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If you’re feeling overwhelmed about taxes for a potential or existing small business or side 

venture, I don’t blame you. There’s a lot that goes into preparing for Tax Day. And if you’ve 

never filed before, you probably have a lot of questions.   

This guide will tell you everything you need to know! We’ll cover: 

• What taxes you must pay for your business 

• When you must pay business taxes 

• How you pay taxes for your business 

 

The taxes due depend on your business’s legal structure. Are you a sole proprietor? A 

corporation? Or maybe an LLC? So, let’s review these business entities and how they affect 

your taxes. 

Learn more about choosing a business structure. 

 

 

 

 

 

https://www.sba.gov/business-guide/launch-your-business/choose-business-structure
https://www.sba.gov/business-guide/launch-your-business/choose-business-structure
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Paying Taxes as a Sole Proprietor 

A sole proprietorship is a business that’s owned and operated by one individual—that’s 

you. There is no separate existence from the owner and all business income and losses are 

taxed on the individual business owner’s personal income tax return.  

So, instead of filing taxes on behalf of the business, as a sole proprietor you pay taxes based 

on your personal income only. However, you must also pay the self-employment tax, which 

pays into the Medicare and Social Security system. 

Estimated tax is the method you must use to pay withholding for income taxes and self-

employment taxes every quarter. If you were an employee, you wouldn’t worry about this—

your employer would withhold these taxes from each of your paychecks. But as a sole 

proprietor, you are responsible for making estimated tax payments. 

To figure what you must pay in self-employment taxes, use Form 1040-ES, Estimated Tax for 

Individuals.  

To report your income and loss from a business you operate as a sole proprietor each year, 

file Schedule C, Profit or Loss from Business or Schedule C-EZ, Net Profit from Business. 

Here are all the tax forms for sole proprietors. 

 

 

https://www.irs.gov/businesses/small-businesses-self-employed/estimated-taxes
https://www.irs.gov/pub/irs-pdf/f1040es.pdf
https://www.irs.gov/pub/irs-pdf/f1040es.pdf
https://www.irs.gov/pub/irs-pdf/f1040sc.pdf
https://www.irs.gov/pub/irs-pdf/f1040sce.pdf
https://www.irs.gov/businesses/small-businesses-self-employed/sole-proprietorships
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Paying Taxes as a Partnership 

A partnership is a business operated by two or more owners. Most partnerships are known 

as general partnerships (GPs), but there can also be limited partnerships (LPs) or limited 

liability partnerships (LLPs). 

If you operate a partnership, you’ll have to file Form 1065, U.S. Return of Partnership 

Income to show the income, deductions, gains, and losses from the business’s operations—

but the business itself doesn’t pay any income tax. Partnerships enjoy what’s called “pass-

through” taxation, which means the income gets passed on to the owners of the business, 

instead of being subject to corporate tax rates. 

To file taxes, owners who are included in the partnership must file their respective share of 

the business’s income and losses on their personal tax returns, just like with a sole 

proprietorship. Plus, owners of a partnership must also pay self-employment taxes (as 

estimated tax payments).  

Here are all the tax forms for partnerships. 

 

 

 

 

https://www.irs.gov/pub/irs-pdf/f1065.pdf
https://www.irs.gov/pub/irs-pdf/f1065.pdf
https://www.irs.gov/businesses/small-businesses-self-employed/partnerships
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Paying Taxes as a Corporation 

There are two types of corporations: S corporations and C corporations.  

C Corporation 

This is a corporation that’s a separate legal entity from its owners. A C corporation can make 

profits, be held legally liable as an entity unto itself, and is taxed separately. Unlike other 

types of business entities, C corps are taxed both at the corporate level and then again at 

the personal income tax level, if corporate income is distributed to the company’s owners, 

known as shareholders. This is known as double taxation. 

 

S Corporation  

This is a corporation that’s structured to avoid the double taxation of C corps because they 

allow pass-through taxation. S corp owners are separate from the company, but report the 

company’s profit and loss on their individual tax returns to avoid being taxed twice. 

 

Both C corporations and S corporations should be prepared to be liable for an income tax, 

estimated tax, employment taxes, and excise taxes.  

Here are all the tax forms for corporations. 

 

https://www.irs.gov/businesses/small-businesses-self-employed/forming-a-corporation
https://www.irs.gov/businesses/small-businesses-self-employed/forming-a-corporation
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Paying Taxes as a Limited Liability Company 

 

A limited liability company or LLC is a business entity that keeps the owners legally 

separate from the company. As the owner of an LLC, you get the liability protection of a 

corporation with the pass-through tax benefits of a partnership or S corporation. 

For tax purposes, you can choose to treat your LLC either as a corporation, partnership, or 

as part of your individual taxes.  

Here are all the tax forms for a limited liability company. 

 

 

 
 
 
 
 
 
 
 
 

 

 

 

 

https://www.irs.gov/businesses/small-businesses-self-employed/llc-filing-as-a-corporation-or-partnership
https://www.irs.gov/businesses/small-businesses-self-employed/llc-filing-as-a-corporation-or-partnership


  

 

LAURADADAMS.COM 

When You Must Pay Small Business Taxes 

 

What do these business entities have in common when it comes to paying taxes? 

They all have to pay quarterly estimated taxes if the business owes taxes of $1,000 or more. 

With one exception: corporations only pay quarterly estimated taxes if they expect to owe 

$500 or more in tax for the year. 

As a small business owner, you generally pay the IRS four times per year: April, June, 

September, and January. 

That’s four tax deadlines you might miss. However, by the time the annual tax deadline 

comes around, you’ll have already paid three-quarters of your tax liability. 

To calculate your quarterly payment, estimate your expected adjusted gross income, taxable 

income, deductions, and tax credits for the year. Use your taxes from the previous year as a 

guide. 

Calculate how much you’ll owe for each quarterly payment using Form 1040-ES, Estimated 

Tax for Individuals. 

 

 

https://www.irs.gov/pub/irs-pdf/f1040es.pdf
https://www.irs.gov/pub/irs-pdf/f1040es.pdf
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Preparing Your Small Business Taxes 

Filing business taxes is so much easier if you take time to prepare your financial documents 

and records well ahead of time. Here are some of the documents you may need: 

• Last year’s business tax return 

• Payroll documents 

• Bank and credit card statements 

• Accounting documents 

• Partnership agreements 

• Depreciation schedules 

And because you’ll have to make a thorough accounting of all income and expenses 

associated with your small business, have this information ready: 

• Gross receipts 

• Checking and saving account interest 

• Returns and allowances 

• Sales records 

• Employee wages 

• Insurance premiums 

• Contractor payments 

• Office rent (or portion of the rent or mortgage paid on your home office) 

• Transportation and travel expenses 

• Advertising costs 

• Office supplies and equipment 

• Phones and other communication devices 
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Know Your Allowable Business Tax 
Deductions 

 

Another reason to keep good records is that you can deduct your small business’s expenses 

to reduce your taxes. They could add up to hundreds or thousands of dollars saved for your 

business each year. 

Depending on how your business is legally structured, you’re allowed to deduct “ordinary 

and necessary” expenses that your business incurs to make a profit. If you can prove that an 

expense is relevant, you can deduct it from your taxable income. Deducting your expenses 

means that you’re reducing your taxable income and the amount of tax you owe. 

Get familiar with the allowable deductions for your business, so you can save as much 

money as possible on your small business taxes. 

 

Here are the allowable business tax deductions. 

 

 

 

https://www.irs.gov/businesses/small-businesses-self-employed/deducting-business-expenses
https://www.irs.gov/businesses/small-businesses-self-employed/deducting-business-expenses
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5 Common Business Deductions to Know 

Here are five common deductions that apply to almost all small businesses that you shouldn’t 

miss: 

1. Vehicle Expenses 

Most small business owners use a car, van, or truck for their company. If you can prove that 

you use a vehicle for business purposes, then you can deduct the cost of operating the 

vehicle. 

There are two ways to deduct your vehicle expenses on your small business taxes: standard 

mileage rate and actual car expenses. With the standard mileage rate method, you’ll deduct 

the cost of operating your vehicle based on the amount you drive it (54.5 cents per mile in 

2018).  

If you use the actual expenses, you’ll deduct the cost of your vehicle by all the costs you 

incur from operating it: gas, oil, repairs, auto insurance, and so on. If you use your vehicle 

for both business and personal use, you must separate your expenses based on actual 

mileage.  

Learn more about the business use of your car. 

 

 

https://www.irs.gov/publications/p463
https://www.irs.gov/publications/p463
https://www.irs.gov/publications/p463
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2. Insurance 

Most small business owners will protect their company with at least one form of business 

insurance. If you pay for your business owner’s policy, health insurance, malpractice 

insurance, and so on, you can deduct 100% of those premiums on your small business 

taxes. 

 

3. Rent 

If you rent the space you do business in, your rent payments are tax deductible. And that’s 

not just for office spaces or storefronts—you can also deduct your rent payments for 

equipment and machinery. 

 

4. Home Office Expenses 

If you operate your business from part of your home (whether you own or rent it), there are 

many tax deductions that you shouldn’t miss. Deductions may include mortgage interest, 

homeowners or renters insurance, utilities, repairs, and depreciation.  
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5. Retirement plans 

 

Tax-advantaged savings plans that you set up for yourself or your employee’s retirement are 

typically deductible. Learn more about retirement plans for businesses. 

 

Learn more about deducting business expenses. 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.irs.gov/retirement-plans/plan-sponsor/small-business-retirement-plan-resources
https://www.irs.gov/retirement-plans/plan-sponsor/small-business-retirement-plan-resources
https://www.irs.gov/publications/p535
https://www.irs.gov/publications/p535
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Choosing a Business Accountant 

I use a business account because they stay up-to-date on very complex issues so I can 

maximize my deductions and save money. A good accountant will easily pay for him or 

herself! 

A great business accountant can give valuable advice and guidance for managing your 

business’s financials. Interview several candidates and ask questions, such as: 

• What’s your experience working in my industry? 

• Have you worked with a similar business entity before? 

• What are your services beyond small business taxes? 

• How often will we communicate? 

• What are your certifications? 

• Do you have a specialty? 

• What are your rates? 

You might meet in person or have a video call over Skype to make sure you choose the right 

person or firm. And if he or she doesn’t work out, don’t be afraid to make a change. 

Some business accountants have gone through a qualification process to become a Certified 

Public Accountant (CPA). They must take continuing education to qualify and periodically 

renew their certification—so you can be confident that they’ll be up-to-date with accounting 

methods.  

To find a CPA, visit the American Institute of Certified Public Accountants (AICPA). Also ask 

other business owners, advisors, attorneys, or bankers you know for referrals.  

https://www.aicpa.org/forthepublic/findacpa/findacpa.html
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Using Accounting Software and Apps  

Whether you use an accountant or not, you’ll need to keep your financial transactions 

organized. Use accounting software to make the process much easier. 

One accounting program to consider? QuickBooks is what I use because it’s simple, 

powerful, affordable, and the gold-standard product.  

Not only can QuickBooks help you with your business tax accounting, but it’s loaded with 

features, such as payroll processing, inventory management, profit and loss analysis, 

reporting, and much more.  

FreshBooks is another accounting software I use. It’s a simple program that allows you to 

oversee basic cash flow, expenses, invoices, and much more. 

MileIQ is an automated app that tracks your mileage. This is an easy way to separate your 

business and personal use of a vehicle and maximize your deduction. 

 

 

 

 

https://lauradadams.com/quickbooks
https://lauradadams.com/quickbooks
https://lauradadams.com/freshbooks
https://www.mileiq.com/
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3 Keys for Successful Business Taxes 

To be prepared and pay as little as legally possible, remember 3 keys for successful business 

taxes: 

1. Stay organized throughout the year 

Business taxes might only be on your mind a few weeks leading up to deadlines, but 

preparing and organizing them should really be a priority all year round. If you take steps to 

prepare before tax season, you’ll save yourself a lot of headache when you need to file. 

Make sure that your records are current and accurate, and keep everything you might need 

in the future. When in doubt if you might need some documents during tax season, just keep 

them. The more information you have as backup, the better. 

2. Don’t let tax deadlines sneak up on you 

If you don’t pay your taxes on time, you’ll be charged interest and penalties that increase as 

time goes on.  

3. Get help when you need it 

If you don’t have the time or expertise to do your small business taxes properly, hiring an 

accountant will be well worth the cost.  
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Disclosure: If you choose to work with any of the companies provided by links in this guide, 

I may earn a commission that comes at no additional cost to you. I only recommend 

products or services that I’ve used or know are helpful and useful, not because of the small 

commission I may make.  

Please do not use any of these products unless you feel that they will help you achieve your 

business or financial goals.  

The information in this guide is provided for educational use only and is not intended to be 

legal advice. Be sure to seek legal and financial advice that is personalized to your situation. 
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