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From the Heart...






. . . Life Skills for Today





By Sharon L. Benedict MS, CLC

Recordkeeping—Business Tips

Part 1

A self-employed person spends roughly an average of about 50-76 hours per year—about 1½ hours per week—on activities related to filing annual federal business tax returns (e.g. business familiarization, recordkeeping, and return preparation). Then add the time spent on other business related recordkeeping (e.g. Accounts management, opportunities, various tasks & appointment records). 

Can you also believe that over two-thirds of all sole proprietorships, partnerships, and S corporations are home-based and concentrated in relatively few industries? According to the Small Business Administration (SBA), over 90 percent of home-based businesses are sole proprietorships with 90% no employees. By year 2000, there was a 23% increase in home-based businesses.

Sixty-six percent home-based businesses are in Service & Construction, Retail, Manufacturing/Transport/Communication/Utility/Wholesale, and Finance/Insurance/Real estate. The largest business type was Child Day Care and Museum Management Services. Yet, 77% made less then $25,000; 96% less than $50,000; and only 4.5% made over $100,000. Guess who does a big chunk of the recordkeeping?

Choosing a recordkeeping system very much depends on your type of business, size, cost, and staff skill. There are two basic types of bookkeeping methods: single entry and double entry systems. Standardized and computer bookkeeping systems (QuickBooks, Money) can be found in business, stationery, and online stores. The Single Entry Bookkeeping System is a simpler method of recording cash receipts and disbursements in addition to the checkbook. This system is typically used for starting small businesses. The Double Entry Bookkeeping System combines the single entry system with additional information to provide you with a more complete picture of your business—credits & debits, cash on hand, equity in building, equipment, accounts payable, mortgages and loans.

Both systems have pros and cons. Single entry systems are easy for a new small business but do not present a complete picture of your business and actual worth.  Double entry systems are more complete, provide more features, and are also easy to do but require more entry time.

The average time spent on recordkeeping is influenced by several factors: 

· Experience

· Records that are well organized and

· Computerization

These factors can markedly lower the time and effort involved. However, the startup business has the greater burden, as federal taxes have a steep learning curve. When the owner hires out, direct costs can run about $500 for the simplest return to $3,500 for partnerships or S corporations. Add the various taxes to be held and paid at various tax periods—federal, sales, use, excise, business & personal property, local fees, business taxes and state tax for other states (Hallelujah!). Experience plays a major role in recordkeeping. 

The quality and design of business records are also a very important factor in the type of paperwork generated not only for tax purposes but also for basic business operations—keeping personal expenses separate. Accurate, complete, and well organized records are essential for both. A well-organized check book may be helpful for very small business startups, but will not be sufficient as the business grows. Using computers can greatly reduce the time and effort involved in recordkeeping and retrieving data for payroll or other more customized records—even if checks are written manually. 

Much of your recordkeeping time will be on depreciation, accounts, withholding, unemployment, learning tax laws/forms, and office-in-home eligibility, and preparing/filing taxes. That’s why most hire out with someone they trust. But if you want to go it alone, make sure you have the skills, motivation, and discipline. You can also check out small business management programs at local universities and schools for assistance.

Here are few key elements of a good business recordkeeping system:

· Separate business checking account 
· Pay all bills by check or electronic payment (be sure you print out automatic payment receipt; don’t assume the deposit was made or cyberspace works all the time)

· Keep petty cash for small expenses; use sparingly and keep support documents.

· Deposit receipts often - Don't keep cash or checks lying around to tempt.
· Support your entries with hard copies filed in a safe place for easy access (use your bank statements as backup documentation).

The next issue will close this topic with some cautions when setting up your recordkeeping system. 
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