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Business Structure

Sole Proprietorship (single family house)

Partnership (duplex)

Corporation (apartment)

LLC: Limited Liability Company: Not a tax structure. Called a “disregarded entity” by the IRS. More like an insurance policy. LLC status limits protects your personal assets by limiting liability to your business assets. 

Hobby writing is like sleeping in your car-not desirable! All hobby income is taxable, but most expenses are not deductible.
Business Start Up

Names and Numbers

Doing Business As (DBA) name registration. In Ohio, it’s called a fictitious name registration. $50.  http://www.sos.state.oh.us
Employer Identification Number (EIN) from IRS.gov (free)

When does a business start?
When contract is signed, first book sold, you are paid, you spend money in pursuit of profit.

Taxes forms for writers

Royalties on Schedule C, even though Schedule E has “royalties” in its title! 
Freelance income: Schedule C of Form 1040

Sales of books
Cost of goods sold. This price you paid to purchase your own books. Deducted as you sell the books, not when you buy a pile of inventory.
Expenses on Schedule C

Special Tax Rules for Writers

Startup expenses: Deduct as incurred (losses every year) or accumulate them and deduct when you sell your book (max $10,000 in first year, then spread over 180 months)

Research expenses: Can deduct research expenses as incurred. Used to deduct research expenses as the books were sold (silly idea!).
Software

Quicken or Mint.com (personal money management)

QuickBooks: Vital if you keep inventory

Freshbooks.com: Billing system for  freelancers 

Outright.com: Bookkeeping in the cloud

Contact Carol Topp, CPA for a business consultation at Carol@CarolToppCPA.com or Carol@TaxesForWriters.com or 513-777-8342

