Business Owner Best Practices (for Bookkeeping), and Tips
In General
1. Rule #1 – Keep your business and your personal transactions separate. (except for investing into your business or taking money out)

· Try to pay business expenses with business money and deposit business income into your business account

· Treat the business finances as if it were someone else’s money.

2. Have a separate bank account for your business, no matter how small your business is.

3. Buy and use a deposit book.  
4. Buy business cheques and keep the stubs. 

· Don’t throw out cheques you made mistakes on.  Keep the cheque, write void across it, and staple it to your cheque stub.

5. Always record when you put personal money in and take money out of your business.

6. Keep every document that is financial in nature.  

7. Don’t assume we know what you spent your money on.  Sometimes supplier invoices are very ambiguous.  If needed write helpful information on the invoices for us so we can accurately categorize your spending.

8. Take special note of any individual items purchased over $500.00.  We need to be able to differentiate between Assets (items purchased to help you earn money ex. a Drill, Computer, Lawnmower etc.) and Expenses (items purchased that you will resell or use up ex. Supplies, building material, resale items, etc.)

9. Income taxes are based on the Net Income (Sales minus Expenses) not the amount of money you take out of your business account.

10. Save some of your business money to pay your taxes at the end of the year.  Be aware of the taxman.

11. Don’t use credit cards between more than one business.  Each business should have its own credit card. 

12. Keep all your records for at least 7 years.

13. Learn how to read the 3 major financial reports. (Income Statement, Balance Sheet, and Cash Flow Statement)
14. Learn how to read you’re A/R and A/P aging reports, and how to read a bank reconciliation report.
15. The reports and government remittances we create are solely based on the information you provide us.  We assume that all information provided is complete and business related unless you notify us otherwise.
Time (and money) Savers for your Accounting Bill
1. Write the date when you paid a bill on the bill

2. Keep your business and your personal transactions separate
3. Bring in your information monthly, to keep us up to date and so things don’t get lost.  End of the year bookkeeping should only be used for very small businesses, but is not advised.  The longer you go without bringing in your paperwork the longer it takes us to work on it and the more inaccurate it will be.

4. Organize cancelled cheques in order they were cashed before you give them to us.  (match the order to the bank statement not to their numerical order)
5. Organize your supplier invoices in order of when you paid them.  (or in order of when you received them depending on your bookkeepers method)
Business Use of Home

1. Keep all:
· Heating Bills (oil, gas, wood)

· Electricity Bills

· Insurance Bills

· Maintenance Bills
· Mortgage Interest Statements
· Property Tax Statements

2. To calculate your use of home expenses rate for tax purposes:
· Measure the square footage of the room in which you will be working. 

· Measure the square footage of the entire house excluding hallways, bathrooms and unfinished basements.

· Divide the room by the house footage.  (ex. 100sq’ / 1000sq’ = 10%)

3. Don’t pay for these bills with business bank account money.  Use of Home Expenses are added to your bookkeeping at the end of the year, therefore, paying them with business money is mixing business with personal.

Business Use of Vehicle

1. Keep all:

a. Gas Receipts

b. Oil Change and Repairs Receipts

c. Insurance Invoices

d. Purchase or Lease Agreements

e. Toll Booth or Parking Receipts

f. License and Registration Receipts

g. Car Wash Receipts

2. Mileage Trackers

a. Keep a mileage Tracker in your vehicle at all times and use it everyday (whether or not you have business use that day) to get in the habit of using it.  If your business use is above 50%, record your personal mileage instead of business mileage and deduct to make your life easier.

b. The government can throw out your mileage if you do not use a tracker, therefore don’t rely on a set percentage you came up with out of your head.
c. Unless you are a corporation you can’t apply a rate to your kilometers, therefore you need to keep a tracker.

d. At the beginning and end of the year write down the odometer reading so you will know how many total kilometers you drove in the year.
e. Once you get used to using a tracker it becomes automatic and very easy to use.
3. Don’t purchase food (chocolate bars, etc.) along with your gas.  It is mixing business and personal.
4. Don’t rely on your bank statements to prove your gas bills.  Auditors have every right to throw out your gas expenses if you do not have the original receipts.  (We have seen it happen!)
Payroll

1. Government Payroll Remittances

a. Your Government Payroll Remittance is due every month on the 15th, so be prepared to pay it.

b. Pay your remittance on time, at the bank, on of before the 15th.  The Payroll office gives out hefty fines to late payers.

2. New employees 
a. You must record a new employees SIN numbers within 3 days of hiring them.

b. You must record the first day a new employee works.

c. Have new employees fill out a TD1 form for us.  Call if you need the forms, or go to the government’s web site and download them.
3. Keep all your payroll records for at least 7 years.
4. It’s not a bad idea to learn about the Ontario Human Rights code before you hire new employees, you can get yourself in a lot of trouble and not even know it, if you’re not careful.

5. If you employ a family member you need to call the payroll office and ask for a ruling as to whether they should have Employment Insurance taken off or not before you start paying them.

6. You do not need to take deductions off money you give yourself unless your business is a corporation. (even if you own a corporation you do not have to take deductions if you choose not to)

