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Now that I'm an 

Independent  Contractor
what do I need to know? 



choose a
business

formation

Sole proprietor
Single member LLC
Single member LLC taxed
as an S- Corporation



Sole Proprietorship

single ownership
no sharing of profit or loss
one man's capitol
unlimited liability
less legal formalities
one man control



Single Member LLC

separate entity
limited liability
tax ease
fewer regulations than corp. 
self employment tax
doesn't attract investors



S-Corporation
separate entity
not personal liable beyond

business is artificial being with the
ability to own property, borrow
money, pay taxes and  be sued
double taxation: corporation and
shareholders pay tax on profits

      their investment



As a Sole Proprietor or a single
member LLC you'll file: 

Form 1040
Schedule C (attached to 1040)
Schedule SE (attached to 1040)

Schedule C is used to report Income & Expenses

Schedule SE is used to calculate your self employment tax



As a S-Corporation you'll file: 

Form 1120-S (separate from 1040)
Schedule K-1 (attached to 1120-S)

Schedule K-1 shows your ownership in the business and the income you earned
from the business. 
You'll use Schedule K-1 to prepare your individual federal tax return. 

S-Corps don't owe self employment tax. You pay self employment tax on
the wages you are paid. You need to set yourself up as an employee of
your S-Corp. to earn W2 wages. Income earned from the S-Corp that is
above what you pay yourself will only be subject to Federal income tax. 



Applying for State & City

Business Licenses
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WA State Business License
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You must decide what sort of business you'll be:
Sole proprietorship, Partnership, Corporation, S-Corporation, Limited

Liability Corporation, or Limited Liability Partnership

If your business is going to be any of these:
Partnership, Corporation, S-Corporation, Limited Liability Corporation,

or Limited Liability Partnership

Then you need to register with the WA Secretary of State first. 

https://dor.wa.gov/open-business/apply-business-license



_______ City Business License
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You'll need a business license for whatever city you
plan on doing business in:  
Tacoma, Seattle, Kent etc. 
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registering your business license with the

Secretary of State
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WA Secretary of State

registering your business license with the secretary
of state is required for all business entities except

for sole proprietorships 
 

An annual report is required to keep the
registration up to date. 

 
A fee is required to register. 

www.sos.wa.gov



paying sales tax

Department of Revenue
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 New Businesses have a few agencies that they need to report income to.

One of those agencies is the Washington State Department of Revenue.

The reporting is done either monthly, quarterly or yearly. 
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https://www.youtube.com/watch?v=8LxnSvGK1bg
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what to know about

sales tax
Retail sales tax applies to sales
of tangible personal property and
digital products to consumers for
their own use. 

https://www.youtube.com/user/WashingtonStateDOR
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what to know about

sales tax
Services are also subject to retail sales
tax but not all services. Services that

are subject to sales tax include: 
 

construction-building, landscaping
personal services- lodging, fitness, tanning, tattooing
recreation services-golf, skiing, etc. 
miscellaneous-extended warranties, leasing, towing,
telephone services

taxable services are not limited to these
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what to know about

sales tax
Common Exclusions

Trade-ins against like-kind property
Food (non-prepared) + prescription drugs
Fuel that is subject to motor fuel tax
Federal government sales
Interstate and foreign sales
Sales to certain non-residents
Deliveries to tribal members in Indian Country
Newspapers



paying

Estimated Tax
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Estimated Taxes

Estimated Taxes are federal income taxes that a
self employed business owner pays quarterly. 

This payment is in lieu of an employer withholding
federal income tax on their paycheck. 
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April 15

June 15

September 15

January 15

dates to remember
Paying estimated tax is just like if

you were an employee paying
taxes on every penny earned.

 
The only difference is that you do

it now instead of an employer. 



The IRS has a survey you can
take to check whether you need
to be paying estimated taxes. 

Am I required to pay Estimated Taxes? 
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https://www.irs.gov/help/ita/am-i-required-to-make-estimated-tax-payments



By law, business taxpayers who pay or receive nonemployee compensation of
$600 or more must report these payments to the IRS using form 1099-NEC,

Nonemployee Compensation.
 

Therefore, businesses working with you should be sending you 1099's 
if they have paid you more than $600

 nonemployee compensation 
Businesses must report
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(independent contractors, that's you)



If you are given a 1099 form, keep it!
You'll want those forms for your records. 

 
When you receive a 1099 form it means that income has been reported
to the IRS so you must include that amount on your forms otherwise
the IRS will have to adjust the amount you owe and will penalize you for

not originally reporting that income.

 nonemployee compensation 
Businesses must report
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(independent contractors, that's you)
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The W-9 is the form
you need to fill out to
report nonemployee

compensation

W-9

https://www.irs.gov/pub/irs-pdf/fw9.pdf



Tip
Keep a separate bank account
for you income and expenses. 

 
This will help prevent co-mingling of personal and business.

But it will also make reporting income/expenses so much easier when you have to pay taxes.

+easier to back up your reporting if the IRS questions it. 



253-777-1106 
RITBSINC@gmail.com

Thank you for your time. 
Please contact us if you have any questions!
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https://www.sos.wa.gov/

 

https://www.irs.gov/businesses/small-businesses-self-employed/apply-for-an-

employer-identification-number-ein-online

 

https://secure.dor.wa.gov/home/

 

Secretary of State

EIN Number

Department of Revenue

Let's get started!
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