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Your Business Financials & Taxes in Order    

By Anca Pop, CPA, MS-Tax 
A.E.P., PLLC  
Accounting and Tax Services 

A business owner needs to report business activity on a tax return to the IRS. To prepare the business 
tax return, accounting needs to be done first.  

What is the accounting? At a minimum, coming up with business income and expenses. But also 
business bank accounts and credit card(s) balances, business assets, outstanding loans, other assets and 
liabilities, plus equity in the business are part of financial statements. 

Bookkeeping, accounting, financial statements are different words for the same concept. Stated 
differently, when the accounting (or bookkeeping) is done, financial statements are produced. 

Reasons for having accurate financial statements and tax return(s) 

1. Stands in front of an IRS audit 
2. Easy to qualify for a loan, at a lower interest rate 
3. Know how your business is doing 
4. Be able to sell the AFH business at a premium price 

 

Ways to end up with inaccurate financial statements and tax return(s) 

1. PROCRASTINATING 
Not knowing what needs to be done, many people put this aside. Time goes by and the business 
tax return might not get filed in time and important tax planning opportunities might be missed. 

2. SELF-PREPARING ACCOUNTING AND TAX RETURN 
Some business owners decide to self-prepare the accounting. Give that to a tax preparer to put 
in tax software. After taking all deductions, what is left is taxable, and they pay taxes on the net 
income.  
What if the business has loans, are those included on the tax return? Or you own the AFH house, 
how is the house deducted? What if the business has state paid income, is that taxable? What if 
you go to college for nurse degree, is tuition tax deductible? Should you hire your kids in your 
business? Your business tax return can get complicated. 

3. USING ACCOUNTING AND TAX SOFTWARES WRONG 
One situation I see often is using QuickBooks Online (QBO). QBO is accounting software, and it 
integrates with bank accounts. The misperception is that all transactions from bank will be 
downloaded into QuickBooks Online and accounting is done, without additional human effort. 
But a bookkeeper needs to login into the QuickBooks Online, and reconcile bank accounts to 
make sure QuickBooks is accurate. 
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Same for tax return filing. Buying a tax software and keying in income and expenses into the 
software is not enough. The tax return needs to be checked for any possible errors. 

4. HIRING A TAX PREPARER 
There are tax preparers and tax professionals who can be hired for tax filing. 

A tax preparer can be anyone who decides to start preparing tax returns, regardless of 
professional background.   

A tax professional is a CPA (certified public accountant), or an EA (enrolled agent) who has 
education and professional experience in accounting and taxes. 

Typically a tax professional charges more for the services provides, but offers higher quality 
services than a tax preparer.  

 

What is the solution? 

Hire a good bookkeeper for accounting and a CPA for tax return preparation and tax planning. 

Why? Because there are many tax planning opportunities, but majority apply in certain conditions. 

 

Good Accounting and Tax Practice 

Every business should do this 

1. Start an LLC for the AFH 
2. Have separate business checking and credit card accounts  
3. Deduct all ordinary and necessary business expenses  
4. Make sure staff is on payroll, not on Form 1099 

• Hire payroll provider to do the payroll 
5. Buy a business vehicle 
6. Keep track of all improvements made to the AFH 
7. Offer high quality services for a successful AFH 

Tax planning opportunities 

1. Choose the right type of business entity 
2. State paid income not taxable, under certain conditions 
3. Bought the AFH house? Good tax saving opportunity 
4. Hire your kids in the business, if they meet the age requirement 
5. If you live in a separate home, might take a home office deduction 
6. The business can pay for your school, if you qualify 


