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It's always surprising
that most contractors or
independent consultants
don’t really understand
the cost of doing business.
When a new contractor
gleefully announces a

~ new contract at a whop-

ping rate of $25 or $30
an hour, I always get a
little weak in the knees.

- “But that's $52,000 to

$62,000 a year,” he wails.
“Yes, [ know. But
have you considered the
cost of doing business?”
Usually he hasn't,

The cosf of
doing business

A reality check
by Karen Steele

In this issue

Recently I put some
figures together on the
heels of what I consid-
ered to be an excellent
offer. You be the judge.

For the sake of this
example, let's say that
your new contract is for
$50 per hour, 40 hours a
week for the period of
one year. (Using even
numbers will keep these
examples clear). $50/hr
x 40/ wk x 52 weeks=
$104,000/ year. Sounds
pretty good, huh?

Less self-
employment tax

Well ... let’s puta
fine point to these num-

“bers. To begin with, how

about self-employment
tax {(otherwise known as
the employer’s portion
of Social Security)? That's a

- whopping 7.065% off the

top: $104,000 x .07065 =
$7,956

We won't count your
income tax, as you’d pay
that whether you were
self-employed or not.
And being self-employed
will benefit you at tax
time, though it's difficult
to come up with a formula
to assess that benefit.

And time off

It's important when
calculating your pay to
remember holidays. I
use an average of 8 holi-
days per year in my
calculations: 8 hrs x
$50/hr = $400/ day; 8
holidays x $400 = $3,200
holiday (lost) pay.

Life wouldn’t be good -

without a vacation, so
let’s add vacation (lost)
time into the mix. Here
we're using an average
of 10 vacation days:10
days x $400/ day =
$4,000 vacation (lost)
pay...and while we're at
it: 5 sickdays x $400/day
= $2,000 sick {lost) pay.

- So far we've sub-
tracted $17,156 from the
total. Now it's time to
look at the benefits
expense. While many
folks believe they can

_ cut corners on benefits,

it’s hard to understand
why they'd be self-
employed if they weren't
going to take good care
of themselves,

And benefits

Here are a few of the
benefits from my list—

Health insurance: av-
erage cost (80/20 tradi-
tional plan), $320/month
x 12 mos. = $4,224/ year.

Dental insurance: $60/
qtr x 4 gtrs = $240/ year.

Disability insurance:
$92/mox12mos= -
$1,104/ year.

Life insurance (term):
$50/mo x 12 mos =
$600/ year.

That’s an additional

" $6,168 in benefits sub-

tracted from the total.

Now that we've taken
care of you and your
benefits (as any good
employer should do),
let’s turn our attention
to business costs.

The following fig-
ures are mine, and [

- believe a very aver-

age cost for the con-
tractor or consultant
maintaining an office
in the home. I have
not subtracted rent,
utilities, or any of the
more subtle items
that your accountant
will go after. These
are just the obvious
things. '

' (See Cost, page 7)
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From the editor

Every article but one
in this issue got to me

_.through electronic mail.

In today’s whirlwind of
technology, this news
may strike you as ho-
hum. For me, however,
itis a real relief, [ can’t
tell you how many sub-
missions | have retyped
because they were deliv-
ered to me in paper or
fax form. Even docu-
ments mailed on a disk-.
ette, while a drastic
improvement, do have
the same time delay as-
sociated with traditional
mail.

Of course, this is not
a publication where
time delays affect much.
We seldom are current
enough with our pro-
duction process tore-
port on an event that’s
even as long as a month
away by press time. Be-
ing spread out nation-
ally and especially
being tethered to the
reins of our capricious
business make it impos-
sible to join forces with
the relay-team precision
needed for a timely
newsletter.

This is where time-
savers like electronic -
mail earn their keep.
WhenThave just a few

hours to work on the IP,

just a few days before

it's due in Cal’s hands,
can remind my planned
contributors and receive
their work in a pleasing

modicum of elapsed

time. You're still not re-
ceiving up-to-the-min-
ute news, but at jeast
I'm catching up on my
month-and-a-half delay!
So don’t be afraid to
e-mail me with your
thoughts, articles,
thouglits about articles,
letters, or other IP-re-
lated stuff. My signon is
SuzrWitter@aol.com.
And if you aren't

. plugged in yet, please

send a diskette, [ was
looking for someone to
write about how inde-
pendents can stay
abreast of new technolo-
gies, but the jury may
still be out on the answer
to that one. If you've got
anything to say on that
score, please do!
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We need your help. If
you're a dedicated,
driven professional who
can do good work fast,

Spoﬂlghf your talents

for free, and have a
great time doing it, con-
sider signing on with
the IP. _

We need a new layout
editor. Responsibilities
include: DTP layout (Ven-
tura Publisher preferred);
light copy editing and

writing (e.g., subtitles,
occasional titles, pull
quotes, editing to fit);

 distributing proofs and

masters to the Manag-
ing Editor, Copy Editor,
and Production Coordi-
nator, as appropriate;
planning and coordinat-
ing with the Managing
Editor, and graphic de-
sign to evolve the news-
letter as necessary. The
position usually entails

10 to 12 hours quarterly..

The returns? Pride in a
job well done. The pleas-
ure of meeting creative
challenges. Satisfaction
that you've contributed
to the success of other
PIC members. And an-
other impressive line for
your resume.

For more information
or to offer your much-
needed talents, call
Susan Witter at 360-715-
8404 or e-mail her at
SuzrWitter@aol.com. [[J
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If your Consulting
and Contracting SIG is

~ interested in opening up
~new doors to its members

and to consultants from
other association groups
in your city, try sponsor-
ing 2 Roundup of

- Consultants. This is just

what the C&C SIG of

- the Los Angeles chapter

did in September of
1994, This article de-
scribes why and how
this first-time event took
place, along with some
lessons learned.

consultants

By Raymond E. Urgo

The purpose of the
Roundup of LA Profes-
sional Consultants was
for associations to ex-
change information
about their contractors’
and consultants’ groups;
and for contractors and
consultants to exchange
information about thejr
professional work.

The expected benefits
were that there was
something for everyone:
for the invited associa-
tions, added publicity
and possibly new mem-
bers; for the consultants,
new business networking
contacts and opportuni-
ties with other consult-
ants, plus information

" about other associations

for future sources of
working relationships;
for the hosting SIG, pub-
licity and fund-raising
money; and for the re-
gion’s economy, new
business.

The SIG's steering

committee approved a
proposal to host this
roundup. Two people

volunteered to co-chair

the event. Other SIG
members volunteered to
assist with promotional
materials, mailings,
phone calling, arrange-
ments for banquet and
meeting room, name
badge preparation,
greeting guests, and
attendees’ evaluations,

Publicity

Our strategy for publi-
cizing the event occurred
in three stages. First, we
identified the local asso-
diation groups we wanted
to invite. These groups
were involved in such

fields as communications,

training and instruction,
organizational develop-
ment, medicine, engi-
neering, software, and
consulting. '

Next, we sent promo-
tional materiais to each
group’s president, news-
letter editor, and public-
ity officer. With the
promotional materials,
we asked them to inter-
nally advertise the event
to their consultants and
contractors,

Finally, we advertised
in newsletters of four lo-

<al STC chapters and in

a special mailing to our
Cé&C SIG mempbers.

The event

The event occurred
between 7 and 9 pm in a
hotel’s banquet-meeting
room. Tables were set
up around the walls of
the room. One wall of ta-
bles was a buffet of ap-
petizers, desserts, and

beverages. On another

“wall of tables, repre-

sentatives of the invited
associations displayed
literature about their

“organization, programs,

etc. On the remaining
tables, the consultants
displayed work samples
and brochures about their
consulting practices.
More than 60 people
attended from about 12
of the 20 invited associa- -
tions. When asked on
the evaluation form
what they liked best,
attendees stated: sharing

insights, networking,

location, food, people,
met a couple of key peo-
ple, saw old friends, well
planned. When asked
for recommendations
for improving the event,
attendees responded:

“hold itregularly, keep

up promotion, more and
better publicity, get
more associations to at-
tend, and do it again.
More than three months
later, people are still
speaking of the event or
have mentioned having
met (you or someone) at
the Roundup.

Lessons learned

Our biggest obstacle
was getting our promo-
tional information to the
right people at the other
associations for public-
ity to their consultants
and contractors, This
was an obstacle because
we began our publicity
in late June. We later

realized that our promo-
tional materials some-

times fell through the

cracks due to some
(See Roundup, page &)
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A self-émployed
friend of a friend once

_told me she never leaves

her house unless she

‘can deduct the trip.

Focus on Consulting

Deductling the
business use of
your vehicle

Copyright ©1995 by
Christopher Juillet
All rights reserved

“Never?” I asked.
“Well, almost never.”

The point she was -
making is that as a self-
employed professional
with an in-home office,
she made sure that when-
ever she used her car, -
she conducted sufficient
“business” (for example,
stopped by the printer
or copy shop) so that
she could include the
trip in her travel log as a
justifiable business trip.

In this Focus on Con-
sulting, we'll have a
look how to handle,
record and safely deduct
expenses related to the
business use of a vehicle
by self-employed con-
sultants. [t's not terribly
difficult, but as with most
other issues involving
the Internal Revenue
Service and our nation’s
tax code, there are a few
tricky bumps and turns

~ that you need to know

about when you’re run-
ning your own business.
Now, as ] always re-
mind readers when I
start on about tax issues,
I am not an attorney or
an accountant. That
doesn’t mean [ don’t
know what I'm talking
about, just that [ don’t
have malpractice insur-
ance to protect me from
myself and the things [

tell others. If you have
any questions about
issues of expense deduc-
tibility, consult with an
attorney or accountant,
or with the IRS.

What constitutes
business use?

Eirst things first. What,
exactly, is the business
use of a vehicle? Is it the
mileage you, as a direct
employee, drive to your
employer’s place of busi-
ness? No. Is it the mileage
you, as an independent
contractor, travel to drive
from your office to your
clients’ site to meet,
greet and consult? Yes.

Basically, business use
of a vehicle is exactly
that: Any use you make
of your car that substan-
tially involves the con-
duct of your business.
Trips to the cleaners are
out, but trips to the
printer or office supply
are in. Trips to drop your
child at daycare are out,
but trips to the post office
to buy stamps for your
business are just fine.

Careful readers will
correctly conclude that
many of these trips can
be run at the same time.
For example, you might
decide to swing by the

. post office to check the

P.O. box on the way to
or from daycare. For the
most part, that's OK,

but not if you're driving
40 miles to and fromday-
care to visit the post of-
fice that is two miles
from home. I recom-
mend the duck test to
stay clear of trouble: If it

doesn’t-look like a duck
or quack like a duck, it
probably isn’t deduct-

" ible,

Note that if you main-
tain an office outside of
the home, trips between
home and office are not
deductible, since they're
considered by the IRS to
be “commuting.” This
also applies if you go
directly from your
home to a client’s site
before you go to your
outside office. Since this
is the “first trip of the
day,” you cannot de-

. duct the entire trip, but

only those miles that
exceed the distance
between your home and
office. The incbvious
benefits of maintaining
an in-home office now
become clearer.

Deductible
expenses

‘There are two ways that
you can deduct the ex-
pense related to using your
vehide for business pur-
poses: 1) using the stand-
ard mileage allowance or
2} deducting depreciation
and operating expenses.
Each has advantages and
disadvantages.

Standard Mileage
Allowance — The easi-
est way to deduct the
business use of your car
is to apply the standard
mileage allowance to
the number of business
miles you drive during
the year. For taxable
year 1994, this rate is 29
cents per business mile.
Note that this is the -

_(See Focus, page &)
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Focus (from page 4)  easiest way, not neces-

“vou need
o keep
complete
and accurate

 records”

sarily the best way, to

. deduct your business

driving. If you have an

-inexpensive car that

gets good fuel economy,
you might be ahead to
use the standard allow-
ance. [f, however, your
car is new and/or rea-
sonably expensive to
buy and operate, you’ll
probably do better to
deduct depreciation and
operating expenses
based on the percentage
of your driving that is -
business-related. -

If you have already
begun to deduct a por-
tion of vehicle deprecia-
tion and expenses, you
cannot change to stand-
ard mileage allowance,
since this allowance -
takes depreciation into
account. You can, how-
ever, go the other way
and convert from the
standard mileage allow-
ance method to the
depreciation and expense
method, subject to some
IRS complexities best
left to your tax preparer
to handle.

Depreciation and op-
erating expenses — De-

~ ducting depreciation

and expenses offers
most independents
more flexibility in man-
aging their tax profile.
(Indeed, if you use more

. than one vehicle in your

business, you must use
this method for all of
those vehicles.)

The basics are pretty
straightforward: Keep

- track of the total miles

driven for business dur-
ing the year for the vehi-

dle, then calculate the per-
centage of the total miles
driven for the year that
are for business purposes.
Apply this business use
percentage factor to the
maximum allowable
depreciation each year:
first year maximum
(business %} x $2960;
second year maximum
{(business %) x $4700;
third year maximum
(business %} x $2850;
fourth and later years
maximum (business %)
x $1675.

If your business use
percentage changes
from year to year, you
don’t need to go back
and amend your earlier
returns. If, however,
your business use of the
vehicle falls to 50% or
lower, you might need
to declare a portion of
the depreciated amount
as income for that year
(referred to as “recaptur-
ing” the depreciation).

IRS regulations allow
you to deduct up to
$17,500 in equipment
expenses each year
{called the Section 179
deduction). This can in-
clude a portion of your
vehicle depreciation in
the first year the vehicle
is used for business. The

- remaining depreciation

is taken according to the
depreciation schedule.
You can take the Sec-
tion 179 deduction as
long as your business
use’is more than 50% of
the total vehicle use for
that year. As before, if
your business use later
falls to 50% or less, you

might need to recapture -

a portion of the depre-
ciation as income.

As for operating ex-
penses, they include -
costs for fuel, oil, re-
pairs, tires, parking,
tolls, insurance, licenses
and interest on your car
loan. They don’t, how-

ever, include such items

as parking or speeding
tickets. Again, multiply
your operating expenses
by the percentage of busi-

- ness use to determine

how much to deduct.

Recordkeeping
requirements
Whichever method
you choose to deduct
business use of your car,
you need to keep com-
plete and accurate
records that document
the trips you make,
where you go, what you
do and the miles you
drive. Get and maintain

a car trip log.

I've seen and used a
variety of car trip logs
over the years. The one |

like best, use myself and

recommend to othersis
the Dome Auto Mileage
Log and Expense Record.
Developed by a certified

- public accountant

named Nicholas Pic-
chione, this log is the
best I've seen. It has
plenty of space to docu-
ment your trips and op-
erating expenses. You
can find it at any well-
stocked office supply.
Asthe IRS tolks are
fond of saying, “No re-
cords, no deduction.” So
keep your trip log up to

- date, Log the date of

See (Focus, page &)
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Focus (from page 5)

each trip, the starting
and ending mileage, the

. destination and the pur-

pose of the trip. If you’re

- deducting depreciation

and actual expenses,
you also need to record
all operating expenses,
such as fuel, service,
supplies, insurance and
license fees. And don't
forget to save those re-
ceipts. [ generally pay
for my operating expenses
with a credit card. That
way, [ have a bullet-proof

audit trail of my expenses.

I'also began this year
to use a computer appli-
cation [ wrote to keep

track of my mileage and
expenses. Every month,
I bring my log in and
take ten - minutes or so to
enter my trips and ex-
penses. The system does
the arithmetic for me
and prints out a trip and
expense log if | want. |
can even see what my
percentage of business
use is anytime [ want by
entering the current
odometer reading.
For more
information

Ever helpful, the IRS
provides a reasonable
summary of the regula-

tions relevant to deduct-
ing the business use of
vehicles. For detailed in-
formation, refer to [RS
Publication 917, Business
Use of a Car, m
Christopher Juillef is an in-
dependently employed
technical writer, consuttant
and publisher of the iInde-
pendent Consuitant’s Brief-
Ing o quarterly newsietter
for and by independent
consultants. He also writes
computer gpplications fo
help independent consult-
ants run thelr businesses
more efficientfy. Emoit;
70272.1327@com-
puserve.com.

Roundup (from
page 3)

officers transitioning
into newly elected posi-
tions or being on vaca- -
tion during this time of
the year. Promoting the
event earlier, and con-
ducting more follow-up
phone calls, may have
prevented this problem.
Because the promo-
tional information was
not fully publicized by
all the associations, we
had a smaller turnout
and lost about $250 in
sponsoring the event.
We also learned that

‘we needed to better

communicate to each

association the unique
opportunity and benefits
to promote their associa-
tion at a table, Atten-
dees were disappointed
that more associations
did not represent them-
selves with literature. It
was also suggested that
each association be given
two minutes to introduce
themselves and their
purpose.

Finally, we learned
that while the event
may not have been per-
fect, it was a success in
that it was warmly wel-
comed, benefited a vari-

ety of needs, and that it
should be repeated.

For further informa-
tion, contact me at
213-876-2186 or E-mail
rurgo@aol.com.
Raymond E. 'Urgo is the prin-
clodl of Urgo & Associates,
specializing in procedures
consulling for organiza-
tions. He Is manager of the
Policies & Procedures PIC;
First VP of Programs for the
LA Chapter; a member of
the LA Chapter’s C&C
Steering Commitiee, and
chairperson of the LA Pro-
fessionaf Consultant’s
Roundup event.
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Costs (from page 1)

And business
cosfs

Capital equipment
expense {computers,

- copiers, fax machines,

etc.): $5,000/ year. Many
of you may note thisisa
conservative figure.

New software, up-
grades, etc.: $750/ year.

Stationery, stamps,
office supplies, etc.:
$500/ year.

Car expense driving
from your office (at
home) to the client site.
If you change your oil
every 3,000 miles and
you average 22,000
miles per year, you will
have at least 7 oil
changes. $15/ oil change
x7/yr = $105/ year. Also,
the government figures
wear and tear on your’

car at $0.26/mile. There-

fore, 22,000 miles x $0.26
= $5,720/ year.

Travel (for annual
conference, etc.); remem-
ber, this is part of your
vacation: $1,000/ year.

Educational seminars,
workshops, etc. (you

must stay currentl):
$400/ year.
Research materials,

periodicals, etc.: $500/ year. |

All this adds up to
another $14,475 in busi-
ness expense.

Retirement, foo

There’s one more
thing you need to think
about: the cost of your

- retirement. If you

worked for someone
else, you'd probably
have a pension plan or
at least a 401K. While
working for yourself,
providing this benefit
safeguards your future.
An employer-provided
401K allows a 12% de-
posit per year. Let’s as-
sume you provide this
for yourself : $104,000 x
12 = $12,480/ year.

What’s left?

$104,000 minus
$58,235 in expenses
{$7956 additional Social
Security + $17, 156 holi-

- day/sick/vacation +

$6168 in benefits +
$14, 175 in business

expense + $12,480 retire-
ment benefits)= $45,765.

Imagine what that
total would be if we
added attorney’s fees,
accountant’s fees, and
business insurance.

‘At the end of this
financial figuring ses-
sion, I raised my rates.
Why would anyone
experience all the pain
of self-employment
without the promise of
substantial financial gain?

Using these figures
when estimating your
rate for a proposed job
will help you bid more
accurately. If you can’t
afford to support busi-
ness to the extent that it
offers benefits, tools, and
time off, you may want
to consider whether self-
employment is your
first choice.

Karen Steels Is president of
SteelefCASE Communica-
fons, In Garland, TX. Sheis
aiso manager of the Con-
sulfing and independent
Confracting PIC.

Conference
(from page 8

new heuristics, and in
being aware of shiftsin
the profession. Some of
us may have at best a
loose circle of colleagues
with whom we share
information. An STC'
Conference is an excellent
opportunity to at once
enrich our knowledge

and strengthen the circle.

Those of you who
have not been able to

attend the conference in
the past will be delighted
with the opportunity to
meet and share with
other professionals who
work independently,

* and who share many of

your dreams and con-
cerns. | have often
found myself calling
folksI met at an STC
conference for help dur-
ing the year. And they

always have good infor-
mation, a kind word of
encouragement, and
sometimes a funny story
to help me along the
way. The camaraderie
and support you receive

~ from this kind of net-

working will be a valu-
able tool in building

~ your business.

(Karen's blo s atf the end of
the arficle above.)




Ever wonder how
much other communica-
tors are getting paid?
Which job skills are
hot—and which skills
you probably won’t
need in the future?

STC Conference; view from
the independent’s perspective

Exciting events for Come to the 42nd
Annual STC Conference
C&IC PIC members, inWashington DC, April
' - 23rd through 26th and
plus many targeted find the answers to these
. and many other ques-
general conference tions. At the conference
~ we'll announce the re-
sults of the C&IC PIC

sessions _
' - poll. Loti Corbett and
Chuck Arnold will pre-
sent the poll results to
the membership at the

by Karen Steele

annual C&JIC PIC meet-
ing, which will be held
Wednesday morning

- from 8:30 to 10 a.m. We

will have many issues to
discuss and new posi-
tions to fill. We plan to
recruit volunteers for a
whole raft of new projects,
so please plan on com-
ing early, and bring lots
of good ideas with you!
Do you have a local

- C&IC PIC? If not, would

you like to start one?
Would you volunteer to
be a regional coordina-
tor in your area? These
are just some of the things
we'll be looking for.

This year, in addition
to the annual PIC meet-
ing, we will have the
opportunity to meet and
plan a new year of activi-

ties during the PICnic
luncheon, and to learn
from several seasoned
professionals at the
C&IC Progression.
General conference
sessions especially of
interest to independents
include how to contract
and be contracted, new
markets for the technical
writer, contract writing,
and dealing with diffi-
cult customers, to name
a few. And these don’t
even count the topics re-
lated to the type of techni-
cal writing we do!
Independent contrac-

~ tors and consultants are

particularly vulnerable

to falling behind in

adopting new technolo-

gies, in understanding
(See Conference, page /)




