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Using accounting software or a spreadsheet to record all expenses regularly is essential for small business financial management.Tracking your business expenses regularly can help prevent mistakes and ensure accurate financial records. Reinhardt recommends scheduling a routine to review expenses line by line on a weekly, monthly, or quarterly
basis to catch any problems early.###ARTICLESmall businesses need to track common expenses such as rent, utilities, payroll, office supplies, marketing, insurance, and business travel. Other key expenses include equipment purchases, professional services (such as legal and accounting fees), inventory, and software subscriptions. Tracking these
costs accurately helps with budgeting and tax deductions.You can categorize your expenses in many ways, but here are some common expenses and expense categories for any small business:Operational ExpensesOffice Supplies: These include everyday essentials, such as paper, pens, and printer ink.Office Rent: This refers to the cost of leasing
commercial space for business operations.Storage Fees: These are costs incurred for renting storage units, warehouses, or other facilities to hold inventory, equipment, or business records.Utilities and Internet: These expenses cover electricity, water, heating, and internet services that are essential for keeping the business running.Packaging
Materials: This includes the costs for boxes, envelopes, and other materials required for shipping products.Bank Fees: These are costs associated with maintaining business bank accounts and processing payments. Employee and Professional ServicesPayroll Expenses: These include wages, salaries, and payroll taxes for employees.Legal and
Professional Fees: These are payments made to accountants, attorneys, consultants, or other professionals who provide essential business services.Contractor Fees: This refers to the compensation paid to freelancers or independent contractors hired for specific projects.Recruiting and Hiring Costs: These expenses include job advertisements,
background checks, recruitment agency fees, and other costs related to hiring new employees. Marketing and AdvertisingAdvertising Costs: These expenses include digital ads, printed materials, billboards, and other promotional efforts.Marketing Campaigns: This covers the budget allocated for SEO, content marketing, social media promotions, and
brand awareness strategies. Travel and TransportationBusiness Travel Expenses: These are costs related to business trips, including airfare, hotels, meals, and transportation. Remember that deductions for travel expenses may be subject to additional scrutiny by the IRS, so its important to keep detailed records, including travel itineraries and notes
on the business purpose of each trip.Vehicle Expenses: These expenses include fuel, maintenance, insurance, and mileage for a personal vehicle used for business purposes. Insurance PremiumsBusiness Insurance: These policies cover general liability, professional liability, property insurance, and workers compensation.Health Insurance: These
expenses refer to the premiums paid for employee healthcare coverage, if provided by the business. Technology and SoftwareComputers and Equipment: These costs include essential business technology, such as laptops, monitors, and office hardware.Software Subscriptions: These fees cover business tools, accounting software, customer
relationship management (CRM) platforms, and other necessary applications.Web Hosting and Domain Fees: These are recurring costs required to maintain a company website and email services.IT Support and Cybersecurity: This category includes expenses for maintaining secure IT systems, protecting data, and ensuring tech support, such as
cybersecurity software, data backup services, or IT professionals. Product and Service CostsCost of Goods Sold (COGS): This includes the costs of raw materials, manufacturing, and inventory purchases that are required to produce goods sold.Business Expenses: What Can Be Deducted from Your Taxes?Deducting Business ExpensesIn industries with
safety and regulatory standards, businesses may deduct expenses related to testing products for compliance, safety, and reliability before they reach customers. This can include taxes and compliance costs such as income tax, sales tax, payroll tax, and other required payments to federal, state, and local governments.Costs of ComplianceThese costs
refer to fees for regulatory compliance, business licenses, and industry-specific permits. Financing CostsThis includes interest paid on loans that are used for legitimate business purposes, such as equipment financing, mortgage interest on a business property, and more.Professional DevelopmentThese expenses cover business courses, training
programs, certifications, and industry conferences that help improve skills and maintain competitiveness. Research ExpensesThis includes funds allocated for market research, customer insights, and product development.Business EntertainmentMeals, gifts, and various forms of entertainment can sometimes qualify as deductible business expenses.
However, tax law changes often, so be sure to check the official IRS website before adding any expense to your spreadsheet. Business MealsThis refers to food and beverages purchased for or during meetings with clients, partners, or employees.Entertainment ExpensesThese are expenses for business-related entertainment, such as hosting clients at
events or team outings. GiftsThese are any gifts given to clients, employees, or business partners as a token of appreciation or goodwill.Specialized IndustriesThere are additional expenses related to specific industries, such as medical practices, content creators, construction companies, and artists. These include items such as medical supplies, high-
quality cameras, and specialized equipment for film or streaming.Other Business ExpensesConstruction and contracting businesses incur costs for labor, materials, and specialized equipment. Restaurants, hotels, and catering businesses face a wide range of industry-specific expenses.To qualify for a deduction, the IRS mandates that it be both
common and accepted in your industry. According to the IRS, an ordinary expense is standard and accepted within your field. A necessary expense is useful and suitable for operating your business. While you have some freedom in choosing expenses, only those meeting these criteria qualify as deductible. Weve developed a useful spreadsheet to help
you identify legitimate expenses. Download the Acceptable Business Expenses Cheat Sheet in PDF format. This document guides you through questions to determine what is and isnt an acceptable expense, and how to categorize it. If unsure, consult the IRS website or a tax expert. Remember: The cost of hiring a tax professionalor any tax preparation
for your business, from consultations to softwareis itself a deductible expense. Empower your team to exceed expectations with a flexible platform tailored to your needs. The Smartsheet platform simplifies planning, managing, and reporting work from anywhere, enhancing team efficiency. Track key metrics and gain real-time insights with
dashboards and automated workflows, keeping your team informed. Clear visibility into work enables greater productivity. Try Smartsheet for free today. Get a Free Smartsheet Demo When tax season arrives, you wont waste hours sorting through crumpled receipts wondering if a $13 parking fee was for a client or a personal trip. Claiming
deductions becomes less stressful. Accurate expense tracking ensures a precise tax return. Plus, during an IRS audit, detailed records make compliance easier. Youll know exactly where your money goes monthly, allowing you to cut unnecessary costs. For financial control, weve compiled a list of top business expense trackers (and an offline option
for traditionalists). Mint: A free expense tracker for self-employed individuals. A well-known personal tracker, Mint also works for small businesses and freelancers. It lets you create budgets and goals, track credit scores, and view data via a simple dashboard. Set alerts for bill reminders or large purchases to stay financially aware. Platforms:
Android, iPhone, web browser. Price: Free. QuickBooks: Expense management for accounting-savvy businesses. QuickBooks offers more features than other trackers here but requires more knowledge and time. It handles all finances: payroll, payments, bills, expenses, and taxes. If accounting isnt your strength, some aspects may frustrate. However,
pros or admins can scan receipts via phone and upload them to the app as part of expense reports. Reconcile them monthly, tracking sales tax paid to offset owed taxes. Platforms: Android, iPhone, web browser. Price: Starts at $12.50/month. FreshBooks: Expense tracking for minimalist entrepreneurs. FreshBooks lets you input expenses via desktop
or smartphone with a simple interface. It syncs with your bank daily, pulling recent expenses from credit cards or accounts. Reconcile and add receipt photos. Platforms: Android, iPhone, web browser. Price: Starts at $15/month (Bench clients get one month free). Expensify: An expense tracker for business travelers. If you work remotely or travel
frequently, youll appreciate Expensifys features for managing post-trip expenses. Tracking business expenses can be a daunting task, but utilizing Expensify can simplify the process by allowing users to snap pictures of receipts and submit them for tracking. This app also handles mileage tracking and automatically imports receipts from services like
Uber and Airbnb. Additionally, it converts currencies and integrates with most accounting software, making it a convenient option. For those seeking alternative expense tracker apps, Receipt Bank and Shoeboxed are viable options. However, Expensify is primarily an expense tracker and not a balance tracker. It's available on Android, iPhone, and
web browser, starting at $4.99/month. Another option is Bench, which offers hands-off expense tracking and bookkeeping, providing financial reports and assistance with tax filing. For a more traditional approach, Excel spreadsheets can be used to track expenses, generating reports and insights into financial data. To effectively track business
expenses, it's essential to digitize receipts, separate personal and business transactions, and regularly review and categorize expenses. Utilizing the right expense tracking tool and following these steps can help streamline the process and improve financial management.Expenses are crucial costs that every business incurs to operate, encompassing
everything from goods sold to advertising and office expenses. Keeping track of these expenses is vital for maintaining a precise picture of the company's finances.We'll delve into steps for tracking expenses, categorizing spending, generating accurate financial records, and making informed decisions. Business expense tracking enables you to stay on
top of your spending, improve cash flow, and maximize tax deductions. Utilize separate business bank accounts, such as checking, savings, and merchant services accounts, to keep your personal and business finances organized.Consider a corporate credit card for easy expense tracking, accumulating rewards, and building a credit history beneficial
for loans and financing. Accounting software automates the expense-tracking process while organizing financial records and generating reports. Keeping Your Finances in Order with FreshBooks Receipt Tracking SoftwareExpense tracking is essential for small business financial management, as it helps you create a profitable strategy for your
company's future, analyze which expenses are necessary and productive for your business, and forecast future expenditures. By regularly recording your expenses, you can keep track of all claimable expenses, make the most of your tax return, and provide required documentation to the IRS if needed. Understanding your business expenses helps you
identify potential fraud, catch incorrect charges or potential fraud quickly, and prevent it from occurring again.To properly track your business expenses, follow these steps:1. Open a Business Account Separate your personal and business finances by opening a dedicated business account for transactions, including a business checking account,
savings account, and merchant services account. This will help you keep track of business expenses and make it easier to claim tax deductions.2. Choose Accounting Software Select an accounting software that can automate your business records and track each expense. Look for software with reporting tools that provide year-to-year comparisons of
your business expenses, and consider using free platforms available for businesses. During setup, choose your preferred income and expense reporting method, such as cash or accrual accounting.3. Connect Your Financial Institutions Link your accounting software to your banks to simplify tracking your business expenses. This will enable automatic
download of bank transactions and categorize your expenses. You can also integrate other functions, such as importing daily transactions and downloading bank statements.4. File Your Receipts Keep all paper receipts and documents, such as bank statements, for at least three years. Use folders to store receipts and label them according to dates or
categories. Digital receipt apps can also be integrated with your accounting software, making it easier to track each transaction.5. Review Your Business Expenses Regularly Review your business expenses from time to time by examining reports, analyzing numbers, and noting trends. This will help you understand how much you spend on specific
areas, identify errors, and make relevant decisions for business growth.
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