
Demystifying the Financials 
for Small Businesses



Who Am I?

• Q u i c k B o o k s  P r o A dv i s o r
• M e m be r  o f  t h e  A m e r i c a n  In s t i t u t e  o f  P r o f e s s i o n a l  

B o o k k e e pe r s
• De gr e e  i n  B u s i n e s s  M a n a ge m e n t ,  C o n c e n t r a t i o n  i n  

A c c o u n t i n g
• 1 5 + y e a r s  o f  e x pe r i e n c e  w o r k i n g w i t h  s m a l l  

bu s i n e s s e s  
• B u s i n e s s  o w n e r  w /3  bu s i n e s s e s  
• IR S  R e gi s t e r e d T a x  P r e pa r e r

• W i f e  
• M o t h e r  o f  2  f u r  ba bi e s :  C h e w y  &  Z o e

• L o v e  t o  t r a v e l
• L o v e  go i n g t o  c a m p

• L o v e  t o  r e a d



WHO ARE YOU?

Tell 
M e  
A bo u t  
Y o u ?



Demystifying 
t h e  F i n a n c i a ls  

f o r  S m a l l  
B u s i n e s s e s

Our Topic Today



Survey

How long have you been in business?

More than 3 years?
Less than 3 years?

Are you using a software system for your 
bookkeeping ?

3 )  Do  y o u  f e e l  r e a dy  f o r  t a x  s e a s o n  a t  y e a r  e n d?



Why Do 
Financials  Matter?

Managing Cash Flow
Making Informed Decisions
Readiness for:
  Investors
  Taxes
  Bank Loans
  Grants
  Audits
  Scale & Growth
For peace of mind



 Profit & Loss
    Income and Expenses during a specific time frame
    Shows loss or gain for a period of time
 Balance Sheet
    Assets, Liabilities and Equity
    Recorded at one specific point in time
 Chart of Accounts
    The foundation of all your bookkeeping/accounting
 Accounts Receivable
    What clients/customers owe you
 Accounts Payable
    What you owe vendors
 Cash Flow
    Movement of cash in and out of a business
 Cash versus Accrual Accounting

Basic Financials
to Understand  



WHO ARE YOU?

 It’s about timing –  w h e n  i t e m s  a r e  r e c o gn i z e d o n  y o u r  bo o k s  
 F i r s t  t i m e  y o u  c o m ple t e  y o u r  bu s i n e s s  t a x  r e t u r n ,  y o u  c h o o s e  y o u r  a c c o u n t i n g m e t h o d a n d 

m u s t  s t a y  w i t h  t h a t  m e t h o d
 W h i c h  a c c o u n t i n g m e t h o d y o u  c h o o s e ,  i m pa c t s  h o w  y o u  e n t e r  bi l l s ,  i n v o i c e s  a n d r e po r t  o n  

y o u r  f i n a n c i a ls
 A c c r u a l  a c c o u n t i n g i s  m o r e  a c c u r a t e  a s  i t  s h o w s  m o r e  t h a n  c a s h  o n  h a n d,  bu t  w h a t  i s  

e x pe c t e d t o  be  r e c e i v e d a n d w h a t  i s  e x pe c t e d t o  be  pa i d

Di ggi n g De e pe r
C a s h  v e r s u s  A c c r u a l  A c c o u n t i n g

Example Cash Accrual
C r e a t e  a n  i n v o i c e In c o m e  r e c o gn i z e d

R e c e i v e  pa y m e n t  o n  i n v o i c e In c o m e  r e c o gn i z e d

R e c e i v e  bi l l E x pe n s e  r e c o gn i z e d

P a y  bi l l ,  c h e c k  c le a r s E x pe n s e  r e c o gn i z e d



WHO ARE YOU?
• All financial accounts fall in one of 5 types, and understanding these “types” is the foundation of all 

accounting
• Assets = things you own
     Checking accounts
     Savings accounts
     Buildings
     Vehicles
     Large equipment
 L i a bi l i t i e s  = w h a t  y o u  o w e
     M o r t ga ge  pa y m e n t s
     L o a n  pa y m e n t s
     P a y r o l l
     S a le s  T a x
• E qu i t y  = i f  y o u  s o ld a l l  y o u r  a s s e t s ,  a n d pa i d o f f  y o u r  l i a bi l i t i e s  –  w h a t  r e m a i n s  i s  e qu i t y
      C o u ld be  n e ga t i v e  o r  po s i t i v e  e qu i t y

Di ggi n g De e pe r
C h a r t  o f  A c c o u n t s



WHO ARE YOU?

•Cash flow measures the movement of money  into and out of a business, 
•indicating its liquidity and ability to cover expenses.

•Positive cash flow  means a company can meet obligations and invest in growth, while negative cash flow  
may signal financial trouble if sustained.

Digging Deeper
Cash Flow

Sales (on credit) $10,000

Sales (cash) $  2,000

Total Revenue $12,000

Expenses $  3,000

Equipment Purchase $  4,000

Net Profit $12,000-$7,000=$5,000

Cash Flow $  2,000-$7,000=($5,000)



Other Things 
t o  

P a y  
A t t e n t i o n  

T o



Self - E m plo y m e n t  &  
W a ge s

S t e p 1 :  W h a t  i s  y o u r  e n t i t y  f o r m a t i o n ?  
           S o le  pr o pr i e t o r ?  S i n gle  m e m be r  l lc ?  
           Do  y o u  h a v e  a n  S - C o r p de s i gn a t i o n ?

S t e p 2 :  O n ly  i f  y o u  h a v e  a n  S - C o r p de s i gn a t i o n  c a n
           y o u  h a v e  a  pa y c h e c k  w /t a x e s  w i t h h e ld.

S t e p 3 :  S o le  pr o pr i e t o r s ,  s i n gle  m e m be r  l lc s ,  y o u  
           a r e  pa i d v i a  a n  “ o w n e r ’s  dr a w ” .



Why is this Important?

• I f  y o u  a r e  a n  S c o r p a n d ge t  a  pa y c h e c k ,  a l l  y o u r  t a x e s  a r e  
w i t h h e ld,  i n c lu di n g S o c i a l  S e c u r i t y  a n d O A S DI  t a x e s .

• I f  y o u  a r e  n o t ,  y o u  w i l l  pa y  t h e s e  t a x e s  o n  t o p o f  y o u r  
r e gu la r  f e de r a l  i n c o m e  t a x e s .

• E x a m ple :  
    S c o r p m a k e s  $ 4 0 , 0 0 0
    P a y s  ~ $ 4 , 0 0 0  i n  f e de r a l  i n c o m e  t a x
   
    S i n gle  m e m be r  l lc  m a k e s  n e t  i n c o m e  o f  $ 4 0 , 0 0 0
    P a y s  ~$ 4 , 0 0 0  i n  f e de r a l  i n c o m e  t a x
    P lu s  pa y s  $ 6 , 1 2 0  i n  s e l f  e m plo y m e n t  t a x
    T o t a l  t a x e s  o w e d:  $ 1 0 , 1 2 0

• E x a m ple  a s s u m e s  w i t h h o ldi n gs  c o v e r  a l l  n e c e s s a r y  w i t h h o ldi n gs .



WHO ARE YOU?

IRS 

• In di v i du a ls ,  i n c lu di n g s o le  pr o pr i e t o r s ,  pa r t n e r s ,  a n d S  c o r po r a t i o n  s h a r e h o lde r s ,  
ge n e r a l ly  h a v e  t o  m a k e  e s t i m a t e d t a x  pa y m e n t s  i f  t h e y  e x pe c t  t o  o w e  t a x  o f  
$ 1 ,0 0 0  o r  m o r e  w h e n  t h e i r  r e t u r n  i s  f i le d.

• I f  y o u  do n ’t  pa y  e n o u gh  t a x  t h r o u gh  w i t h h o ldi n g a n d e s t i m a t e d t a x  pa y m e n t s ,  
y o u  m a y  h a v e  t o  pa y  a  pe n a lt y .  Y o u  a ls o  m a y  h a v e  t o  pa y  a  pe n a lt y  i f  y o u r  
e s t i m a t e d t a x  pa y m e n t s  a r e  la t e ,  e v e n  i f  y o u  a r e  du e  a  r e f u n d w h e n  y o u  f i le  
y o u r  t a x  r e t u r n .



 It is a consumption tax imposed by the government 
on the sales of goods and services

 Collected at the point of purchase
 You are the “holder” of the tax and must pass this 

back on to the state of Maine
 In bookkeeping terminology, it is a liability, not an 

expense
 You must register with the state, and they will 

determine if you must pay monthly, quarterly, bi -
annually or annually

 If you sell across state lines, you need to understand 
what nexxus  is

 Missing a sales tax deadline costs you an automatic 
10% of the amount owed, plus other fees

Sales Tax



Financial Tools 
 The difference between Manual and 

Computerized Accounting  i s  t h a t  
m a n u a l  a c c o u n t i n g i s  w h e r e  a l l  
t h e  f i n a n c i a l  t r a n s a c t i o n s  a r e  
m a i n t a i n e d i n  a  r e gi s t e r  o r  i n  a n  
a c c o u n t i n g bo o k  a n d i n  
c o m pu t e r i z e d a c c o u n t i n g a l l  t h e  
f i n a n c i a l  t r a n s a c t i o n s  a r e  
r e c o r de d i n  a c c o u n t i n g s o f t w a r e .

 A m a n u a l  s y s t e m  i s  m o r e  c o s t -
e f f e c t i v e  be c a u s e  i t  i s  n o t  
n e c e s s a r y  t o  bu y  c o m pu t e r s  a n d 
s o f t w a r e  o r  t r a i n  e m plo y e e s .

 A m a n u a l  s y s t e m  c a n  a ls o  be  
m o r e  s e c u r e  be c a u s e  i t  i s  n o t  
r e qu i r e d t o  u s e  t h e  i n t e r n e t  t o  
t r a n s f e r  da t a  t o  t h e  IR S  o r  
a c c o u n t a n t s .  

 T h e  m a n u a l  a c c o u n t i n g s y s t e m  
h a s  n o  i n c o n v e n i e n c e  s i n c e  i t  c a n  
w o r k  e v e n  w h e n  t h e r e  i s  n o  
e le c t r i c i t y ,  u n l i k e  a  c o m pu t e r  
s y s t e m  s e t u p.



Manual vs. 
Computerized 
Bookkeeping

 A computerized accounting 
s y s t e m  c o m pr i s e s  o f  c o m pu t e r  
s y s t e m s  a n d s o f t w a r e .

 T h e  s o f t w a r e  i s  de s i gn e d t o  t r a c k  
t h e  c o m pa n y ’s  a c c o u n t i n g 
t r a n s a c t i o n s ,  i n t e n di n g t o  
pr o du c e  m o n t h ly  f i n a n c i a l  
r e po r t s ,  t a x  r e t u r n  i n f o r m a t i o n ,  
a n n u a l  f i n a n c i a l  s t a t e m e n t s ,  a n d 
o t h e r  f i n a n c i a l  r e po r t s  t h a t  
a n a ly z e  a  c o m pa n y ’s  e f f i c i e n c y ,  
pr o f i t a bi l i t y ,  a n d o pe r a t i o n s .

 C o m pu t e r i z e d a c c o u n t i n g s y s t e m s  
a r e  m u c h  f a s t e r  t h a n  m a n u a l  
a c c o u n t i n g s y s t e m s .  T h e  t i m e  
r e qu i r e d t o  e n t e r  da t a  m a y  
a lm o s t  be  t h e  s a m e  f o r  bo t h  
s y s t e m s .  H o w e v e r ,  a  
c o m pu t e r i z e d s y s t e m  h e lps  u s e r s  
w h e n  t a l l y i n g t h e  r e s u l t s .

 C o m pu t e r s  ge n e r a t e  r e po r t s  
qu i c k ly ,  a n d y o u  c a n  c h a n ge  
pa r a m e t e r s  j u s t  by  c l i c k i n g a n d 
c h o o s i n g o pt i o n s  i n s t e a d o f  
a ddi n g w h o le  c o lu m n s  o f  
n u m be r s .  

 C o m pu t e r i z e d s y s t e m s  a r e  
s u s c e pt i ble  t o  gl i t c h e s  a n d bu gs  
t h a t  c a n  s lo w  y o u  do w n .



Software Options

1. Quick Books

2. Fresh Books

3. Zero

4. Sage

5. Wave (free)

How do I pick?
• Customer Service
• Price
• Ease of Use
• Cloud Based
• All Bookkeeping Needs 

Covered



Manual Bookkeeping 
Options

1.  Ledger
2. Excel Spreadsheet
3. Google Sheets

Pros:
• Hands on Approach
• Less Expensive

Cons:
• Prone to Error
• Time Consuming



Common Errors Not segregating 
personal and 

business 
accounts

Loan Payments 
showing up on 

the Profit n Loss

Sales Tax being 
recorded as an 

expense

Negative 
expense 

accounts

Leaseholder 
improvements 
showing up on 

the Profit & Loss

Personal 
expenses 

showing up on 
the Profit & Loss

Multiple 
accounts being 
used to record 
same expenses

Credit card 
payments 

showing up as 
expenses



Any Questions?
A s k  A w a y !  



My contact information:

KITTY BARBEE
k ba r be e @ ba r be e bu s i n e s s s e r v i c e s .c o m

w w w .ba r be e bu s i n e s s s e r v i c e s .c o m

2 0 7 .9 5 1 .0 8 7 2
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