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7 crucial tax deductions for 
small business 
Running a business requires you to spend money 
to survive and thrive. The good news is that at tax  
time, some of this outlay may generate cost-saving 
deductions which can lower the amount of tax 
you owe. Tax laws change from year to year (see 
“What’s new for 2015” in the box below) and what 
you are entitled to deduct each year may vary.

Review the following types of small business expenses, 
and consult with your tax adviser to pinpoint savings 
for your company. 

1   
Technology and equipment  

For the tools you purchase to run your business, the 
list of potential savings is long. These may include 
everything from computers, smartphones, hosted 
applications, and Internet service to refrigeration, 
lighting, and printers. Upgrades, support, training, and 
other costs associated with technology and equipment 



4Small business taxes: Tech tips and advice for your company

are also typically deductible (see sidebar “Technology 
deductions for tax savings”). Tax rules and strategy 
may dictate whether you take all of these savings at one 
time or spread them out over multiple years, so work 
with your tax adviser to make these decisions carefully. 

2   
Supplies and inventory 

Desks, chairs, file cabinets, cubicle walls, pens, and 
other office supplies are essential to business survival 
and are often eligible to help reduce your tax liability. 
Likewise, the inventory, supplies, and marketing 
you need to do the work of your company are also 
important expenses. Whether it is parts for items 
you build and sell; inventory you will use to stock your 
store; or shipping, marketing, and sales activities 
related to procuring or promoting your wares, these 
expenses may be at the top of the list. 

3   
Wages, salaries, and benefits 

The costs of hiring and employing people are often 
some of the biggest expenses for any business and 
represent some of the most important categories of 
deductions. These expenses may include salaries or 
fees paid to employees or contractors, health insur-
ance costs, retirement plan contributions, bonuses, 
training costs, tuition for work-related education, 
expenses for holiday parties, and costs of employee 
outings. You may also deduct fees for professionals 
such as lawyers, accountants, and consultants. 
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4   
Travel  

Travel for sales presentations, client meetings, 
supplier searches, trade shows, and meetings 
with vendors or partners can generate some of 
the types of travel expenses that may qualify for a 
tax deduction. Expenses that may be considered 
legitimate deductions include train and plane tickets; 
hotel bills; meals for you, customers, and employees; 
car rental fees; and wear and tear on your own car. 
The costs incurred by your employees while they’re 
traveling on behalf of the business may also be 
deductible if you reimburse them.

What’s new for 2015? 
The IRS modifies some of the rules governing the allowable 
small business deductions each year. Review the following 
changes for 2015.

�  Equipment write-offs 
The amount you can deduct on new equipment purchases 
has been tweaked in the past several years. As of 2015, you 
can deduct the total purchase of any qualifying equipment 
up to $500,000. If you go over the half-million mark with 
a bigger equipment investment, you may be able to take 
advantage of bonus depreciation. 
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�  Health care changes 
As an outgrowth of the continued phase-in of the U.S. 
Affordable Care Act, the Small Business Health Care Tax 
Credit allows small businesses to purchase insurance 
through a federal program called the SHOP marketplace. 
An employer’s deduction on the premium is based on the 
average pay of their employees. For 2015, the maximum 
deduction for 2015 is applied when the average pay for your 
employees is at or below $25,800. This amount increased 
$400 from $25,400 in 2014. 

�  Social Security payroll tax 
The limit on the amount of income that is subject to Social 
Security payroll taxes inched up in 2015. Now salaries up 
to $118,500 are subject to the tax — previously, the salary 
cap was at $117,000. Make sure you review your own income 
as well as your employees’ payroll to make sure you’ve 
accounted for any adjustments. 

�  Retirement savings limits  
Some personal and employee retirement accounts have 
changed. These include a contribution limit hike for SEP-
IRA and solo 401(k) from $52,000 to $53,000 per year and 
a SIMPLE IRA limit increase to $12,500. Work with your tax 
preparer to learn about other changes that may impact you.
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5   
Startup costs 

Expenses generated before you officially open your 
door may include: licenses, registration fees, and 
other fees associated with establishing your company; 
paid ads to announce your opening; employee wages 
during training; travel expenses and other costs of 
securing distributors and suppliers; consultants’ 
fees; and fees for other professional services. Since 
the expenses related to establishing a business are 
considered long-term investments in your company, 
these deductions may be spread out over a period of 
time, rather than taken off your return in one year.

6   
Office space

Whether you rent or own the space your business 
inhabits, many of the costs associated with office 
space may be deductible. This applies even if you work 
from a home office (see “Understanding the home 
office deduction” on Business Circle). As with other 
expenses, you may deduct only the portion of the rent 
associated with an office used for business. Costs 
associated with your office include everything from 
rent or mortgage payments to furnishings, upgrades, 
or taxes on a building you own. Utility expenses to 
keep your business running can also be deductible. 

https://bizcircle.att.com/articles/understanding-the-home-office-deduction
https://bizcircle.att.com/articles/understanding-the-home-office-deduction
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7   
Taxes, interest, and charitable contributions 

If your business is required to pay a tax to any state 
or local jurisdiction — and most are — you may be 
able to deduct that cost as a business expense when 
calculating your federal taxes. You can also deduct the 
cost of interest you paid during the year on business 
loans and lines of credit. If your business provides 
contributions or support to a charitable organization, 
these donations may be deductible as well.

Tax apps at a glance
Tax apps can help you identify, track, calculate, and file 
taxes with relative ease from your mobile device. See 
“File your taxes and more with these 13 helpful apps” on 
Business Circle for a more complete overview of apps. 

Here is a list of major categories and a selection of  
available tools. 

Tax rules: Reference apps to find tax rules include IRS2Go, 
AskaCPA, and Bloomberg BNA’s Quick Tax Reference.

Expense tracking: General expense-tracking apps include 
Expensify and iXpenseIt. Apps exist for specific expenses, too,  
such as EasyBiz Mileage Tracker, TripLog or Vehicle Logbook,  
which can help make vehicle mileage tracking easier. 

https://bizcircle.att.com/articles/file-your-taxes-and-more-with-these-13-helpful-apps/
https://www.irs.gov/uac/IRS2GoApp
http://www.askacpa.pro/
http://www.bna.com/Quick-Tax-Reference-App/
https://www.expensify.com/
https://itunes.apple.com/us/app/ixpenseit-expense-+-income/id284947174?mt=8
http://www.easybizmileage.com/
https://play.google.com/store/apps/details?id=com.esocialllc.vel&hl=en
https://play.google.com/store/apps/details?id=com.kerofrog.vehiclelogbook
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Tax preparation and filing: Prompts and instructions in 
these apps take you through the process: H&R BlockR, Intuit’s 
TurboTaxR, and TaxACTExpress™.

Refund calculation: Intuit’s TaxCaster, TaxSlayer Refund 
Calculator, and H&R Block’s My Block are tools to help you  
easily estimate your potential refund or what you might owe.

http://www.hrblock.com/mobile-apps/index.html
https://turbotax.intuit.com/personal-taxes/mobile-apps/turbotax.jsp
https://play.google.com/store/apps/details?id=com.taxact.express2013&hl=en
https://itunes.apple.com/us/app/taxcaster-mobile/id346184215?mt=8
https://play.google.com/store/apps/details?id=com.taxslayerRFC&hl=en
https://play.google.com/store/apps/details?id=com.taxslayerRFC&hl=en
https://play.google.com/store/apps/details?id=com.hrblock.blockmobile&hl=en
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Technology deductions for tax savings
The IRS allows you to deduct the cost of the technology that 
is “ordinary and necessary” to run your business. Keep in mind 
that only the business use of an item is deductible. 

Read the following chart for ideas on where to look for potential 
technology deductions. The IRS does not provide a full list of 
examples of deductible tech, so please consult with your tax 
adviser to determine if these examples apply to your business. 

Technology deduction examples

Computer hardware
The physical items of  
a computer system

• Desktop or laptop computer
• Engineering workstation
• Servers 
• Computer monitors
• Routers/modems
• Accessories: computer mouse, 

keyboard, headset, etc.

Mobile devices
Mobile tools and 
accessories

• Tablets
• Smartphones
• Mobile phones
• GPS devices 
• Bluetooth headsets and  

other accessories 
continued >
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Technology deduction examples (continued)

Software & applications
The programs and 
apps that run on your 
hardware or devices 
or on a third party’s 
system, and cloud-based 
software

• Hosted apps and  
cloud-based apps

• Mobile apps
• Operating systems
• Office productivity software 
• Software for payroll and 

accounting; inventory/
production management; 
creating and editing images 
and photos; website design; 
sales lead management;  
web design and hosting;  
online meetings, fleet tracking, 
and other business uses

Tech services
The services required  
to keep your business  
up and running 

• Internet access services
• Mobile phone bills 
• Cloud backup services or 

offsite data storage
• Data security services 
• Tech training, such as AT&T’s 

Business in a Box® service

Repairs & maintenance
Costs incurred to repair 
and maintain your 
technology

• Onsite or remote service
• Replacement parts
• Expansion packs or security 

updates and patches 
• Shipping and other expenses  

if you had to send an item  
off-site for repair

https://www.att.com/smallbusiness/content/shop/hosting-tech-services/tech-services/business-in-a-box-training.page
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Can your EMV investments  
lower your tax bill?
The effort and expense of complying with EMVR or “chip 
card” requirements may have additional benefits besides 
enhanced transaction security. Chances are that some 
of the up-front and ongoing investments you have made 
to keep pace with the EMV requirements for microchip-
enabled credit and debit cards will be deductible.

Review the following areas of expense to determine  
if you may be eligible for these savings.

Fees
Some of the fees you have paid to credit card companies 
for processing transactions using EMV cards may be 
deductible in 2015. Bank fees associated with processing 
debit card payments are also likely to be deductible.

Equipment purchases
The hardware, software, and other equipment you invested 
in to comply with EMV specifications and support for the 
new technology may bring savings at tax time. 

Licensing fees
If you paid a licensing fee to buy and use payment 
processing software for EMV, this is typically a deductible 
business expense.

Training
Did you hire someone to train your team in how to use and 
provide customer support for EMV? If so, this expense may 
be deductible at tax time. 
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IRS deadlines for 2016 
April 15th may not be the most important tax date to keep in 
mind when you run a small company. Priority dates are based 
primarily on the type of business structure you use — sole 
proprietorship, S Corp, etc. 

Review the timeline below for deadlines that matter to your 
company, and check with your tax preparer as well.

January 11 
If any of your employees receive tips, you should be expecting 
to hear from them by this date to report any tip income 
received in December of the prior year. This deadline is 
repeated monthly, usually on the 10th or the 11th. 

January 15  
Freelancers or sole proprietors who file quarterly estimated 
taxes must file their fourth installment for 2015 by this date. 

February 1  
If your business employed any independent contractors 
during 2015, you have until this day to issue a 1099 form to the 
payee so they can report the income. Check the IRS’s 1099 
page to see if your activities require a 1099, or consult with 
your tax professional. 

February 29 
After you issue your 1099 to the recipient, you have until 
February 29, 2016 to file your own copy of the form with the IRS 
(March 31, if filing electronically). 

https://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/Am-I-Required-to-File-a-Form-1099-or-Other-Information-Return
https://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/Am-I-Required-to-File-a-Form-1099-or-Other-Information-Return
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March 15  
Corporations and S Corporations must file their 2015 
income taxes by this date. Large partnerships (such as law or 
accountancy firms) must file Schedule K-1, which notes how 
much income or loss is due to each partner. 

April 18  
Individual income taxes are due to be filed. Due to a public 
holiday on Friday, April 15th in the District of Columbia, IRS 
offices will be shut down on the traditional filing day in 2016. 
Also, freelancers or sole proprietors who file quarterly estimated 
taxes must file their first installment for 2016 by this date. 

June 15  
Freelancers or sole proprietors who file quarterly estimated 
taxes must file their second installment for 2016 by this date. 

September 15  
Corporations that obtained a six-month tax extension must 
file their 2015 taxes by this date. Also, freelancers or sole 
proprietors who file quarterly estimated taxes must file their 
third installment for 2016 by this date. 

October 17  
Any individual who obtained a six-month extension for their 
income taxes must file their 2015 taxes by this date. 

December 31 
Complete all business purchases by this date if you want to 
claim them for the tax year. Your business may pay for the items 
in January when your credit card or other bills come in, as long 
as the purchases are completed by the end of December.

http://www.irs.com/articles/tax-deadline-alert-2015-tax-returns-are-due-april-18-2016
http://www.irs.com/articles/tax-deadline-alert-2015-tax-returns-are-due-april-18-2016
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Help your tax adviser  
help you
Having a tax adviser can make it much easier 
to file your taxes every year, but that doesn’t 
mean you will be sitting on the sidelines. You and 
your adviser are a team that works together to 
complete your taxes and make sure you take 
advantage of all the write-offs and credits 
available to you. 

You can provide help to your tax preparer in a number 
of ways. Keep the following ideas in mind.
Get in contact early 
Reach out to your tax professional well before you 
plan to take any actions. You and your adviser can 
create an agreed-upon schedule for meetings. Some 
business owners find it helpful to meet mid-year to 
discuss business progress and planning. At the latest, 
reach out as the year starts to wind down in the late 
third or early fourth quarter. 
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Keep detailed and organized records 
To make sure you’re able to take full advantage of the 
deductions you’re eligible for, you must be able to 
document most expenses. 
These time-tested techniques may help you keep 
track of important receipts:

•  Use a small business credit or debit card for 
everyday purchases. Keep business and personal 
expenses separate. If employees need to 
make frequent business purchases, consider 
authorizing them to use these small business 
cards as well.

•  Use expense-tracking apps to record expenses 
while on the go. 

•  Establish a regular schedule to collect and scan 
your paper receipts.

An important note on record keeping is that even if 
you have credit card receipts and records on apps, 
tax officials during an audit will also typically want 
paper receipts. Keep these documents, ideally with 
notes indicating who you met with and why you 
incurred an expense.
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Research tax details and ask questions 
Your tax professional will be well-versed on the yearly 
tweaks to the tax code, but you can help them realize 
how those changes might apply to your business. 
Research small business tax rules and consider how 
they fit with your business’s situation.
Keep in touch during the year via phone or email to 
provide updates to your tax preparer. Set up a phone 
call or send an email early in the year to review your 
queries with them, so you have time to gather any 
additional documents you may need when it comes 
time to file. 
Keep in touch 
Once you’ve handed over your documents, make 
sure your tax professional has the best contact 
information to get in touch with you quickly should 
a question arise. Always respond rapidly to phone 
calls, emails, or other requests from your tax team. 
Consider providing a second contact who has access 
to your files if you intend to travel over the tax season 
so your tax preparer does not lose valuable time if you 
are not available to provide information. 
If possible, set up a quarterly or biannual call with your 
tax professional. By touching base throughout the 
year, they can help you adjust your record keeping, 
spending, and planning.
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How the IRS may help you save money
Tax credits are rewards that encourage business owners 
to do things like buy energy-efficient technologies or 
offer benefits to employees. They’re often confused with 
deductions, but the two are different: Deductions reduce 
the amount of your income or profit that is subject to tax, 
while tax credits reduce the tax bill itself. Tax credits may 
offer even more savings than tax deductions, so it’s worth 
your while to find out if you’re eligible. 

The range of tax credits changes from year to year, 
and qualifying for one often means meeting specific 
requirements and producing related paperwork. Talk to 
your tax professional if you think you might qualify for the 
credits below. 

Small business health care  
This is aimed at small businesses that primarily employ 
moderate- and lower-income workers to encourage them 
to offer health care. Your business must meet certain 
qualifications, but if it does, you may be eligible for a credit 
of 50 percent of the premiums you paid for employees’ 
health care plans. 

Disabled access  
Making changes to your location to improve handicap 
accessibility may make you eligible for a credit. The 
maximum limit is $5,000 for up to $10,000 of the expenses 
that went toward making your business more accessible. 
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Employer-provided childcare  
If your business offers in-house day care facilities or 
directly pays for your employees’ child care, you may 
potentially claim a credit of up to 25 percent of the cost of 
providing child care, up to a limit of $150,000 for the year.

Qualified research expenses  
You don’t have to be a rocket scientist (or employ one) to 
qualify for this credit. Any business that has applied for a 
patent, developed a new product or technology, or had its 
products certified or tested may be eligible.

Small employer pension plan startup costs  
If you recently began offering your employees a pension 
plan, you may be able to trim $500 from your taxes. 

Alternative energy credit 
Are you now powering your operation with solar panels, 
or have you added a fuel cell charger for electric vehicles 
to your parking lot? Business owners who improve their 
property by adding new green energy sources may be 
eligible for a Qualifying Advanced Energy Project credit. 
Property designed to be used to produce energy from the 
sun, wind, or other renewable resources can help you qualify 
for the credit, which covers up to 30 percent of their cost.

Rehabilitation credit  
Like the alternative energy credit, this credit applies to 
businesses that made significant investments to improve 
their property. If the building you upgraded was built before 
1936 or if it is in a historic district, you may qualify for the 
credit, which allows you to take off up to 30 percent of the 
cost of the rehab. 
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5 business decisions  
that can impact your taxes 
How you organize, hire, procure, and otherwise 
run your business has a huge impact on what  
you will owe to the IRS as well as state and local 
tax collectors. 

Many of the decisions you make over the course of the 
year impact how much you can deduct at tax time and, 
as a result, how much your total tax bill will be. That 
makes it particularly important to fully understand 
the implications of major business management 
decisions. Review the following categories to learn 
more about how they impact a business’s taxes.
Business structure 
While your business structure is probably already set, 
it’s worth revisiting from time to time to determine if 
it’s still the best form for you. Here’s a quick overview 
of the major business types and the tax implications 
of each. 
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Form Description Tax Implications

Sole 
Proprietorship

One individual 
alone owns and 
operates an 
unincorporated 
business

No distinction 
between the owner 
and the business. 
Business profits are 
combined with and 
taxed as personal 
income

Partnership Two or more 
individuals own a 
business together, 
sharing in the 
investment and 
returns

Like a sole 
proprietorship, 
income “passes 
through” to the 
owners and is taxed 
as personal income

C Corporation An independent 
entity owned by 
shareholders. 
Shields 
shareholders from 
some types of 
liabilities. Because 
of its complexity, 
generally for large 
companies with 
many employees 

As independent 
legal entities, 
corporations pay 
taxes on income 
earned. Investors 
also pay taxes on 
the dividends they 
receive, causing a 
“double taxation” 
on corporate 
income

continued >
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Limited Liability 
Company (LLC)

Combines the 
protections to 
investors of a 
corporation and 
the flexibility of 
a partnership. 
Can have one or 
multiple owners

Like a sole 
proprietorship 
and a partnership, 
income “passes 
through” to owners 
and is taxed as 
personal income

S Corporation Offers the 
protections of 
a C Corp, but 
owners are taxed 
personally

Avoids “double 
taxation” of 
corporate and 
personal taxes 
(although some 
states treat S Corps 
as C Corps)

Source: SBA.gov

Cash versus accrual accounting
While it may sound tedious and arcane, the system 
you adopt for your accounting can make a big 
difference in the taxes you pay in a given year. There 
are two basic systems: Cash accounting simply 
means you record all income and expenses when 
cash is received or spent during your fiscal year (the 
calendar year, in most cases). Accrual accounting 
means counting funds, for example, when you 
receive an order, rather than when cash is received 
(or conversely, debiting funds as soon as a debt is 
incurred, rather than when it is actually paid). 

https://www.sba.gov/category/navigation-structure/starting-managing-business/starting-business/choose-your-business-stru
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Both methods have their pros and cons. Once you 
pick a method, the general guideline is to stay with 
that method unless you have a very strong reason to 
change. Talk to your tax adviser to determine which 
method is right for you.
Leasing versus buying
Another way to manage cash flow is through the way 
you acquire expensive equipment for your business, 
such as manufacturing equipment or vehicles. Buying 
them requires that you have all the cash on hand, which 
may be a strain. This can be mitigated with a loan, but 
another option is to lease equipment, whether from 
a manufacturer or a financial services intermediary. 
Leasing simply means paying a monthly fee for some 
fixed amount of time, like three or five years.
You can write off some purchases, such as 
computers, up to a certain amount. Capital goods 
need to be depreciated, or written off, over a number 
of years. There are different depreciation schedules; 
the key rule is to be consistent from year to year on 
the depreciation schedule you use. Lease costs — 
the principal plus the interest — may be deductible, 
thereby reducing your taxes.
Renting versus owning
Getting the best deal for your business on the space 
you need can be an ongoing challenge. The advantage 
of renting, of course, is relatively low monthly 
payments for space — i.e., no large down payment is 
needed up front. Renting also makes it easier to move 
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to a different space as you grow or contract. The 
drawback of renting is that you don’t own the space, 
so there is no way to build equity as property values 
increase. Conversely, buying a building typically 
requires a large up-front payment. It also requires 
paying for maintenance and repairs, upgrades, 
utilities, taxes, and other associated expenses.
Like equipment, a purchased “plant” or buildings can 
be depreciated over time, and many of the costs of 
ownership are tax-deductible. Rent and associated 
costs, such as utilities, are tax-deductible. 
Consult your CPA, attorney, or other business adviser 
before making any major business decision.
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