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Presenter:
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Money Management
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� Simple and fast start up 
� Only one employee
� Sole proprietorship
� Little start up money
� Purpose to learn and earn
� Usually home based
� Easy to close down
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Tutoring

Childcare

Music lessons

Editing papers

Web design

Bookkeeping

Event planner

Virtual assistant

Writer/Author

Lawn care
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Cook/Baker

Cake decorating

Blogging

Crafts (knitting, card making, soap, etc.)

Photography

Fine arts (painting, sculpture, etc.)

Sewing/Dressmaker

Translation

Art lessons
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Business Concept
� The product or service and industry
� How to measure success

Marketing Plan
� Potential customers
� The competition
� How you will stand out

Financial Plan
� Cost 
� Price to customers
� Break even  analysis
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Business Concept
 Teach piano to 5 beginning students

Marketing Plan
Beginning students. I will charge half the competition 
Advertise on homeschool e-loop & at co-op

Financial Plan
Cost of piano tuning twice a year ($180/yr)
Price $8 per 30 minute lesson
Break even after 11 lessons
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Record keeping
Two essential financial statements
How am I doing? Did I make a profit? 

How come it’s so hard to figure out?

Taxes
The “hidden” tax on the 1040
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Month of: January

Date Check
Number

Description Income Advertising Office Postage Meals Mileage

1/09/200X Debit
card 

Website fee    20.00 

1/10/200X Income - Client A  250.00 
1/11/200X 203 Ink 12.00 
1/15/200X 204 Brochures     12.00 
1/15/200X cash Lunch - Client B  8.50

Mileage to meeting  19
1/30/200X 205 Stamps  55.00 
1/30/200X Mileage to post

office
6

Totals  250.00 32.00  12.00 55.00 8.50 25
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 Spreadsheet
� Open Office Calculate (free) or MS Excel
� Simple, cheap

 Quickbooks or MS Office Accounting
� Allow for inventory
� Invoices
� Simple to complex
� Add ons for payroll
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 Income Statement
� Video panorama (over time)

� Bottom line is Net Income (or Loss)

 Balance Sheet
� Snapshot (one date)
� Assets vs Liabilities

What I own vs what I owe
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Income Statement for 2009

Income
Piano lessons 825.00$  
Interest Income 5.00$     

Total Income 830.00$  

Expenses
Sheet music 65.00$    
Mileage 32.00$    
Rewards 15.00$    

Total Expenses 112.00$  

Net Income 718.00$  
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Balance Sheet June 30, 2009

Assets (what I own)
Checking Account 68.00$    
Savings Account -$       
Accounts Receivable -$       

Liabilities (what I owe)
Accounts Payable -$       

Net Worth (Assets-Liabilities) 68.00$    
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 Profit = Income - Expenses
Profit is not the balance in your checking account! Why 
not?

· Unrecorded expenses (mileage)
· Shared personal & business expenses (telephone)
· Income still to come (accounts receivable) 
· Bills you still owe (accounts payable)
· Inventory and Cost of Goods Sold (COGS)
· Owner's draw ($$ you draw out as the owner)
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Inventory costs are only deducted when sold!

Beginning Of Year Inventory $ 0
+ Purchases $1,150
- End Of Year Inventory ($ 400)

Inventory Expense (COGS*) = $  750

*COGS is Cost of Goods Sold
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Federal Income tax
0% up to a profit (net income) of $5,350 (2008)

10% for profit of $5,450 to $8,025 (2008)

 
Self-Employment Tax (Social Security & Medicare) 

15.3 % of profit over $400
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Phil earns a profit of $ 6,000
Federal Income tax = $ 14 (2008)

Self Employment Tax = $ 848 (2008)

 
You can owe near nothing in income tax, yet still 

owe Self Employment Tax!
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• Advertising
• Bank service charges 
• Mileage at $0.55/mile (2009). Parking and tolls
• Depreciation on business furniture and equipment and vehicles.
• Education, including seminars and conferences, magazines and books 
• Legal and professional fees, including the business portion of your tax return
• Licenses and fees paid to governments as part of your business.
• Maintenance and repairs on equipment 
• Office supplies
• On-line fees. Pro-rate based on business use 
• Postage, delivery, and freight costs.  Stamps. 
• Printing, copying, and fax charges.
• Rent of equipment and storage or office space
• Telephone: Initial phone line not deductible. Pro-rate cell phone based on 

business use
• Travel for business for hotels, airfare, taxis, car rentals, tips. 
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Keep good records
Monthly record keeping = 79% survival rate 
Annual record keeping = 36% survival rate

Generate financial statements
Watch expenses

 Don’t spend what you don’t have
 Don’t spend because it’s a write-off

Be brave-ask questions
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Teen Entrepreneur 
http://www.entrepreneur.com/tsu

Small Business Administration: 
Teen Business Link
http://www.sba.gov/teens/

Understanding Taxes
 www.irs.gov/app/UnderstandingTaxes

360 Degrees of Financial Literacy 
(American Institute of CPAs)

www.360financialliteracy.org


