
 

 
 
Module Six, Building Your Business  
Video Four, How to Invoice and Track Your Income 
 
Here’s what you’ll learn: You’ll learn about you as a business;  you’ll learn 
all about invoices; we’ll go over income tracking,; we’ll talk about a bit 
about taxes and how to pay them as a contractor or freelancer and we’ll also 
dip our toes into the joy that is deductions.  
 
You as a business. You may not be used to thinking of yourself in these 
terms, but as soon as you take payment for a freelance or contract project, 
that’s absolutely what you are. And not just by marketing or branding terms, 
but by tax terms as well. When you accept payment for your services you 
have to take on some kind of business status. But it doesn’t have to be 
complicated at all—there’s no need to think about incorporating or anything 
like that. The type of business that will probably make the most sense for 
you is that of sole proprietor. It’s the simplest type of business and it just 
means that you are the sole owner of your business; your business doesn’t 
have a separate existence from you.  
 
You can do business under your own name and your income is taxed on 
your own personal income tax return. Unless you choose to do business 
under a different name, there’s really nothing you have to do to become a 
sole proprietor except to file that way on your income taxes, though I’d 
strongly recommend that you talk to your accountant, nonetheless. If you do 
want to do business under another name, say calling your company 
“Creative Copy” instead of your own name, you can remain a sole 
proprietor, but you need to file a Doing Business As form in your city. Rules 
and requirements vary from city to city and state to state, so be sure to check 
with the appropriate government agencies near you. Also, you should talk to 
your bank to ensure that you can receive checks made out to your business 
name.   
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Now, invoices. Believe it or not, this is where most creatives drag their feet. 
For some reason, we have no problem doing fantastic work and getting the 
work in on time, but we take forever to invoice. Don’t be like that. Do 
yourself a favor and set up a template now so that you can easily fill it in. 
(Of course, we’ve provided an action sheet to give you a hand with that.) 
You want to get in that habit of getting an invoice out to your client as soon 
as the project is finished. In the first place, you don’t want to forget about it. 
Frankly, it’s happened once or twice that I’ve been churning through a ton of 
work and then, all of a sudden, realize that I haven’t seen a check from a 
client from three months ago. Then I’ll look at my income tracking sheet and 
realize that I never sent them an invoice for the work! So of course, then I 
have to scramble to get it out to them and send a note about why it took so 
long. Along with that, though, you also run the risk of your client forgetting 
about it. And you don’t want to give the impression that it’s not important to 
you to get paid. Cleary, it’s very important. But if you wait three months to 
send out your invoice, they may wait to send you the check. So just be very 
professional and stay on the ball with invoices. Like automatically updating 
your portfolio when a project is done, you should be automatically sending 
your invoices.  
 
Income tracking. Even when you don’t yet have a huge number of clients, 
keeping track of the income that’s coming in to you is very important. (And, 
obviously, it’s crucial when you do have a lot of clients!) What I do, and 
what I recommend for you, is to set up an Excel document to use for 
tracking your freelance income. You’ll want a new one for each calendar 
year, but you don’t need anything fancy at all. I don’t understand any of the 
formulas in Excel; I know only the basics of how to use it and it works well 
for me. It’s got columns and rows: Perfect. So, you’ll open a new Excel doc 
and create columns for the following: Invoice To, Project Description, 
Amount, Date Sent, Date Received, Check Number, Tax Amount, 
Transferred?, and Quarter.  
 
“Invoice to” means to which client you sent the invoice. “Project 
Description” is a brief description of exactly what you did for them on that 
particular project. “Amount” is the amount of the invoice you sent and “Date 
sent” is the date that you sent or emailed it. “Date Received” is the date that 
you received the check for that invoice. “Check Number” is the check 
number of that payment check, which is good to have in case there is ever 
any discrepancy or need to go back and reference it. “Tax Amount” refers to 
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how much you’re saving for taxes, which we’ll talk about in a moment. 
“Transferred?” means, “Has this tax amount been transferred to your tax 
fund?” And “Quarter” is the fiscal quarter; January through March being the 
1st quarter, April through June is the 2nd quarter, July through September is 
the 3rd quarter and October through December is the 4th quarter.  
 
As soon as you send an invoice, enter it into this excel doc. Literally, I mean 
the exact next thing you should do after you send in your invoice is to 
register it into this document. Your income tracking is only as good as you 
are. You can’t possibly keep track of the invoices you have out there or the 
money that you have coming in, if you don’t keep a very close, careful and 
professional watch over it. Then, too, as soon as you receive the payment, 
record it in your excel doc. Similarly, you don’t want to forget that you have 
a check or forget that you deposited it and then get hit for it later with taxes 
you had forgotten you’d owe.  
 
Speaking of taxes, as a caveat, please understand that I am not an 
accountant. What I offer here is suggestions. When it comes to taxes, I very, 
very strongly recommend that you see a licensed and accredited accountant. 
What I offer here is ideas and the practices that I follow, but don’t let this 
take the place of professional accounting assistance. Okay, as long as we’re 
clear on that, let’s dig in. Freelance clients don’t take out taxes when they 
pay you, so you have to set aside a certain amount from each payment. 
When you work on-staff for a company, they take out taxes before they give 
you that final check each week so that check represents all of the money that 
belongs to you from your total salary. But because your freelance clients 
don’t take out those same kind of taxes,  you have to account for that on 
your end.  
 
What I recommend is opening a separate bank account for your taxes, 
probably a savings or a money market account—one that will give you some 
interest but not charge you any fees. I personally like CapitalOne 360 money 
market accounts (they were formerly ING Orange accounts), but it’s 
completely up to you. I strongly recommend that it be a separate account 
because then your tax money doesn’t get confused with any money in your 
saving or checking accounts and you won’t accidentally spend it. You can 
deposit your payment checks into your regular checking or savings account, 
but that tax money won’t stay there. When you get a payment from a client, 
deposit it into your regular accounts, but as soon as the check clears, deposit 
at least 25% of that total into your special taxes account. And then, of 
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course, don’t touch it until tax time, because it’s not your money, it’s the 
government’s.  
 
You want to make sure you deposit at least 25% of every payment that you 
get. Twenty-five should be enough, but I personally like to deposit more just 
to force myself to save a bit more. That also ensures that when tax time 
comes around, I won’t have to use any money to pay my taxes outside of my 
tax account. You could have a year in which you don’t have a lot of 
deductions and there are some other fluctuations with your taxes and they 
end up being closer to 28% or 30% of what you made. I like to be extra safe 
and just deposit 40%. If I have a lot of work and I don’t need the cash right 
away, sometimes I’ll even deposit up to 50% because, that way, I just force 
myself to save a little more and then once my taxes are paid, I can take 
anything that’s left over and put it in my regular savings account. My own 
little tax refund, if you will. It’s up to you how much you deposit, but I 
would recommend depositing at least 25% into your separate account set up 
for your tax money.  
 
You must, must do this with every single check that comes in. This is 
another one of those important habits you want to cultivate. If you get out of 
the habit and you start just depositing your payments from clients into your 
regular checking account without transferring tax money, you’ll forget about 
it. Later, you’ll get your tax bill and you might not have the money to pay it. 
I know lots of creatives who have made the mistake of not saving their tax 
money and then have been in big trouble when it came time to pay their 
taxes. If you’re a full-time freelance or contract copywriter, you may have to 
pay quarterly estimate taxes. If freelance copywriting doesn’t make up the 
bulk of your income, you may not need to. But basically, the essence of 
quarterly taxes are that, instead of paying your tax bill on April 15th for the 
whole previous year, you pay it within that year, at the end of every quarter, 
and then settle up for good on April 15 of the following year. So you’d make 
federal and state tax payments on January 15, April 15, July 15 and October 
15. Every April 15 is a regular quarterly tax payment date for the current 
year, but also a full reckoning for the previous year.  You have four smaller 
tax bills throughout the year instead of one big one. Sound complicated? 
Yeah, it kind of is. This is why I recommend talking to your accountant. I 
wouldn’t dream of trying to figure out how to pay my quarterly taxes 
without working with an accountant—the money you spend on him or her 
will be more than worth it.  
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Deductions. As a copywriter, there’s a lot you can deduct as business 
expenses. (Again, talk to your accountant. These are suggestions, this is not 
tax advice.) But, stuff that you actually use for your business, things like 
office supplies, workshops and conferences that pertain to copywriting, 
business use of your own car, business cards, any fees for your portfolio site, 
magazines, and professional subscriptions, the monetary equivalent of your 
home office, all that kind of thing—they’re all potentially deductible. If it 
benefits you as a professional copywriter, you might be able to deduct it. So 
be sure to keep your receipts! Even if you’re not sure if you can deduct it, 
keep it! 
 
 I recommend creating both a physical folder for you to tuck paper receipts 
in and a folder within your inbox where you can keep email receipts. Then, 
when you’re ready to pull everything together for your accountant, you can 
bring it all together and sort through it. At tax time, your accountant will let 
you know what he or she needs and, after you’ve been doing it for a couple 
of years, you’ll also have a pretty good idea of what you can and cannot 
deduct. When you’re looking for an accountant, be sure you find one who 
already works with freelancers—he or she needs to be very familiar with 
deductions like these, as well as quarterly taxes. All accountants should be 
familiar with these, but you want an accountant who already lives and 
breathes them with other clients.  
 
Next steps! Well, it’s time to get started with video five, your very last video 
in this module and your very last video in this training! Ready? Let’s go! 
 


