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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 Cook/Baker

Childcare Cake decorating

Music lessons Blogging

Editing papers Crafts (knitting, card making, soap, etc.)
Web design Photography

Bookkeeping Fine arts (painting, sculpture, etc.)

Event planner Sewing/Dressmaker

Virtual assistant Translation

Writer/Author Art lessons a
Lawn care - /

»
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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

: 4
Price to customers_ ‘/
Break even analysis L)
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Business Concept
Teach piano to 5 beginning students
Marketing Plan
Beginning students. | 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 | doing? Did | 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 Description Income |Advertising Office  Postage ~Meals | Mileage
Number
1/09/200X Debit Website fee 20.00
card
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
Totals 250.00 32.00 1200 55.00 850 295
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X Microsoft Excel - SmallBusinessBookkeeping, xls g@@
Ei\e Edt View Insert Format Took Data Window Help Jﬂﬂ
Dl ERY fRBY A& T AN med o
A B C D E F G H | =
Office Total | Purchased 7
1| _Month  Income Advemising Supplies = Postage  Meals | Expenses | Inventory | Hiles

2 January 24000 §3000  $1200 0 800 $AAD $87.00 §50.00 i

3 February | §700.00 $75.00 $0.00 $0.00 §70.00 §20000 10

4 March $360.00 $E000 $180.00 0 $150.00 §350.00 $0.00 i3

5

B Total §131000  $158000 $6200 0 20500 %BE0 a12.00 §250.00 100

i
g —1

10 v
M4 b MY January f February £ March ) Summary / [4] L On
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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 4
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 | own vs what | 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 | own)
Checking Account $
Savings Account $ -
Accounts Receivable $

Liabilities (what | 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)

#

-
D
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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

4
*COGS is Cost of Goods Sold ¢/

#
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$ %&'

[ELAMl Cost:
33 Method(s) used to value closing inventory:
a []Cost b [gLowerofcostormarket ¢ [JOMeEr (explanation) d [JNA
34 \Vas there any change in determining quantities, costs, or valuations between opening and

closing inventory? If 'Yes', attach explanation [OYes (explanation) ONo A
35 Inventory at beginning of year. If different from last year's closing inventory,

attach explanation 0
36 Purchases less cost of items withdrawn for personal use 1,000
37 Cost of labor. Do not include any amounts paid to yourselt 0
38 Materials and SUPPIIES .. .. ...ooouut ittt 38 150
39 Other cosls 0
40 Add lines 35 through 39 .. . |40 1,150
41 Inventory atend of year ... 400
42 Costofgoodssold. Subtract line 41 from line 40 . |42 750

g 0
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Federal Income tax
0% up to a profit (net income) of $5,350 (o0s)
10% for profit of $5,450 to $8,025 (200s)

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 (2009)
Self Employment Tax = $ 848 (2008)

You can owe near nothing in income tax, yet still
owe Self Employment Tax!
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SCHEDULEC Profitor Loss From Busi OMBNo. 16450074

(Form 1040) (Sole Proprietorship) 2008
Department of the Treasury | b Partnerships, joint ventures, etc., must file Form 1065 et
Intemal Revenue Senice (39)| P Attach to Form 1040 P See Instructions for Schedule C aoencatlo 09
Fame of proprietor Social security number (SSN)

Business Owner Teenage

B Select type of business

* View All codes

Select code for business type

>

Principal business or profession, including product or senvice

ol

Business name. 110 separate business name, leave blank. D Employer 1D number (EIN), if any

m

Business address (including suite or reomno ) »
City. town or post ofice, state, and ZIP code
‘Accounting method: (1) [ Cash (2) [ Accrual (3) [ Other (specify) p
Did you 'materially participate' in the operation of this business during 20082
If you started or acquired this business during 2008, check here
Income
1 Gross receipis or sales. Caution.
® I this income was repored o you on Form W-2 and the
Statutory Employee box on that form was checked
you must complete the Schedule C for Statutory employees
® Ifyou are a member of a qualified joint venture reporting only
rental real estate income not subject to self-employment tax
Check the box. See instructions for imit on losses » O 8,000

®m

F

Income that was reported on Form 1099-MISC

2 Retums and allowances .. | B 0
3 Subtract ine 2 from line 1 RE) 8,000
4 Cost of goods sold (from line 42) | & 750
5 Grossprofit. Subtract line 4 from line 3 .18 7,250
& Other income, including federal and state gasoline or fuel tax credit or refund -|e 0
7 Grossincome. Add NS 5aN06 . ... vvvurusernreniinarinatiiariaaiens 7 7,250
Expenses. Enfer expenses for bUsiness USe of your home _onlyon fine 30

Pv— TaT o P Taal =50
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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
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