PRERARING FOR TAX TIME

KEEPING ACCURATE RECORDS

Keeping accurate and detailed records of your income and expenses is an important key to building a successful massage therapy or bodywork business. Accurate and up-to-date records will also make it easier to prepare your taxes and will give you a realistic view of your net income -the income you’ll ultimately pay taxes on.
 
Figuring your net income for the year is an easy process if you are prepared. First, you’ll need an accurate accounting of the total amount of money paid to you for massage and bodywork during the calendar year - your gross receipts. You can determine your gross receipts by looking at your client logs, adding up the total number of sessions you did during the year, and computing the total fees you earned, including tips.

 
Next, you’ll want to figure out your business expenses - what it costs you to run your business for a year. Your business expenses help you lower your gross receipts and help you calculate your net profit.

 
An easy way to keep an accurate account of your business expenses for the year is to save all of your receipts for goods and services in a manila envelope and keep a running list of expenses on the outside of the envelope. Each description should include the date, which company or person received the money, what the expense was, and how much was paid. By keeping track of your expenses this way, it will be easy to tally up your receipts for tax time.
 
It’s OK if you didn’t maintain good records during the year, but it will take you a little longer to gather your documentation and tally up your total business expenses for the year. Start by gathering all of your receipts, Cancelled checks, and any credit and/or debit card records you can find pertaining to your business. Next, make a list of categories, with an additional “miscellaneous” category so you’ll have a place to park expense receipts if you don’t know what to do with them right away. 
Now, using a separate sheet of paper for each category (linens, paper goods, continuing education fee, etc.), list all of your expenses from the receipts, cancelled checks, and credit/debit cards. Total each list. You are now prepared to answer questions from your accountant or tax preparation software pertaining to your business expenses.

FILING FORMS 
The internal Revenue Service (IRS) says that if you are in business for yourself, or carry on a trade or business as a sole proprietor or an independent contractor, you should consider yourself a self-employed individual and must file a Schedule C or a Schedule CZ. Also, as a self-employed individual (with net earnings of $400 or more), you are required to pay self-employment tax by filing Schedule SE, in addition to your 1040 and Schedule C-EZ. Additionally, if you had a tax liability for 2008, you may have to pay estimated tax for 2009. 

The IRS requires all businesses to pay quarterly estimates of profits, if both of the following apply: 

· You expect to owe at least $1,000 in tax for 2009 after subtracting your withholding and credits. 
· You expect your withholding and credits to be less than the smaller of 90 percent of the tax to be shown on your 2009 tax return, or 100 percent of the tax shown on your 2008 tax return. Your 2008 tax return must coverall 12 months. 

If quarterly payments are not made, a penalty and/or interest charge might be owed, and though the penalty might not be a serious problem, the business owner who delays making adequate estimated payments might be shocked to see what they owe on April 15. Tax estimates are due April 15, June 15, September 15, and January 15. (See IRS Publication 505, Tax Withholding and Estimated Tax, for more details. This and other publications are available at www.irs.gov). To streamline the process, set up automated payments online through the Electronic Federal Tax Payment System (www.eftps.gov). Payments can be set up in advance to be withdrawn from a bank or credit union account. The service is free and can save you from last - minute running to the post office.
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Figuring your net income for the year is an easy process if you are prepared.








