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7 Things Every Small Business Owner Needs To Know
Whether you are online today incorporating your business, or have been in business for
more than 10 plus years -- every business owner I know has asked the following
questions at some point in his or her career.
The key, of course, to these questions is for you to ask them before they become a
problem.
Over my 18 plus year career in helping small businesses, I have been involved in
solving these problems, after the fact, more times than I can remember. To be a
successful business owner today you need to tackle these potential hurdles head-on
before they jump up and put you out of business.
If you need any help with the information I review, feel free to contact me on my web
site at: www.Makara-Assoc.com, or by calling (239) 384-9688.

1. Cash Flow Management, Financing Options & Banking Relationships
Cash flow management is the #1 key to any successful business.
In todayʼs environment of small margins, tight credit and monthly bills coming due, it
seems like every two weeks, the availability of “cash” is at a premium.
• Where does “cash” flow come from?
• How much “cash” will I need to start, or to expand my business?
• What type of financing will I qualify for?
• What banking relationships do I need?
• What kind of bank accounts do I need?
These are the questions you will need to have answered before you hit submit on the
web site to Incorporate or before you expand.
The answer to all these questions will depend on the type of business you are starting
or expanding and the where-with-all of the existing business and/or its owners.
Trimming expenses is the low hanging fruit in most established businesses today.
Over the past two years, I have received daily calls from clients asking the same
question; my overhead is killing my business, how do I reduce it? The answer to this
questions is easy to answer and hard to implement.
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The answer is cut everything, yes everything, no individual or expense item is more
important than the business itself. Employeesʼ and owners get in a comfort zone and
think they need every employee and luxury they have.
Ask yourself this question; did I need this expense when I started the business?
If the answer is no, then, well I think you know what needs to happen next.
One caveat, be careful not to cut through the bone. Cutting to the bone may be required
but through the bone can damage the foundation of the company.
For example: it has been decided trimming payroll by $40,000 must be done, it would
be easy to select one or two people and lay them off, who will pick up the work they
were doing? Iʼm assuming everyone is working 40 – 50 hours per week just to keep up.
It may be in the best interest of everyone employed to take a 5% – 10% pay cut ($40K
reduction in payroll expenses) and keep the one or two extra bodies around to keep the
company working effectively and most important, keep the customers happy.
If you have any questions, or would like to learn more, please contact me by calling
(239) 384-9688, or visit my web site at: www.Makara-Assoc.com.
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2. Tax Planning is a year round activity
I work with a number of business owners who, over the years, have learned tax
planning CANNOT be done effectively in February, two months after most year-ends.
Tax planning is a year round activity.
Questions such as:
• Is the business making a profit or losing money?
• What is the revenue recognition policy? Is it the correct policy for the industry (there
are a number of ways to recognize revenue depending on your industry)?
• What is the capitalization policy of the business? Is it being followed?
I save most new clients my first yearʼs professional fees, in reduced property taxes, just
by reviewing and adjusting the capitalization policy of the company.
Is the business taking advantage of any and all tax elections that can or should be
made in a given year (i.e. IRC section 179; expensing of capital assets)?
If your business is established, the last few years have most likely been very difficult
and your business has probably incurred losses.
Management of those losses is critical.
I have spent the last 18 months working with business owners to make those losses as
large as legally possible to create more income/profit. Yes, create income/profit!
Most small businesses are set-up as a pass-through entity (LLC/partnership or small
business corporation aka S-Corp), meaning the owners/partners of the business pays
any income tax due for the business. When the business is generating losses, over and
above other income the owners/partners have included on the individual tax returns, a
net operating loss (NOL) is generated for that year.
How you treat the NOL is beyond the scope of this eBook, however when an individual
has a net operating loss most itemized deductions (Schedule A, on their 1040) and your
personal exemptions are lost, not able to be carried forward or back to a subsequent tax
year.
Depending on the amount of real estate taxes, mortgage interest and personal
exemptions the business owner is allowed, the tax deductions and dollars lost in not
being able to offset them against other income can add up quickly.
If you have any questions, please give me a call at (239) 384-9688 or visit my web site
at: www.Makara-Assoc.com.
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3. Human Resources and Payroll issues
The doʼs and donʼts of human resources and payroll processing can be expensive.
Poor documentation penalties can cost $1,000 per employee, and $10,000 for
knowingly hiring an illegal immigrant.
Penalties for failure to file employment forms and/or deposit payroll taxes withheld
range from 2 – 15% of the tax, plus interest.
Make sure your company is using the most up to date forms (i.e. W-4ʼs and I-9ʼs), keep
employee files clean and updated for any and all changes.
A few tips when it comes to employee files:
1. First, donʼt make notes on applications and resumes, circling the date of college
graduation could be evidence of age bias in the future.
2. Second, donʼt keep I-9ʼs in employee files, keep these and supporting
documentation in a separate file again to protect against discrimination claims.
3. Third, donʼt use social security numbers as employee IDʼs.
Create a hiring checklist, as missed or uncompleted documents can cost you.
If mistakes are made, payroll processing can be a time consuming and expensive.
Some of the more costly mistakes made in payroll are:
• not paying overtime to nonexempt employees and
• not timely depositing withheld taxes (Trust Fund money).
The rules for payroll are complex, if you or someone on your staff is not fully aware of
these rules, hire a payroll service.
It will only take one or two mistakes to pay for the service, not counting the time it will
take to correct the error.
If you have any questions, please give me a call at (239) 384-9688 or visit my web site
at: www.Makara-Assoc.com.
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4. Small Business Accounting and Information Technology (IT)
Choosing an accounting software package can be daunting, but itʼs a VERY important
task.
Selecting the wrong software for your company could save money in the short-term but
cost more in total resources in the long run.
Additional costs incurred will include:
• wasted time by employees preparing manual calculations or forms,
• added total employee count to keep the accounting system functioning or
• having to purchase additional non-integrated software to perform accounting tasks.
Questions to consider when making an accounting package purchase:
• number of transactions (invoices and checks) per month
• will job costing reports need to be produced
• will sales estimates need to be produced
• will your company have retail sales / collect cash and process credit cards
• number of users that will need access
• will inventory need to be tracked
• how will payroll be processed
• will the information need to be available online

No matter what software is selected - backing up data files is a must.
Having a back-up system is not enough; you must check the back-up at least once a
month. Restore a file to insure the backed-up data is in working order. If your company
is new make sure a back-up system is in your budget, if your business has been
operating for any length of time and you donʼt have a back-up system, set up an
appointment with an IT professional today.
If you have a back-up system in place and have not checked the data files in the last 30
days ask your IT manager to review this procedure and have the file(s) checked. The
cost to rebuild data files runs into the thousands of dollars in lost time needed by your
employees.
If you have any questions, please give me a call at (239) 384-9688 or visit my web site
at: www.Makara-Assoc.com.
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5. Advertising vs. Web Marketing:
Magazines? Newspapers? Networking Groups? Radio? TV? Email? Internet? Social
Networking Sites?
With all the choices and dollars needed to make it effective, an understanding of your
target market and correct allocation of dollars is a must to successfully market your
business and gain that steady stream of leads and sales.
One of the biggest trends Iʼve seen over the last 18 months is people pulling from
traditional media (such as newspaper, YellowPages, radio and TV) and putting more
effort into the Internet.
In doing so, the business owners Iʼve worked with have been spending much less (for
example, going from a $4,000/month Yellow Page ad, to a $500/month Web Marketing
campaign with a Web Marketing company), and getting better results (more people
contacting them).
The best part about Web & Internet Marketing is that EVERYTHING is measurable.
My good friend, and Web Marketing guru, Charly Caldwell II, with Internet Services
Group of Florida, LLC, recommends the following tools to measure your results from
your Internet & Web Marketing efforts:
• Google Analytics - completely free, and helps you understand exactly what
marketing youʼre doing that is working, and what isnʼt -- along with how many
people are visiting your web site, how theyʼre behaving on your web site, etc.
• RingCentral.com - keep in mind, 35% of people prefer to call you from your web
site, than they do to fill out an online form. With RingCentral.com, for $10/month,
you can get an 800 number thatʼs ONLY associated with your web site, so you can
measure exactly how many people call you from your web site.
If youʼd like to learn more about the tools, Web Marketing - along with testing &
measuring everything -- more details are available in Charlyʼs eBook called “7 Crucial
Tips for Creating an Amazing Web Site” which is available on his web site at:
www.ISGFL.com.
Nonetheless, whatever methods of marketing you commit to, itʼs really important that
you measure the conversions (people actually purchasing from you) from your
marketing efforts -- this is best done in your accounting software.
The last thing Iʼd want to see is you getting overwhelmed with a lot of people taking up
your valuable time, but not converting into sales.
If you have any questions, please give me a call at (239) 384-9688 or visit my web site
at: www.Makara-Assoc.com.
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6. Meals and Entertainment Deductibility
The expense for meals and entertaining clients, customers or employees can qualify as
an ordinary and necessary business expense, usually limited to a 50% tax deduction of
the total cost.
These entertaining activities include the cost of the meals and/or tickets (food,
beverages, tax and tips) incurred at nightclubs, social clubs, sports facilities, hunting
and fishing trips or vacations.
However, the expense should not include the cost of renting or owning an entertainment
facility, explained below.
To qualify for a deduction, the entertainment expenses must be directly related to the
generation of business income and the taxpayer must actively engage in the discussion
at the meeting or event.
This must be documented on a receipt as to the individuals that were present, business
discussed and date of the event.
Documentation is the key when supporting these expenses.
As mentioned above these entertaining expenses are limited to 50% of the total cost for
tax purposes, however there are limited exceptions:
• Mealʼs provided on the employerʼs premises, for more the 50% of the employeeʼs, for
the employerʼs convenience.
• Promotional activities made available to the general public.
• Employer-provided social event for the benefit of employees, such as summer picnic
or holiday party.
No tax deduction is allowed for owing or renting and entertainment facility.
Examples of entertainment facilities include luxury boxes, boats, hunting lodges, gulf
and athletic club memberships, swimming pools, airplanes and homes in vacation
resorts.
The expenses associated with owing or renting these types of personal or real property
should be keep separate from the food, beverages, gas, and bait used, as these
expenses would still be allowed as an entertainment expenses subject to the 50%
limitation.
If you have any questions, please give me a call at (239) 384-9688 or visit my web site
at: www.Makara-Assoc.com.
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7. Travel and Uniform Reimbursement Policies
Most employers reimburse employees for expenses incurred away from the office on
business travel.
These reimbursements are allowed but are treated differently to the employee whether
an accountable or non-accountable plan is in place.
If the employer has an accountable plan the expense is deducted 100% by the
employer.
If the employer has a non-accountable plan, the reimbursement is treated a taxable
wages to the employee and reported in box 1 of the employees W-2.
The employee then must take any allowable deduction on his or her personal 1040;
these expenses would be subject to the 2%-of-AGI limitation on their schedule A.
All business owners should review their plans to insure compliance with an accountable
plan to save on the tax burden to the employee and employer when a company is
deemed to be using a non-accountable plan.
Iʼve worked with business owners across the United States in resolving these questions
and improving the accounting function of their businesses.
If you have any questions, please give me a call at (239) 384-9688 or visit my web site
at: www.Makara-Assoc.com.

This information is based on facts, assumptions and representations as stated
and authorities that are subject to change. We will not update this information for
subsequent legislative or administrative changes of future judicial
interpretations.
LEGAL NOTICE AND DISCLAIMER: The information within this eBook is for
informational and educational purposes only and is not tax advice and should not
be used as such. The facts of each individual situation can have significantly
different outcomes when applying tax law. The hiring of a CPA is an important
decision not to be based solely on advertisements.
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