
1 Keep, Sort and File Receipts
The basics of accounting starts with keeping receipts, payment slips, deposit book, invoices, chits, 
cheque stubs, bank statements, and anything else that might support an expense or an income item. 
I highly recommend for new business owners to implement a system to keep track of all of their 
receipts. By all, I mean all of your receipts. 

When the government, CRA, comes knocking on the door to review or audit your books, they will 
expect to see all of the receipts and paperwork for expenses. Contrary to popular belief, a credit card 
statement is not a valid supporting documentation for expenses. For example, Joe could go to the gas 
station to buy $100 worth of lottery tickets and charge it to his business credit card. The credit card 
statement shows that Joe spent $100 at the gas station, but it does not show whether Joe bought gas 
for his company’s truck or if he bought lottery tickets. Thus, CRA will always rely on actual receipts 
to substantiate expense claims.

The filing system does not have to be intricate or time consuming. At times, simple manila folders or 
envelopes will do. At other times, a banker’s box is a great $30 investment to store all your records in 
one convenient place.

2 Maintain Accurate Accounting System
Now that you are saving and filing all of your receipts, the next step is to input all this data into an 
account system or software. Historically, business owners have been using manual ledgers to keep 
track of expenses and reconcile bank statements. However, with the rise of technology, this process 
is simplified by using accounting software such as Quickbooks or Sage. 

Ideally the accounting system is updated on a regular basis which could be on a daily basis for 
bigger businesses and on a monthly, quarterly or annual basis for smaller businesses. At the very 
minimum, the accounting system should be updated for sales receipts, payments for expenses and 
reconciliation of bank statement on a regular basis.

It is also important to ensure that personal expenses are not recorded as business expenses. Ultimately, 
the business owner is the best judge whether the expense was for business purposes or personal. 

3 Take Advantage of all Deductions
Tax rules in Canada are quite complex, but that does not mean that you should pay more in taxes. 
The common expenses that are not fully utilized include the following:

Auto Expenses: a reasonable portion of all expenses directly associated with your car can be 
written off as a business expense. The vehicle of course has to be in the normal course of business. Auto 
expenses include gas, insurance, lease, parking and maintenance. Another factor to consider is if you 
own your car and are using it for business purposes, you can claim amortization expense on the cost of 
the vehicle. Thus, every year a percentage of the cost will be written off as amortization expense.
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Home Office: You can claim a reasonable amount of your living expenses as a home office.  
Home office expenses include rent, utilities, interest on the mortgage, internet and repairs. The 
percentage use of your home for business purposes is calculated based on actual square foot of  
your office compared to the rest of the home. 

Gifts: This is typically an expense category that is not fully utilized. In various industries such  
as sales, construction and professional services a lot of money is spent on gifts for referrals, clients, 
and closed business. The gifts could vary from bottles of wine, to chocolate, to flowers, to even Air 
Canada gift certificate. As long as the gift was for a business purpose, it is a legitimate business 
expense. It is also good practice to write down on the actual receipt the name to whom the gift is 
given to.

There are numerous other deductions that can be claimed for business purposes. Inquire from  
a trusted source to get a better understanding for your industry.

4 Consider Your Business Structure
A lot of thought should be put into on how the business is structured. The two most typical options  
are sole-proprietor and corporation. Wit in the corporation, there are also possibilities to split different 
segment of the business into separate corporations for liability and income splitting opportunities. 
Other options tailored for certain situations include partnership, joint venture and trust. The legal 
structure of the business has a lot of implications. Each scenario merits its own discussion because  
of the various factors involved in the decision making. 

The chosen structure will have significant implications on taxes, liability and flexibility. For example, 
if the business is started with a goal to sell the business within 4 or 5 years, it would be important for 
the business owner to incorporate the business and to hold the shares individually (i.e. not through a 
holding company) in order to utilize capital gain exemption of $800,000 on the sale of business. In this 
scenario, it might be advantageous to have other family members involved in ownership to increase 
the capital gains exemption. 

5 Deadlines – File On Time
It is vital to know the deadlines for each return that the business is responsible for filing. Getting 
behind on filings gets to be expensive as CRA charges stiff penalties for late filing as well as interest. 
Filing late also raises red flags within CRA systems and could prompt a review or worse, an audit. If 
you follow steps outlined above, it is not as cumbersome to prepare year end returns to file with the 
government. Even if you don’t have the cash flow to pay the balance owing, the filings can be made 
and the payments can be submitted in the future to avoid late filing penalties. 

Need personalized accounting help for  
your business? Visit us at www.schindlercga.com 

or call 604-215-8872 for more information.


