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BOOKKEEPING MADE EASY





Top Ten Bookkeeping Mistakes

Whether you are a business owner, non-profit manager or bookkeeper, the 10 items below will help improve the integrity of your bookkeeping system and reports.
1. Mingling business and personal funds is a big NO-NO!  First and foremost, it usually distorts your bottom line.  In the case of an audit, it immediately raises red flags.  Lastly, there may be legal ramifications in the event your business is party to a lawsuit.  Best practice:  Open a bank account for each business or non-profit.
2. Not saving receipts for all purchases may result in a legitimate business expense being disqualified in a tax audit.   Best Practice:  Require receipts for all purchases at the time of purchase or before the payment is made.
3. Not reimbursing yourself for business expenses paid out of your pocket will make the bottom line look better but will result in paying extra tax.  Best Practice:  Submit a monthly request for reimbursement.
4. Not tracking petty cash properly may result in a legitimate business expense being disqualified in the event of a tax audit.  Best Practice:  Setup a petty cash system and assign the management responsibility to someone in your office.
5. Including sales tax collected as part of sales income results in an inflated sales total, overpayment of business income tax on the overstated profit and underpayment of sales tax due.  Best Practice:  Create a procedure to reconcile sales tax monthly.
6. Not reconciling the books with bank and credit card statements each month may cause transactions to be missed.  Best Practice:  Be diligent about reconciliations. 

7. Not having a documented bookkeeping system, including policies and procedures, often results in errors and poor financial control.  Best Practice:  Ask your accountant or a professional bookkeeper for help.
8. Not using accounting software to maintain your books reduces efficiency, compromises accuracy and limits reporting capability.  Best Practice:  Ask your accountant or a professional bookkeeper for help selecting and implementing accounting software.
9. Leaving the bookkeeping to someone who is not qualified will result in frustration, headaches, lack of financial control, inaccurate reports, tax problems, and, lastly, opportunities for fraud and theft.   Best Practice:  Ask your accountant for help when hiring and training a bookkeeper or outsource your bookkeeping to a professional.
10. Not creating a system of checks and balances to monitor your bookkeeper and bookkeeping system is simply inviting disaster.   Best Practice:  Ask your accountant or a professional bookkeeper for help!
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