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IRS has a limited number of income types: 
-wage 
-self employment 
-investment 
-passive  
-retirement 
-other income 
 
 
 
  
 

   Business vs. Personal  



 

   Wage income vs. Self Employment 
 
-wage income: W-2, federal and fica taxes 
withheld 
-investment income: stock sales, dividends, 
interest from bank accounts 
-retirement income: Social Security, pension, 
401(k), IRA 
-passive income: rental, outside business 
interests 
-other income: gambling, jury duty, lawsuits 
-self employment: everything else 



City of Seattle 
206-684-8484 
seattle.gov/licenses/get-a-business-license  
 

State of Washington 
1-800-647-7706 
dor.wa.gov 
 

Do I need a business license? 
 

YES 
 
 

Do I need to collect and pay sales tax? 
Maybe. If you sell a physical product or are a personal trainer, yes. 
If you are unsure, contact the state! They are fast and friendly 
 
 
 
 
 



King County 
206-296-0100 
kingcounty.gov/services/business/licenses.aspx 

 
 
 
Business License 
 only required for specific businesses 
Personal Property Tax 
 anything over $7,500 
 approximately $1 for every $1,000 above threshold 
Taxi, For-Hire and TNC (Transportation Network Company) 
 apply for a permit 



Washington State 
Washington does not have a personal income tax 
There are business taxes: 
B&O/Excise, city revenue 
These taxes are generally small in comparison to other states 
City of Seattle: no tax if gross receipts under $100k 
State of Washington: depends on business type, but generally little or no 
tax if gross receipts under $50k 
But you still have to file the tax returns, even if you have no tax  

 
 
 
 
 





Types of Business Formation (Business Entity) 
 
 
 
Sole Proprietorship 
 Schedule C 
 income reported on Form 1040 
General Partnership 
 partnership return Form 1065 
 income reported on Form K-1 
S-Corporation 
 s-corporation return Form 1120S 
 income reported on Form K-1 and W-2 
C-Corporation 
 corporate return Form 1120 
 income reported on W-2  
 





Parts III, IV & V have to do with inventory, vehicle expense and other expenses 



Home Office Deduction 
 
Regular and exclusive use 
 home owners and renters 
 
 
 
Two methods to calculate 
 
Actual  
use percentage space used X home expenses 
 Example:  office is 200 sq. ft., home is 2,000 sq. ft. 
 10% of heating, electricity, mortgage or rent, insurance and 
  depreciation 
Great for renters, not great for homeowners 
 
Simplified method (Safe Harbor) 
square footage X $5 to max of 300 sq. ft. 
no recordkeeping required- great for homeowners 



Vehicle Deduction 
 
Listed Property 
 cars, computers, cameras 
Personal vs. Business percentage 
 
 
Two methods to calculate 
 
Actual method 
percentage business use X actual costs 
 Example:  total mileage for year 12,000, business mileage 9,000 
 75% of oil change, tires, insurance, gasoline and depreciation 
recordkeeping intensive, burdensome 
 
Simplified method 
$.54 X business miles driven 
recordkeeping is minimal 
 
 



Recordkeeping 
 
 
 
 
 
Substantiation 
Keep records for at least four years 
For vehicle:  purchase price, date purchased, date put into 

service, total mileage, business mileage, repairs 
For home office:  purchase price, date purchased, date put into 

service, total sq. ft., repairs and improvements 
For meals and travel:  receipts,  receipts, receipts, names, dates, 

topics discussed, business purpose 
  



Estimated Taxes 
 
 
Pay-as-you-go 
If expected to owe taxes of more than $1,000, 

then should file quarterly payments; or 
more often 

Do it online or mail them a check 
Either way: pay under the Social Security Number 

of the first person listed on your tax return, 
regardless of who is earning the money 

Rates: depends on tax bracket- in general, tax 
bracket plus 15% for Social Security and 
Medicare on profits  

 



 
 Speaking of Profits... are you actually a 

business? 
Business vs. Hobby 
IRS uses many factors to determine if you are a 
business: 
-do you keep good records 
-do you operate in a business-like manner 
-do you depend on the money from your business to live 
-how much personal enjoyment do you get out of the 
activity 
But the main factor is profits 
Except in certain types of cyclical businesses 
(moviemaking, horse racing) IRS generally expects a 
business to turn a profit in three out of five years. If you 
consistently show losses, they may audit and reclassify 
as a hobby 



 
 

So you're a business! 
Things to do before the year ends: 
-find a way to record income and expenses as they come- 
Quickbooks or similar programs are great, if you have a lot of 

transactions and are willing to put in the time 
    (it's also really easy to get screwed up with if you don't 

know what you're doing- taking a class is recommended) 
Excel or similar spreadsheets work fine too 
Pen and paper is also fine- the key is to keep track of it in a 

timely fashion so that you're not scrambling come tax time 
It's also a good idea to have a list of all deadlines in the same 

place, and consult it often. There's no point in paying 
penalties for being late filing taxes 

 



 
 

On the personal taxes side 
Things that matter for homeowners: 
-donations 
-sales tax on the purchase cars, boats, home remodelling 

materials 
-energy efficient home improvements: storm doors, 

windows, furnaces 
-medical expenses, but they have to be above 10% of income 
Things that matter for everyone: 
-IRA/401(k)/403(b) contributions; or their self-employed 

equivelants; SEP, Simple, self-directed 401(k) 
-higher education: lots of options, depends on type and 

income level 
-buying an electric car 
 
 



For more information, or to schedule an appointment,  
please visit www.blockadvisors.com or call 206-441-1040.  

 
 

Contact me directly at: 
Scott Van Amburg 

113 - 1st Avenue North, Seattle, WA   98109 
scott.vanamburg@tax.hrblock.com 
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Please take a moment to give us feedback about your event. 
Your feedback is important to us and will be used to improve 
future programming.  

  

Evaluation link: https://kwiksurveys.com/s/bSlUw7Zj  

  

View other upcoming SBA events here: 
http://tinyurl.com/SeattleSBA  

 

Thank you for attending a Free Workshop 
Thursday Webinar 

https://kwiksurveys.com/s/bSlUw7Zj
http://tinyurl.com/SeattleSBA

