Owner’s Draws

Cash paid to the owner(s) of a business that is either a sole
proprietorship or partnership is called an “Owner’s Draw”.

Owner’s Draws are NOT taxable income to the owners and are NOT WHAT IS

a business expense. "
OWNER'S DRAW

Owner’s Draws are NOT compensation to the owners as owners
cannot be employees.

Owner’s Draws are merely the payment of cash from the business.

Note: If your business has elected S-Corporation or C-Corporation,
then you, the business owner, are required to be an employee if you
provide services to the business and are required to receive
“reasonable compensation”.

seattle.score.org SCO



How to Make an Owner’s Draw

Any payment to a business owner, other than a reimbursement of an
expense of the business paid personally by the business owner, is an
“Owner’s Draw”.

Ways to make an Owner’s Draw:
|. Check from the business to the business owner.

2. Electronic transfer of funds from the business to the business
owner.

3. Cash withdrawn from the business via ATM by the business
owner.

venmo

4. Zelle or Venmo transfer from the business to the business owner.

seattle.score.org SCORE //
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6. Recordkeeping
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What to Keep!

All invoices and receipts supporting business
expenses and deductions.

All invoicing to customers and customer payment

‘3, THISE VALUABLE TH§ & T MUCH
records. | DOCUMENTS SHOULD ! EASIER WHEN 1 REALTZED
3| GE STORED FOR 3[{ THAT NORODY EVER
£| FIVEVEARS 3| { ASKS FOR ANYTHING
$ s { BACK
All accounting / bookkeeping information.
~- ¥ lllll
" - § é ..........

All Federal, state and local tax returns and reporting.

All other records that support information provided
to taxing authorities.
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How to Keep!

Format:

Electronic — be sure to do regular back-ups

Paper — be sure to protect from hazards

Manner of Filing:

By month (preferred)

By supplier and customer

If you use QuickBooks Online, you can attach
your electronic documents to the transaction in
the system.

seattle.score.org SCORE 4/
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How Long to Keep!

Supporting documents:

/ years from the date the related .
Federal income tax return is filed. '
Statute

. f'
= Ol

Federal income tax returns:

Indefinitely

seattle.score.org SCORE //



Accounting Systems

An accounting system is a process by which you record the transactions of
your company in order that you can develop financial statements. The three

types of accounting systems employed by small businesses generally fall into the
following categories:

|. Manual System
2. Simple Computerized System for Small Businesses

3. Comprehensive Computerized System for Small Businesses.

seattle.score.org SCORE /&
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Manual Accounting Systems

A handwritten or Excel-driven accounting system in which each
transaction is listed as a single entry.

i e
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If you’d like this Excel file, send Joe Heinrich an email at: joseph.heinrich@scorevolunteer.org
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Simple Computerized Systems for Small
Businesses

> Freshbooks:
> Designed to be similar to QuickBooks Online, but with less functionality. iﬁ(a’;;”

Quite good for a service business that does not sell products. Very good
billing function embedded in the software.

> Cost of about $15 to $25 per month. https://www.freshbooks.com/

cloud accounting

> Wave:

> Good accounting system and payroll system, but not as robust as o)/ wave
QuickBooks or Xero.

° Pricing is free; however, you will pay fees for credit card transactions
through Wave and for the payroll system. https://accounting.waveapps.com

seattle.score.org SCORE /&
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Comprehensive Computerized System

for Small Businesses
> QuickBooks Online:

> Designed to handle most small businesses using either cash basis or
accrual basis accounting. Can manage payroll and inventory, @
generate invoices, create budgets and simplifies preparation of Ei"ﬂmkbooks
financial statements. Great for working with an off-site

bookkeeper. Cost of about $30 to $90 per month.
> Xero:

> Designed to be more “user friendly” than QuickBooks. Provides
similar functionality than QuickBooks, but with more graphical
images. Pricing is generally $25 to $46 per month, depending on
the version and the features needed.

seattle.score.org SCO .E-/J/
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Some Other Basic Rules for Financial
Record Keeping

| — Have business checking account, debit and
credit cards that are separate from personal
accounts and cash

2 — Have an accounting system appropriate for
the complexity of your business

3 — Don’t try to go it alone — have a competent
. . PROPER FORMS
professional available for help il iy [

EXPENSES KEEPING AND

NOT TAKING
ORGANIZATION THE PROPER

DEDUCTIONS

IRS Publication 583 “Starting a business and
keeping records” is available at no charge at
www.IRS.gov.
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Rules of the Road for Your Taxes

|. Use all legal means to save and defer taxes.

2. When in doubt, seek competent advice.

3. Put aside cash for paying taxes. (i.e., Pay the
governments before paying yourself.)

4. Pay all taxes when due and be sure to be fully
paid up by the due date of the return. (i.e,,
Don’t use the IRS or WA Dept. of Revenue
as a lender.)

seattle.score.org SCORE 4/



Business & Personal Tax Payment
Chart

The Dude’s Cowboy Chili Parlor
Tax Flings and Due Dates for 2008
Frid ay, August 10, 2018

Federal Estimated Tax Pa;ir;:nt wMisDude e % = e e = = - s - = = = YO u r P rese nte r Wi I I

Federal Fayroll Tax Deposit Gusto 15

Form 241 - RS Gusto 3

Form 240- RS custo 31 [ ] °

. email this template
FormWw-3 - RS Gusto 31

Wa combined Excize Tax Return - Wa Dept of Rev. Dude 31

Business Licenss Tax Return - Seattle Dude 31

WA Unemployment Tax Retum - WA DES Gusto 31

WA LE| Premium Return- WA Dept. of LEI Gusto 31 to you.

Form 1082 - RS and Redipient Dude 31

Form 11205 - IRS Dude 15

Form 1040 - IRS Dude 15

Federal Estimated Tax Payment Dude 15

Federal Payroll Tax Deposit Dude 15

FormS41- RS Gusto 30

WA Combined Excize Tax Return - WA Dept of Rev. Dude 30 M

WA Unemployment Tax Retum - WA DES Gusto 30 H Owever It Wou Id be
WA LE| Premium Return - WA Dept. of LE Gusto 30 ’

Federa! Estimated Tax Payment Dude

ERT

WA Annual LLC Return - WA Seor. Of State Dude

Federal Payroll Tax Payment - with Form Sa1-v Gusto 31 b e St to h ave
FormS541- IRS Gusto 31

WA Combined Excize Tax Retumn - WA Dept of Rev. Dude 31

WA Unempkyment Tax Retumn - WA DES Gusto 31

WA LE| Premium Return- WA Dept. of LEI Gusto 31

Federal Estimated Tax Payment Dude 15 C 0 I I l P ete nt

Form 11205 (If exended) - IRS Dude 15

Form 1040 (If exte nded) - IRS Dude 15

Form241- RS Gusto 3t M

WA Combined Excize Tax Return - WA Dept of Rev. Dude 31 Pro esslona e P
WA Unemployment Tax Retumn - WA DES Gusto 31

WA LE| Fremium Return - WA Dept. of LB Gusto 31

tailor it for your
situation.

seattle.score.org
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Workshop Agenda

/. Conclusion
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SCORE’s Business Success Resources

SCORE

o Our mission is to foster vibrant small business
communities through mentoring and education. SCORE //
> National non-profit organization with 300 chapters ‘—J
and 10,000 volunteers.

o Greater Seattle Chapter has |50 volunteers with a
variety of different backgrounds and expertise.

SCORE Mentors

SCORE Website

, , , Information, business plan templates,
> Meet one-on-one with expert business mentors in |
many business specialties. Mentors advise, educate newsletters, etc.
and encourage business owners to help them Online webinar training
develop and be successful in their businesses. https://www.score.org/seattle

> Register for mentoring at
https://www.score.org/seattle/local-mentors

SBA Website
SCORE Small Business Workshops https://www.sba.gov/offices/district/w
o Register for workshops at a/seattle

https://www.score.org/seattle/local-workshops

seattle.score.org SCOR
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Other Important SCORE Workshops

I. Successfully Starting a New Business in Washington

This workshop will help you decide on your business entity and how to register your business and get
the necessary licenses.

2. Paying Your Employees in Washington

This workshop will provide you the tools necessary to be able to pay your employees the wages they
earn and pay the Federal and Washington payroll taxes on those gross wages.

3. Tax Saving Strategies for Small Businesses

This workshop will provide you with the 10 Top Saving Strategies to help you save Federal taxes.

Register for these workshops at https://www.score.org/seattle/local-workshops

SCO
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After the Workshop . ..

|. Complete the evaluation with your very frank
comments you will receive by email.

2. Get a SCORE Mentor at www.score.org/find-

mentor. [t’s easy to do !! SCORE //@

3. Resolve to implement the learnings from this
workshop in your business that you obtained
here today.

seattle.score.org SCORE /&



THANK YOU FOR
YOUR PARTICIPATION

SCORE-s

POWERED BY
SBA

U.S. Small Business
Administration

The material in this publication is based on work supported by the U.S. Small Business Administration under cooperative agreement SBAHQ-05-S-0001. Any
Opinions and conclusions or recommendations expressed in this publication are those of the author and do not necessarily reflect the views of the U.S. Small
Business Administration.
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