
Pink Petal Development and their affiliates are not lawyers, business consultants, certified personal accountants, or any other kind of legal or professional consultant. They are not to be 
held responsible for any harm or loss that comes from their content and the reader recognizes that the content and documents being provided are meant for use with discretion and are 

based on personal experience. 

  Financial planning and book keeping is an extremely necessary part of starting and maintaining a small business. The easiest 
method of doing this is using spreadsheets and their built in functionalities. 

Some great spreadsheet software or application options include... 
 - Libre Office (Free) - https://www.libreoffice.org/
 - Microsoft Office ($$) - https://www.microsoft.com/en-us/microsoft-365
 - Google Sheets (Free) - https://docs.google.com/spreadsheets/u/0/
 - Apple Numbers (Free but need Apple products) - https://www.apple.com/numbers/

    Book keeping in small businesses is tied closely to taxes and reporting income. There are many ways to do it but the simplest 
way is to have a spreadsheet with income and expenses categorized as such. 

 

 DEBITS
    The categories of outgoing finances (also called “Debits” in accounting terms”) can be simply stated as things like “Postage” 
and “Shop Supplies”. Things like mileage on your vehicle for business related errands or trips are dedictible! There are many other 
things that qualify as write offs, but always be sure to communicate and ask your CPA or a tax professional for more information 
and further clarification.
    - IRS Issued Mileage Rates - https://www.irs.gov/newsroom/irs-issues-standard-mileage-rates-for-2021
      - This is updated yearly and it is best to check the rate with each new tax year. 
    - IRS Approved Tax Deductibles - https://www.irs.gov/credits-deductions/businesses
            - These are items that the United States government sanctions as writeoffs for small businesses - these would be     
         written as debits
    - Home Office/Workshop - https://www.irs.gov/businesses/small-businesses-self-employed/home-office-deduction
      - Yes! Your home office is a write off (as long as it follows the guidelines in their documentation)! 
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Credits 
 Credits are most commonly defined as money coming into the business - this is most commonly going to be income made from 
sales or other method monetization for your goods/services/content. 
 - Be sure to keep track of any income coming in and seperate it by noting whether or not sales tax (if applicable where you are) 
has been collected and remitted on it.
   - Sites like Etsy collect and remit the sales tax for you at the time of sale
      - Income from other venues, such as at craft shows, generally requires you collect tax on it and remit it based on the schedule  
      selected for your sales tax license.
 It is recommended that you record the method of payment and who paid you if using an alternative method of payment (i.e. 
Venmo, Cashapp, etc) for your records and maintain a copy of order slips/invoices (digital or physical copies are both acceptable)
 
    * The IRS may begin investigating any deposit exceeding $600 starting during the 2021 tax year. Be sure to maintain any and  
     all records to avoid audits and/or fines from incomplete records. 
  

Debits 
 Debits are most commonly defines as money going out of the business - this will show as shop and office supply purchases, 
software subscription fees, and any other money that must be paid in order to maintain  and run your business. 
 - Be sure to keep track of all of your receipts. While physical copies are fine, making scans and maintaining a digital copy is highly 
recommended for ease of filing and management. In your books, record the PRE-SALES TAX amount (if your area collects sales tax 
on purchases)
  - While daily updates of your shop’s accounting info is highly recommended (meaning you enter and review any and all receipts 
into your books) - weekly updates are also fine if that’s a better schedule. Just be sure not to fall too far behind, or it becomes a 
nightmare to catch up with. 

Sales Tax Licensing and Remitting
 This process varies greatly by state and some states don’t even collect sales tax, so be sure to check your state’s governmental 
treasury site and speak with a CPA or other accounting or government professional and verify the requirements for your state’s small 
business guidelines.
  Sales tax collection and remittance is a required action in some states - sales tax is a tax you collect per dollar on a sale and is 
required to be remitted to the state the sale is made in even if you don’t live in that state. 

   For example, if you attend a convention in Indiana, you will need to know what their sales tax rate is, if there are any       
   additional taxes applied to the goods/services you’re providing, and collect taxes accordingly. Those collected taxes then    
   need to be remitted to the corresponding state’s treasury. 

 In most cases, this can be automatically calculated and collected using a Point-Of-Sale (or POS) system - like Square card readers.
  Payments can usually be paid electronically via the necessary state’s treasury website (often with a convenience fee) or paid via 
check in the mail.   
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