
My Book-keeping Advice. By Frank Madubuko
Accounting is the backbone of every successful business, providing the structure and 

transparency needed to manage finances effectively. In this comprehensive guide, we will 

explore fourteen critical topics—ranging from “What is accounting?” to “Learn accounting—

these are the possibilities.” Each section will delve into definitions, purposes, best practices, 

tools, and considerations, ensuring that business owners, freelancers, and anyone interested 

in bookkeeping can gain valuable insights. By the end of this article, you’ll understand not 

only the fundamentals of accounting but also how to implement and leverage accounting 

practices to drive growth, remain compliant, and make informed decisions.

Introduction
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Effective bookkeeping and accounting are essential for maintaining financial health, ensuring 

legal compliance, and supporting informed strategic decision-making. Whether you are a 

small business owner, an independent freelancer, or someone seeking to understand the 

financial language of business, this guide will serve as a one-stop resource. We will cover:

What is accounting?
Why is accounting important for companies?
Who is required to keep accounts and who is not?
Accounting for freelancers
Accounting for small businesses
Accounting for business people
The generally accepted accounting principles (GoB)
Books in accounting
Accounts in accounting
Overview of accounting areas
Accounting tasks
Do you do your accounting yourself or outsource it?
Services and functions of accounting software
Learn accounting—these are the possibilities

Each section (399–600 words) will include in-depth explanations, bullet points for clarity, 

and tables when relevant. You can either read it in order or skip to the part that fits your 

current business stage.

Part 1: What is Accounting?

Definition and Scope of Accounting

Accounting is the structured process of recording, classifying, summarising, and interpreting 

financial transactions. It is often referred to as the “language of business” because it 

communicates the economic health of a business to key stakeholders, including owners, 

managers, investors, creditors, and regulators. More than just numbers, accounting involves 

rules, tools, and techniques that make financial data meaningful.

Recording: Every financial event (sale, purchase, payroll) is documented in a 
standardised format.
Classifying: These transactions are categorised into distinct groups, including assets, 
liabilities, income, and expenses.
Summarising: Information is compiled into reports for analysis.
Interpreting: Reports are analysed for insights and decision-making.
Communicating: Financial results are shared with relevant parties for action and 
accountability.

Accounting is not limited to corporate finance. It applies to freelancers, nonprofit 

organisations, governments, and individuals. It encompasses various branches, including 

financial accounting, cost accounting, management accounting, and tax accounting.
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Key Objectives of Accounting

Provide Insight for Decision-Making
 Business leaders rely on accounting to assess performance, plan budgets, manage risks, 
and make informed investment decisions.
Ensure Legal and Tax Compliance
 Accurate records help businesses stay compliant with financial reporting laws, tax 
obligations, and audit requirements.
Promote Accountability and Transparency
 Through documentation and controls, accounting ensures integrity and reduces the risk 
of fraud.
Measure Business Performance
 Key metrics, such as profit margin, cash flow, and return on investment, are derived 
directly from well-maintained accounts.

Components of the Accounting Process

Step Description

Journalizing Recording transactions chronologically as 

journal entries.

Posting Transferring entries to the ledger, grouped 

by account.

Adjusting Entries Making corrections at period-end to 

reflect accruals or deferrals.

Trial Balance Ensuring total debits equal total credits 

before report preparation.

Financial Statements Creating income statements, balance 

sheets, and cash flow reports.

Closing Entries Resetting temporary accounts (like 

revenue and expenses) after each period.

This process follows the double-entry system, which means every transaction affects two 

accounts to maintain balance. For example, if you buy equipment for €500, one account 

(equipment) is debited while another (cash or liabilities) is credited.

Types of Accounting
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Financial Accounting
 Focuses on historical financial statements for external users like investors or regulators.
Managerial Accounting
 Used internally to help managers make operational decisions.
Cost Accounting
 Calculates the true cost of producing goods or delivering services.
Tax Accounting
 Focuses on tax filings, obligations, and strategies, often following tax laws rather than 
standard accounting rules.

Benefits of Understanding Accounting

Better Business Decisions
 Knowing how to read your books helps you manage costs, invest wisely, and price your 
services accurately.
Increased Trust and Credibility
 Transparent records build confidence with customers, partners, and institutions.
Avoid Penalties and Stay Compliant
 Errors in tax or financial reporting can cost you money and reputation. Accounting keeps 
you aligned with the law.
Performance Tracking
 Analyze growth, profit, or loss over time and measure your business against industry 
benchmarks.
Operational Efficiency
 Structured financial management frees up your time and resources for innovation and 
growth.

Part 2: Why Is Accounting Important for Businesses?

The Foundation of Every Business Decision

Accounting is more than just tracking money—it’s about creating clarity and control in your 

business operations. Without it, you’re essentially driving blind. Whether you run a solo 

practice or a company with employees and investors, accounting provides the visibility you 

need to understand where your business stands and where it’s going.

Proper accounting is the foundation of sustainable growth, smart decision-making, and long-

term profitability.

Key Reasons Why Accounting Is Crucial

Tracks Income and Expenses Accurately
 Accounting allows businesses to monitor where their money is coming from and where 
it’s going. This helps prevent overspending, underbilling, or financial blind spots.
Ensures Legal and Tax Compliance
 Government authorities (like the Finanzamt in Germany) require businesses to keep 
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accurate records of revenue, expenses, VAT (MwSt), and employee payments. Without 
proper accounting, you risk audits, fines, or even business closure.
Improves Budgeting and Planning
 With historical data and financial trends, you can forecast future income and expenses. 
This supports smarter planning and helps set realistic goals and budgets.
Enhances Financial Decision-Making
 You can’t make informed decisions without understanding your financial position. 
Accounting data helps answer questions like:

Can we afford to hire?
Should we invest in new equipment?
Is our pricing profitable?

Builds Business Credit and Investor Trust
 If you ever need funding, lenders and investors will ask for your books. Professionally 
maintained accounting records build trust and credibility.
Supports Internal and External Reporting
 Internal reports (like cash flow forecasts) help guide management decisions. External 
reports (such as annual financial statements) are legally required and used by tax 
authorities, banks, and partners.
Detects and Prevents Fraud
 With well-kept records and consistent checks, unusual transactions can be quickly 
spotted and corrected—reducing the risk of employee fraud or financial abuse.

Business Use Cases of Accounting

Business Size How Accounting Helps

Solo Entrepreneur Tracks expenses for deductions, simplifies 
tax returns, sets rates to remain profitable.

Small Business Helps manage payroll, vendor payments, 
pricing, and monthly cash flow.

Growing Company Supports investor reports, financial 
audits, VAT compliance, and expansion 
forecasting.

E-commerce Brand Tracks cost of goods sold (COGS), ad 
spend, returns, and inventory valuation.

Restaurant/Café Calculates daily revenues, food costs, 
staff wages, and monthly profit margins.



Consequences of Ignoring Accounting

If you neglect accounting or treat it as an afterthought, it will cost your business more than 

just money. Poor accounting can lead to:

Missed tax deadlines and hefty penalties
Inability to secure loans or attract investors
Mismanagement of inventory, pricing, or payroll
Loss of visibility into your actual profit or losses
Inconsistent cash flow or inability to pay bills on time
Business failure due to bad financial decisions

According to studies, poor financial management is one of the top five reasons small 
businesses fail—and it almost always ties back to accounting issues.

The Strategic Value of Accounting

Accounting does more than record the past. It helps you:

Look Back (Review past performance to learn from it)
Look In (Understand your business's health right now)
Look Ahead (Plan for growth, investment, or pivot)

Well-managed accounting is like a compass for your business—it guides you toward 

profitability, stability, and scalability.

Final Takeaways

If you’re serious about business success, you can’t afford to overlook accounting. It’s not just 

about taxes. It’s about:

✅ Knowing what works and what doesn’t

 ✅ Making informed decisions every day

 ✅ Staying compliant and out of trouble

 ✅ Building trust with partners, banks, and customers

 ✅ Creating systems that help your business grow

It’s one of the first business skills every entrepreneur should either master—or delegate to a 

trusted professional or smart software.

Part 3: Who Is Required to Keep Accounts and Who Is Not?

Understanding the Legal Obligation

In Germany and most other countries, the requirement to keep accounts depends on the 

legal structure, size, and revenue of a business. Some businesses are legally required to do 

full accounting (including double-entry bookkeeping), while others are allowed to use 

simplified accounting (Einnahmen-Überschuss-Rechnung or “EÜR”).



Keeping proper records is not just good practice—it’s often a legal duty, especially when it 

comes to tax, profit declaration, and business transparency.

Businesses Required to Keep Full Accounts

The following business types are legally required to maintain full double-entry bookkeeping 

under the German Commercial Code (HGB - Handelsgesetzbuch):

Registered merchants (Kaufleute) under HGB
Corporations such as GmbH (limited liability company), UG (haftungsbeschränkt), AG 
(stock company)
Partnerships like OHG and KG if they exceed thresholds
Businesses that exceed €600,000 annual revenue or €60,000 annual profit

These entities must:

Maintain a journal and ledger
Use double-entry bookkeeping
Submit balance sheets, income statements, and sometimes cash flow statements
File their accounts with the Finanzamt and, for corporations, the Bundesanzeiger

This formal accounting system ensures transparency, especially for businesses with public 

responsibilities or third-party stakeholders.

Who May Use Simplified Accounting (EÜR)

Smaller businesses and self-employed individuals may use the Einnahmen-Überschuss-
Rechnung (EÜR) method, which is based on cash flow and simpler than full accounting. EÜR 

is ideal for:

Freelancers (Freiberufler) such as artists, writers, coaches, doctors, IT consultants
Small businesses (Kleinunternehmer) below the legal revenue threshold
Self-employed individuals operating under their personal name
Startups not (yet) exceeding the €600,000/€60,000 thresholds

With EÜR, you only record:

Incoming payments (Einnahmen)
Outgoing payments (Ausgaben)

No need for balance sheets or double-entry. This form of accounting is accepted by the tax 

office, but must still be documented properly.

Key Thresholds (Germany, as of current regulation)



Criterion Threshold Requirement

Annual Revenue Over €600,000 Full accounting (GoB)

Annual Profit Over €60,000 Full accounting (GoB)

Legal Form: GmbH, UG, AG Any revenue Full accounting mandatory

Freelancer (e.g. designer) Below €600,000 revenue EÜR allowed

Gewerbetreibender 
(merchant)

Below thresholds EÜR allowed

Important: Once a business exceeds any of the above thresholds in two consecutive years, it 

must switch from EÜR to full accounting in the following year.

Who Doesn’t Have to Keep Accounts?

Some individuals or activities are exempt from detailed accounting requirements, although 

basic records should still be kept:

Private individuals with no business income
Non-commercial side hustles below hobby or micro-business thresholds
Non-profit associations with minimal financial activity (but they often still keep books for 
transparency)

However, tax authorities can still request evidence of income or expenses, especially if your 

earnings seem inconsistent with your lifestyle or reported tax class.

Why This Distinction Matters

Knowing your obligation is critical to avoid:

Penalties for non-compliance
Backdated demands to submit detailed books
Extra tax burdens due to missing evidence
Missed deadlines for balance sheet submissions

If you're unsure, the best course of action is to consult a tax advisor (Steuerberater) or use 

smart accounting software that automatically checks your revenue and status.

Summary: Who Needs What?



Type of Person/Business Minimum Required Accounting Type

Freelancer (Freiberufler) EÜR

Small Business (below limits) EÜR

Corporation (GmbH, UG) Full (GoB)

Retail Shop over €600K/year Full (GoB)

Individual with side hustle Minimal (if any)

Final Word

Whether or not you're legally required to keep accounts, doing so is always smart business 

practice. Organised records help you track success, optimise tax deductions, and plan for 

growth. If you're starting and eligible for EÜR, keep it simple—but structured. If you’re 

growing, prepare to switch to full bookkeeping as your business scales.

Part 4: Accounting for Freelancers

Freelancers: Independent but Accountable

As a freelancer (German: Freiberufler), you enjoy freedom, flexibility, and creative control. 

However, with that independence comes the responsibility of managing your finances. 

Whether you’re a designer, developer, writer, translator, coach, or therapist, accounting is a 

non-negotiable part of running your freelance business.

Luckily, accounting for freelancers is simpler than for companies, and you can usually use 

EÜR (income-surplus calculation) instead of complex double-entry bookkeeping.

What Makes Freelancers Special in Accounting?

In Germany and many other countries, freelancers are legally distinct from traders or 

merchants. They don’t register a business at the trade office (Gewerbeamt) but instead notify 

the tax office (Finanzamt) of their activity.

This comes with a few advantages:

No trade tax (Gewerbesteuer)
No chamber of commerce membership (IHK)
Simple tax filings (usually EÜR and not full balance sheets)



Freelancers still need a Steuernummer (tax number), and depending on income, may need to 

register for VAT (MwSt).

What You Must Keep Track Of

Even under EÜR, freelancers must maintain detailed and accurate records:

✅ Income

Invoices issued to clients
Payment confirmations and bank statements
Notes on unpaid or partially paid invoices

✅ Expenses

Software subscriptions
Equipment (laptops, printers, tools)
Professional development (courses, books)
Travel costs (train, flights, per diem)
Office rent or home office percentage
Telephone and internet usage

✅ Taxes and Contributions

VAT collected and paid
Advance income tax (quarterly or monthly)
Health insurance (public/private)
Pension contributions (optional but recommended)

How to Structure Your Freelance Accounting



Task Best Practice Tip

Issue invoices Use templates with correct legal format 
(including VAT, date, service)

Track payments Use accounting software to reconcile with 
bank transactions

Record expenses Save digital receipts and categorize 
monthly

Create monthly reports View income, expenses, and profit trends

Submit tax filings Use ELSTER or accounting software; 
optional: hire a tax advisor

Tools That Help Freelancers Stay Organised

Lexoffice, SevDesk, Sorted – Popular in Germany for EÜR-friendly interfaces.
Kontist – Bank account with integrated freelancer tax features
Debitoor, FastBill – Lightweight invoicing + accounting apps
Google Sheets or Excel – Good for beginners, but limited for tax filings

Many tools automate VAT reports and even integrate with your bank account and ELSTER 

portal.

Common Mistakes Freelancers Should Avoid

❌ Mixing personal and business finances

 ❌ Ignoring VAT when required to collect it

 ❌ Not issuing professional invoices

 ❌ Skipping regular backups and data retention

 ❌ Waiting until tax deadlines to “do the books”

Even if your income is modest, messy books can cause headaches, missed deductions, or tax 

audits.

Freelancer Accounting Checklist



Monthly Tasks Quarterly Tasks Annual Tasks

Record income & costs VAT prepayment (UStVA) Submit income tax 
declaration

Issue/send invoices Pay advance tax Create annual summary 
(EÜR)

Save receipts Reconcile bank account Archive records for 10 
years

When to Get Help

You may not need a Steuerberater in the beginning, but consider hiring one if:

You earn over €25,000–€30,000
You operate internationally
You’re unsure about VAT obligations
You want help optimising taxes
You’ve been contacted by the Finanzamt with questions

A tax consultant can often save you more money than they cost, especially when claiming 

deductions or dealing with complex tax rules.

Final Thought

As a freelancer, your accounting doesn’t need to be overwhelming, but it must be consistent 

and accurate. Start simple, stay organised, and let technology help. Solid bookkeeping is the 

foundation of sustainable freelance income and peace of mind during tax season.

Part 5: Accounting for Small Businesses

Running a small business requires wearing many hats—marketing, customer service, 

operations, and especially finance. Accounting is one of the most crucial areas because it 

directly influences your ability to manage cash flow, stay compliant with regulations, and 

understand profitability. Small business owners who ignore proper bookkeeping often 

struggle with tax filings, financial planning, and growth forecasting.

Unlike large corporations, small businesses can often use simplified accounting methods, 

such as the Einnahmen-Überschuss-Rechnung (EÜR). However, this doesn’t mean their 

accounting is any less critical. Even the smallest shop needs clear records of income, 

expenses, and taxes to survive and thrive.



Key Accounting Challenges for Small Businesses

Small businesses often face limited time, resources, and accounting knowledge. These 

constraints can lead to inconsistent bookkeeping, missing invoices, or underclaimed 

expenses. However, with the right system in place, even non-accountants can maintain 

accurate records.

Some of the most common challenges include:

Cash flow shortages due to late invoicing or poor tracking
VAT (MwSt) registration confusion and misreporting
Inadequate backup or proof for tax audits
Underestimating annual tax payments
No clear separation between business and personal finances

What Accounting Tasks Small Businesses Must Handle

Whether you run a bakery, hair salon, consulting firm, or online store, these are the basic 

accounting tasks every small business must complete regularly:



Task Frequency Notes

Invoicing clients As needed Must meet legal invoice 
standards (Steuernummer, 

VAT, etc.)

Recording expenses Weekly/monthly Save and categorize all 
receipts and digital 

transactions

Tracking inventory (if any) Monthly Needed for retail, F&B, and 
product-based businesses

Filing VAT (UStVA) Monthly/quarterly Depends on VAT 
registration and revenue 

level

Paying advance income tax Quarterly Estimated based on 
previous year or current 

forecast

Submitting annual tax 
return

Yearly Includes EÜR or full 
balance sheet, depending 

on revenue/legal form

Failing to stay on top of these can result in penalties, missed deductions, or poor financial 

decisions.

Which Small Businesses Can Use EÜR?

EÜR is a simple cash-based accounting method suitable for most small businesses under 

Germany’s tax rules. It only requires recording income when received and expenses when 

paid—no need for depreciation, accruals, or balance sheets.

You may use EÜR if:

You’re a sole proprietor (Einzelunternehmer)
You operate under €600,000 revenue and €60,000 profit thresholds
You’re not a corporation (like GmbH or UG)
You’re not required by law to do full double-entry bookkeeping

If you pass the thresholds, you’ll be required to switch to full accounting the following year.



Why Accounting Is Essential for Small Business Growth

Accounting does more than satisfy legal obligations—it gives you control over your business 

future. Without understanding your financial situation, it’s impossible to make informed 

decisions or scale confidently.

Key benefits include:

Clear view of income and expense trends
Insight into which services/products are most profitable
Ability to reduce costs by spotting wasteful spending
Easier loan applications or investment opportunities
Confidence in pricing, budgeting, and goal-setting

Accounting Tools Recommended for Small Businesses

Thanks to modern technology, you don’t need to hire a full-time accountant. Many small 

businesses utilise software specifically designed for the German market to streamline their 

financial processes.

Tool Features Ideal For

Lexoffice VAT filing, bank sync, EÜR, 

invoice templates

Retailers, service providers

SevDesk Inventory, recurring 

invoices, reports

Product-based businesses

Debitoor Quick setup, mobile-

friendly, EÜR reports

Freelancers and small 

agencies

Sorted AI-powered freelancer tool 

with tax coaching

Solo entrepreneurs

Kontist Smart business banking 

with integrated tax tools

Digital-based small 

businesses

These tools often integrate with ELSTER, making it easy to file VAT and income tax 

declarations.

DIY or Hire Help?



Many small business owners initially handle their accounting, but eventually, hiring help 

becomes a smart move. A tax advisor (Steuerberater) can save you time, reduce tax bills, and 

guide you through regulations.

You should consider professional help if:

You handle employees or contractors (payroll complexities)
Your business reaches or exceeds VAT thresholds
You’re planning to apply for funding or leasing
You operate internationally or across EU borders

Even if you do it yourself, an annual checkup with a tax pro can prevent costly mistakes.

Final Advice for Small Business Owners

Accounting doesn’t have to be scary—but it must be consistent, legally compliant, and 
insightful. When done right, bookkeeping empowers you to grow, hire, invest, and sleep 

better at night.

Start with simple tools, keep all receipts, track your invoices and payments, and stay ahead of 

tax deadlines. Whether you're running a corner shop or an online agency, good accounting is 

what transforms hustle into long-term success.

Part 6: Accounting for Business People

Businesspeople—whether startup founders, investors, or serial entrepreneurs—rely on 

accounting as a strategic compass that guides their financial decisions. Unlike freelancers or 

small business owners, business people often manage multiple income streams, 

partnerships, and assets. Accounting provides them with the transparency, insights, and 

control necessary to sustain and scale long-term ventures.

Good accounting practices enable business people to optimise tax efficiency, assess risk, and 

identify high-performing investments. It also supports due diligence when evaluating new 

ventures or acquisitions. Whether managing an agency, a holding company, or a real estate 

portfolio, accounting becomes the language of value creation and decision-making.

Why Business People Must Think Beyond Basic Bookkeeping

For business people, accounting is not just about recording transactions—it’s about 

measuring business health, strategic alignment, and growth potential. Unlike entry-level 

bookkeeping, it involves high-level analysis, forecasting, and cross-entity reporting.

Basic records are not enough. Business professionals require real-time dashboards, cash flow 

projections, and consolidated overviews across departments or organisations.

Key Accounting Functions for Business People



Business owners and entrepreneurs often face complex scenarios that require structured 
financial systems and professional support. The accounting functions expand to include 

investor relations, profit optimisation, and corporate governance.

Function Description

Strategic Financial Planning Align financial reporting with long-term 

business goals and investment strategy

Profitability Analysis Assess gross/net margins across business 

lines, locations, or clients

Consolidation Combine reports from multiple entities, 

subsidiaries, or product lines

Budget vs. Actual Reporting Monitor planned spending vs real results 

for performance tracking

Risk and Tax Mitigation Use accounting to forecast tax liabilities 

and limit financial exposure

Without these, decision-making is reactive rather than data-driven, and growth becomes 

guesswork.

Common Mistakes Business People Make with Accounting

Business leaders often focus heavily on revenue and overlook operational efficiency and 

hidden costs. They may also delegate accounting without understanding the data 

themselves, which increases the risk of fraud, tax missteps, or missed savings.

Here are the key mistakes:

Not reviewing reports regularly
Overlooking indirect costs (e.g. admin, delivery, marketing)
Ignoring cash flow in favour of profit
Not separating personal and business expenses
Missing tax deadlines or underreporting VAT

Understanding the numbers gives you the real power to steer the business forward, 

regardless of industry.

Tools and Systems for Scalable Business Accounting



To handle complexity, business people should move beyond spreadsheets and use scalable 
financial systems. This includes ERP platforms, multi-user accounting tools, and integration 

with banking, payroll, and CRM systems.

Tool/System Use Case Ideal For

DATEV Unternehmen Widely used in Germany by 

accountants and SMBs

Businesses with external 

advisors

Lexoffice + Add-ons Manage multiple users, 

assets, and payroll

Mid-size businesses

QuickBooks Online US-style reporting with 

dashboard KPIs

International 

entrepreneurs

Xentral ERP Combines accounting with 

logistics and inventory

eCommerce or growing 

tech firms

GHL + Invoicing Apps For marketing-focused 

entrepreneurs with CRM

Agency owners, digital 

founders

These tools enable role-based access, provide real-time metrics, and facilitate easier scaling 

when launching new ventures or expanding teams.

When to Hire an Accountant or CFO

At a certain level of complexity or revenue, you shouldn't be managing books yourself. A 

part-time accountant, controller, or CFO can offer professional insights into cash flow, 

financial forecasting, and compliance.

Consider hiring professional help when:

You run multiple businesses or locations
You’re raising investment or applying for business credit
You need monthly reports for stakeholders or investors
You manage international income or cross-border tax issues

With support, you focus on strategy, while your financial experts handle detail and 

compliance.

Financial Intelligence: Your Competitive Edge



As a business person, understanding financials is like speaking the language of growth. You 

don’t need to be a bookkeeper, but you do need to interpret profit-and-loss reports, cash flow 

forecasts, and tax strategies.

Knowing your break-even point, your burn rate, and your monthly recurring revenue (MRR) 

gives you confidence in every significant business decision. With strong accounting in place, 

you're not guessing—you’re leading with insight.

Part 7: The Generally Accepted Accounting Principles (GoB)

The GoB (Grundsätze ordnungsmäßiger Buchführung) are the backbone of proper 

accounting in Germany. They define the principles, standards, and expectations that 

businesses must follow when recording, organising, and presenting financial information. 

These rules ensure transparency, consistency, and compliance with legal requirements in 

both internal bookkeeping and external reporting.

GoB isn’t a single law—it’s a framework made up of written regulations, court decisions, and 

long-standing commercial practices. Whether you’re doing your books or using software, your 

accounting system must meet these principles. Failing to comply with GoB can result in legal 

consequences, tax penalties, and rejection of your financial reports by the Finanzamt (tax 

office).

What Are the GoB?

The GoB principles guide how financial records must be kept and structured. They ensure 

that accounting reflects reality, completeness, and traceability, regardless of your industry 

or business model.

They apply to:

Merchants under the HGB (Handelsgesetzbuch)
Corporations like GmbH and UG
Businesses above €600,000 revenue or €60,000 profit
Anyone using double-entry bookkeeping

Even EÜR users must follow simplified versions of these rules, especially when it comes to 

receipts, tax records, and data retention.

Core Principles of GoB

The GoB is built on a combination of formal and material principles. These help ensure that 

your records are not just technically correct, but also understandable and legally valid.



Principle Meaning

Clarity (Klarheit) Records must be easy to understand, well-
structured, and legible.

Completeness (Vollständigkeit) All transactions must be recorded in full 
and on time.

Accuracy (Richtigkeit) Values must reflect the real situation and 
be free of errors.

Timeliness (Zeitgerechtigkeit) Entries must be made without undue 
delay.

Order (Ordnung) Chronological and logical structure must 
be maintained.

Retention (Aufbewahrung) Records must be stored for at least 10 
years in Germany.

Immutability (Unveränderbarkeit) Entries must not be changed later without 
traceable corrections.

These principles are also embedded in most modern accounting software tools, helping you 

stay compliant automatically.

GoB in Digital Accounting

If you’re using accounting software or Excel, your tools still need to comply with GoB—

especially when it comes to data security, backups, and audit trails. Digital records must be 

stored in a manner that prevents them from being secretly altered, and any changes must be 

logged appropriately.

The GoBD (Grundsätze zur ordnungsmäßigen Führung und Aufbewahrung von Büchern in 
elektronischer Form) expands on GoB for digital systems. It includes rules for:

Archiving digital invoices and receipts
Ensuring secure user access and change logs
Backing up data in a readable format
Providing exports for auditors and the Finanzamt if requested



GoBD audits are becoming more common. If you ever face one, your software must be able to 

generate readable exports (z. B. GDPdU-Export) with clear data trails.

How GoB Impacts Freelancers and Small Businesses

Even if you use EÜR, you're expected to follow the "spirit" of GoB. That means keeping 

records neatly, in a timely manner, and in a verifiable way—especially if you're VAT registered 

or earning over €17,500 per annum.

Freelancers must ensure:

Receipts are kept digitally or in paper form
Every invoice is numbered and filed correctly
Expenses are traceable to bank statements or payment proof

Small businesses may face deeper obligations, especially if their revenue approaches the full 

accounting threshold. In that case, preparing early for full GoB compliance makes future 

transitions smoother.

GoB Violations: What Can Go Wrong

Not following GoB can lead to:

Tax penalties or rejected deductions
Estimated taxation (Schätzung) by the Finanzamt
Delayed loan applications or rejected audits
Loss of investor confidence or missed funding opportunities

These risks can be avoided by following a few simple practices: automate your record-

keeping, back up your files, and store documents securely for at least 10 years.

GoB Best Practices for Modern Entrepreneurs

Here’s how to stay GoB-compliant without getting overwhelmed:



Task Best Practice

Record invoices Use automated invoicing tools with 
invoice number control

Track expenses Use apps that scan and categorize receipts

Store data Use cloud services with export features 
and backup options

Avoid post-editing Never delete or overwrite entries—make 
traceable corrections

Monitor compliance Review GoBD features before choosing 
accounting software

Final Takeaway

GoB is not just a legal burden—it’s a blueprint for financial professionalism. When followed, it 

builds trust with tax authorities, investors, and even clients. Whether you’re a solo freelancer 

or a growing agency owner, understanding GoB helps you run a clean, confident, and credible 

operation.

Part 8: Books in Accounting

Books in accounting refer to the structured records that document all financial transactions 

of a business. These “books” can be physical ledgers or digital systems that track the flow of 

money coming in and going out. Maintaining accurate books is crucial for maintaining 

transparency, ensuring tax compliance, and facilitating practical business analysis.

The term “books” originates from traditional bookkeeping but is also applicable to modern 

software. Regardless of format, every business—big or small—must maintain core accounting 

books to stay organised and legal. These records serve as the basis for generating reports, 

such as balance sheets, income statements, and tax returns.

What Are Accounting Books?

Accounting books are categories or ledgers that group financial transactions by type and 

date. They serve as the official record of business activity and are legally required for audit 

and tax purposes.



Each book has a unique function and structure. Collectively, they help maintain order, 

prevent fraud, and provide a complete picture of financial health.

Types of Books Every Business Should Know

Even if you're using modern accounting software, these books are managed behind the 

scenes. Knowing their roles helps you understand reports and audits better.

Book Name Purpose

Journal (Grundbuch) Records all business transactions in 
chronological order

Ledger (Hauptbuch) Organizes transactions by account (e.g., 
sales, expenses, taxes)

Cash Book (Kassenbuch) Tracks all cash inflows and outflows; 
required for handling cash

Inventory Book (Inventarbuch) Documents physical goods, stock levels, 
and asset depreciation

Payroll Book (Lohnbuch) Records employee salaries, benefits, and 
tax withholdings

Accounts Receivable Book 
(Debitorenbuch)

Lists outstanding customer invoices and 
payments

Accounts Payable Book (Kreditorenbuch) Tracks amounts owed to suppliers or 
vendors

Together, these books help you reconstruct any financial movement, from a small cash 

payment to a multi-step investment.

The Journal: The First Stop for Transactions

The journal is the first book where transactions are recorded as they happen. Entries are 

written in chronological order, making it easy to trace activity by date.

Every journal entry includes the date, description, amount, and accounts affected (debit and 

credit). In digital accounting, journals are updated automatically when you create invoices, 

record expenses, or import bank transactions.



The Ledger: Organising by Account

The ledger (Hauptbuch) is organised by category, not by time. For example, all sales entries 

are grouped under a "Sales" account, all expenses under "Operating Expenses," and so on.

Ledgers give you account-level summaries—which is essential for producing financial reports. 

Every account has a running balance, helping you know how much you’ve spent, earned, or 

owe.

The Cash Book: Managing Physical Cash

If your business handles cash payments, you're legally required to maintain a Kassenbuch 

(cash book). It logs every single cash transaction—no rounding or missing entries allowed.

In Germany, cash books must follow strict GoBD rules, with no gaps or deletions. Modern POS 

systems can integrate this automatically, but manual entries must be precise and compliant.

Special Books: Inventory, Payroll, Receivables

Some businesses must also maintain specialised books depending on their structure:

Inventory Book: Tracks assets, depreciation, or product stock
Payroll Book: Required if you have employees; includes gross/net wages, tax, and 
insurance deductions
Receivables/Payables Books: Track customer invoices and unpaid vendor bills

These books offer detailed overviews of financial control and audit readiness.

Digital Bookkeeping: How It Works Today

Today’s software tools automate the creation and organisation of these books. When you 

input an invoice, the journal is updated, the sales ledger is adjusted, and if VAT applies, your 

tax account is updated instantly.

Despite automation, you’re still responsible for checking the accuracy of entries and keeping 

documentation like receipts or contracts.

Recommended tools for digital bookkeeping:



Tool Features

Lexoffice Automatically handles journal and ledger 
with GoBD compliance

SevDesk Includes cash book and invoice tracking 
for small businesses

Sorted Offers simplified accounting for 
freelancers with EÜR structure

DATEV Professional-grade tool used by 
accountants for full accounting

Why Bookkeeping Matters Beyond Taxes

Keeping good books isn’t just about filing taxes—it’s about making informed business 

decisions. Your books help you spot trends, growth plan, and stay in control of your finances.

They also build credibility with banks, partners, and investors. When your books are clean, 

you can confidently apply for loans, submit tenders, or pitch your startup.

Final Word

Books in accounting are more than tradition—they’re the foundation of a professional 

business operation. Whether managed manually or digitally, they help you stay compliant, 

informed, and in control.

By understanding the purpose of each book and keeping them in order, you protect your 

business from legal trouble, financial chaos, and missed opportunities.

Part 9: Accounts in Accounting

Accounts are the building blocks of your financial system—they categorise, organise, and 

measure all your business activities. Every financial transaction your business makes is 

recorded in an account, which is part of a larger structure known as the chart of accounts. 

Understanding how accounts work is crucial for accurately interpreting financial reports, 

effectively managing expenses, and maintaining accuracy.

Each account represents a specific type of transaction, such as revenue, expense, asset, or 

liability. When you log a sale, pay a supplier, or receive an investment, you're interacting with 



accounts in the background. Mastering this structure enables business owners to read 

reports confidently and ensure legal compliance.

What Is an Account?

An account is a specific category where financial transactions are recorded. It tells you where 

money came from or where it went, allowing you to group similar types of economic activity.

For example, when you purchase office supplies, that transaction is recorded in an "Office 

Supplies Expense" account. When a client pays you, the income is recorded in a "Sales 

Revenue" account.

The Five Main Types of Accounts

In accounting, all transactions fall under one of five core account types. These types help 

balance the books and form the basis of double-entry bookkeeping.

Account Type Description

Assets Resources the business owns (e.g., cash, 

equipment, receivables)

Liabilities Debts or obligations owed to others (e.g., 

loans, unpaid bills)

Equity Owner’s stake in the company (e.g., 

capital, retained earnings)

Revenue Money earned from sales or services 

provided

Expenses Costs incurred in running the business 

(e.g., rent, salaries, software)

Each of these has multiple sub-accounts, depending on the complexity of your business.

The Chart of Accounts (CoA)

The Chart of Accounts is the master list of all accounts used in your business. It includes a 

numbering system, categories, and descriptions to keep everything structured and easy to 

reference.



Every accounting software (Lexoffice, DATEV, QuickBooks) includes a pre-built CoA, but you 

can customise it based on your business model. For example, a restaurant might add "Food 

Inventory" and "Kitchen Equipment" under assets.

Debit and Credit: The Core of Accounting Logic

In double-entry accounting, every transaction affects two accounts—one is debited, and the 

other is credited. This ensures the books stay balanced and reflect reality.

For example:

When you buy a laptop with business cash:
Debit: Equipment (Asset increases)
Credit: Bank Account (Asset decreases)

Understanding debit and credit rules is crucial for accurately interpreting journal entries and 

preventing errors.

Common Examples of Business Accounts

Here are practical examples of how accounts are used in daily business operations:

Transaction Debit (↑) Credit (↓)

Sale to customer Bank (Asset) Sales Revenue (Revenue)

Pay monthly rent Rent Expense (Expense) Bank (Asset)

Purchase software 

subscription

Software Expense 

(Expense)

Bank or Credit Card (Asset)

Take out a loan Bank (Asset) Loan Payable (Liability)

Owner deposits capital Bank (Asset) Owner Equity (Equity)

These entries are automatically generated by modern software, but understanding them is 

helpful when reviewing reports or making corrections.

How Accounts Affect Financial Reports

Each account feeds into your financial statements:

Assets, liabilities, and equity go to the balance sheet
Revenue and expenses go to the income statement (Profit & Loss)



Movements in cash accounts appear on the cash flow statement

That’s why keeping accounts clean and accurate is so important—errors in accounts lead to 

wrong tax calculations, cash flow issues, and poor decision-making.

Customising Your Account Structure

Different businesses need different account setups. A creative agency might track 

"Advertising Revenue" and "Content Production Expense," while a real estate business might 

have "Rental Income" and "Maintenance Costs."

The more specific your accounts, the better your reporting. Just avoid overcomplicating your 

chart with too many rarely-used accounts.

Final Advice

Accounts are the foundation of accurate bookkeeping and transparent reporting. They help 

you answer critical questions: Where’s the money going? What’s profitable? What’s costing 

too much?

Understanding accounts—even at a basic level—gives you control and clarity over your 

business finances. The more structured your accounts, the easier your life will be during tax 

season, budgeting, or when applying for funding.

Part 10: Overview of Accounting Areas

Accounting is not a one-size-fits-all process—it includes several specialised areas that handle 

different aspects of financial tracking and reporting. Understanding the distinctions between 

these areas enables business owners and entrepreneurs to better manage their finances, stay 

compliant, and plan for future growth. Each branch of accounting serves a distinct purpose 

and is well-suited to different business stages and objectives.

From tax reporting to internal budgeting and cost analysis, the different accounting areas 

complement one another. Knowing when and how to apply them can help you optimise 

profits, make smarter decisions, and avoid regulatory issues. Let’s take a closer look at the 

major branches of accounting every business owner should know.

Financial Accounting

Financial accounting focuses on preparing accurate, legally compliant financial statements 

for external stakeholders. These include balance sheets, income statements, and cash flow 

statements, which are used by tax offices, banks, investors, and auditors.

Its primary goal is transparency and accuracy based on official standards, such as the GoB or 

IFRS. This area of accounting is essential for loan applications, grant approvals, and formal 

reporting requirements.



Managerial Accounting

Managerial (or management) accounting is used for internal decision-making. It helps 

business owners, CEOs, or department heads understand costs, plan budgets, and set 

performance targets.

Unlike financial accounting, these reports aren’t shared publicly or regulated by law. 

Managerial accounting focuses on future planning rather than past performance.

Cost Accounting

Cost accounting deals with calculating the actual cost of producing goods or services. It 

tracks direct costs (materials, labour) and indirect costs (overhead, rent, utilities) to 

determine profitability.

This type of accounting is crucial for pricing strategy, cost control, and improving operational 

efficiency. It’s especially useful in manufacturing, restaurants, logistics, and agencies with 

billable hours.

Tax Accounting

Tax accounting focuses on meeting all tax obligations in a legally correct and optimised way. It 

ensures that income tax, VAT (MwSt), trade tax, and other liabilities are reported and paid on 

a timely basis.

This area adheres to national tax laws, which may differ from general accounting standards. It 

also helps with tax planning, deductions, and avoiding overpayment or penalties.

Project Accounting

Project accounting tracks the financial performance of specific projects rather than the 

company as a whole. It’s used in industries like construction, marketing, event planning, and 

software development.

Each project has its budget, timeline, and financial metrics. This ensures better cost control 

and profitability analysis on a per-project basis.

Forensic Accounting

Forensic accounting investigates financial irregularities, fraud, or legal disputes. It is 

commonly used in audits, lawsuits, or insurance claims.

This type of accounting requires high precision, strong documentation, and the ability to 

analyse records for inconsistencies. It may involve reconstructing missing or manipulated 

financial data.

Auditing



Auditing is the process of reviewing and verifying the accuracy of financial records. It can be 

internal (within the company) or external (by a certified public accountant or audit firm).

The goal of an audit is to ensure compliance, accuracy, and reliability. In Germany, certain 

companies are legally required to have their books audited annually, especially corporations 

and larger GmbHs.

Specialised Accounting (e.g., Nonprofit, Environmental, Government)

There are also niche accounting types tailored to specific sectors. For example:

Nonprofit accounting tracks donations, grants, and program expenses instead of profits
Environmental accounting factors in sustainability metrics and ecological costs
Government accounting ensures public funds are tracked according to regulations

Each of these uses modified rules and goals specific to their industry.

Summary Table: Overview of Accounting Areas



Accounting Area Purpose Typical User

Financial Accounting Legal compliance and 
external reporting

Tax office, banks, investors

Managerial Accounting Internal business decisions 
and planning

Business owners, 
department managers

Cost Accounting Product and service 
pricing, margin control

Manufacturers, 
restaurants, agencies

Tax Accounting Compliance with national 
tax laws

Tax authorities, 
consultants

Project Accounting Budgeting and 
performance per project

Agencies, developers, 
construction

Forensic Accounting Fraud investigation and 
litigation support

Legal teams, courts, 
insurers

Auditing Financial verification and 
certification

Auditors, regulators, 
stakeholders

Specialized Types Industry-specific needs 
and reports

Nonprofits, governments, 
ESG firms

Final Thoughts

Each accounting area plays a different but complementary role in your business’s financial 

health. While you may not need all of them at once, understanding their purpose helps you 

make better decisions and choose the right tools or advisors.

If you're managing a growing business, it's smart to blend these areas—utilising tax 

accounting to stay compliant, managerial accounting to drive growth, and cost accounting to 

enhance profit margins. The better you understand the terrain, the more confidently you can 

scale your business.

Part 11: Accounting Tasks



Accounting tasks are the day-to-day and periodic activities that keep your financial records 

up to date and your business operations legal and healthy. These tasks range from issuing 

invoices and recording expenses to preparing tax returns and reconciling accounts. 

Performing them consistently is key to avoiding costly errors, financial surprises, or penalties.

Whether you’re a freelancer using spreadsheets or a growing agency with software and staff, 

accounting tasks must follow logical workflows and meet legal standards. Some are done 

weekly, others monthly or annually—but all are important. Knowing what tasks to do and 

when helps you stay organised and make confident business decisions.

Recording Transactions

Every accounting task starts with the recording of transactions—money coming in or going 

out. This includes sales, purchases, transfers, and any financial activity that affects your 

business accounts.

You must track who, what, when, and how much for each transaction. Most accounting 

software does this automatically if connected to your bank account or invoice system.

Issuing Invoices

Whenever you provide a service or sell a product, you must issue an invoice. It must include 

your tax number, invoice number, date, service description, VAT (if applicable), and payment 

terms.

Legally compliant invoices are crucial for accurate tax reporting, audit trails, and ensuring 

timely payment. Numbering should be sequential and unique, and electronic copies should 

be stored for a minimum of 10 years.

Managing Accounts Receivable

Accounts receivable tasks involve tracking what customers owe you and when payment is 

due. This is essential for maintaining healthy cash flow and avoiding unpaid invoices.

You should follow up on late payments and keep clear records of which invoices have been 

paid, partially paid, or remain open. Automated reminders can help reduce time spent 

chasing clients.

Managing Accounts Payable

This refers to tracking and paying what your business owes to suppliers, vendors, or service 
providers. You must record bills and expenses, check due dates, and ensure timely payments.

Staying on top of accounts payable helps you avoid late fees, maintain supplier relationships, 

and manage monthly cash flow more effectively.

Reconciling Bank Accounts



Reconciliation means comparing your accounting records with actual bank transactions to 

catch discrepancies. This ensures no payments, fees, or income have been missed or 

recorded incorrectly.

It’s a critical step that should be performed monthly—many software tools offer automatic 

bank reconciliation features to simplify this process.

Handling VAT and Taxes

If your business is VAT-registered, you must accurately track the amount of VAT you collect 

and pay. This involves submitting Umsatzsteuervoranmeldung (UStVA) to the Finanzamt on a 
monthly or quarterly basis.

You also need to prepare for annual income tax, trade tax, and possibly advance tax 
payments. Tax accounting is a time-sensitive process that requires precision to avoid 

penalties.

Expense Management

Every business incurs costs, such as subscriptions, tools, marketing, and travel. You must 

collect, categorise, and store proof of each expense to claim deductions and calculate your 

net profit.

Modern tools enable you to scan receipts on your mobile device, assign them to categories, 

and automatically calculate totals. Proper expense management also provides valuable 

insights into where your money is going.

Preparing Financial Statements

Even small businesses and freelancers should regularly generate basic reports:

Profit & Loss Statement (P&L)
Balance Sheet
Cash Flow Report

These reports summarise your business’s financial health and are helpful for loan 

applications, planning, and tax filing. They also help identify trends and areas of 

improvement.

Payroll and Employee Costs

If you have employees, you must manage payroll accounting—gross salary, deductions, health 

insurance, pension, and taxes. Mistakes here can lead to fines or employee dissatisfaction.

Many businesses use specialised payroll software or outsource to payroll services to avoid 

risk. Payments must also be reported to government systems, such as Elster or SV-Net.

Monthly and Annual Closing Tasks



At the end of each month or year, you must close your books—review all records, match 

transactions, and prepare summaries. This ensures nothing is missing and that reports are 

accurate.

The annual close is more detailed and may involve making adjustments, such as depreciation, 

and preparing reports for tax advisors or auditors. It’s best to maintain clean records 

throughout the year to make year-end easier.

Document Storage and Archiving

In Germany, all accounting-related documents must be archived for a period of 10 years, 

either in paper or digital format. That includes invoices, receipts, contracts, and 

correspondence with tax authorities.

Files must be readable, traceable, and protected from tampering. Many cloud accounting 

tools meet GoBD standards for compliant archiving.

Task Management Table



Task Frequency Tools/Method

Record transactions Daily/Weekly Accounting software, 
manual entry

Issue invoices Per sale/service Templates, invoicing tools

Track payables/receivables Weekly Software dashboards, 
Excel, reminders

Bank reconciliation Monthly Auto bank feeds, manual 
check

VAT filing Monthly/Quarterly ELSTER, Lexoffice, DATEV

Expense tracking Ongoing Mobile scanners, 
categorized folders

Generate reports Monthly/Quarterly P&L, cash flow, balance 
sheet

Close books Monthly/Yearly Software workflows, 
accountant review

Payroll processing Monthly Payroll software or 
external provider

Archive documents Ongoing/Yearly Cloud backup, physical 
filing

Final Thought

Accounting tasks aren’t just formalities—they’re the daily habits that keep your business in 

financial shape. When done regularly, they reduce stress, enhance insight, and prepare you 

for growth or funding opportunities.

Whether you handle them yourself or delegate, having a straightforward process for these 

tasks is a sign of a serious, scalable business. I would like you to maintain consistency, 

structure, and support with the right tools.



Part 12: Do Your Accounting Yourself or Outsource It?

One of the most common questions business owners face is whether to manage their own 

accounting in-house or outsource it to a professional. Both options come with distinct 

advantages and trade-offs, depending on your budget, skill level, business size, and risk 

tolerance. The right choice can save you time, reduce stress, and ensure you’re always ready 

for taxes or growth opportunities.

Doing your accounting gives you complete control and helps you learn your numbers inside 

out. However, as your business grows, it may become more sensible to outsource time-

consuming tasks to a specialist or an automation tool. In this section, we’ll explore the pros, 

cons, and decision factors for both approaches.

Doing Your Accounting Yourself

Handling your accounting is common for freelancers, solo entrepreneurs, and small startups. 

It allows you to save money on professional fees and maintain close oversight of your 

finances.

With the right tools and discipline, self-accounting is possible even for those without a 

financial background. Many modern apps automate most tasks, making DIY accounting more 

accessible than ever before.

Pros of Doing It Yourself

Cost-effective: You save money by not paying monthly accountant fees.
Hands-on financial awareness: You understand your numbers better and make informed 
decisions.
Great for small or simple businesses: EÜR (cash-based accounting) is manageable 
without expert help.
A good learning opportunity: As your business grows, you build your financial literacy.

Cons of Doing It Yourself

Time-consuming: Takes hours you could spend on growth or client work.
Risk of mistakes: Incorrect VAT filings or missed deductions can lead to fines.
Stressful during tax season: Preparing accurate returns without help can be 
overwhelming.
Limited strategic insight: Without expert analysis, you may miss optimisation 
opportunities.

When DIY Makes Sense

Self-accounting is ideal when:

Your business is still small and doesn’t have employees
You’re under €600,000 revenue and using the EÜR method



You have a simple offer (e.g. coaching, online services)
You enjoy or don’t mind dealing with numbers
You use accounting software with built-in support

It’s also suitable if you’re tech-savvy and can automate or delegate parts of the process.

Outsourcing to an Accountant or Tax Advisor

Outsourcing means hiring a professional (often a Steuerberater in Germany) to handle all or 

part of your accounting. This is common once your business gets complex or reaches legal 

reporting thresholds.

A good accountant will ensure legal compliance, accurate filings, and strategic tax savings. 

They also act as advisors, helping you with everything from VAT questions to business 

structure decisions.

Pros of Outsourcing

Saves time and reduces stress: Focus on growing your business instead of managing 
spreadsheets.
Ensures legal compliance: Avoid fines or audits due to incorrect filings.
Expert guidance: Get help with taxes, grants, employee setup, or financial forecasting.
Peace of mind: Your finances are in trusted hands and reviewed professionally.

Cons of Outsourcing

Ongoing cost: Monthly or annual fees range from €50 to €500+, depending on 
complexity.
Less direct involvement: You may lose touch with daily numbers if you’re too hands-off.
Delays can occur if accountants work slowly or fail to explain their work clearly.
You still need to prepare the data: You must submit invoices, receipts, and account 
information on time.

When Outsourcing Makes Sense

Hiring help is usually best when:

You operate a GmbH, UG, or reach legal accounting thresholds
You employ staff or run multiple product lines or locations
You want to optimise taxes and reduce liabilities
You plan to seek investment, loans, or grants
You’re growing fast and need to focus on sales or operations

Many founders begin with DIY accounting and switch to outsourcing once the cost of 

mistakes becomes higher than the accountant’s fee.

Hybrid Approach: The Best of Both Worlds



Some business owners use a hybrid model: they handle invoicing and daily expenses 

themselves, but hire an accountant for year-end reporting or tax filing. This balances cost, 

control, and expertise.

Tools like Lexoffice, Sorted, or Kontist Steuer offer packages with built-in access to certified 

tax advisors. This setup works well for growing businesses that need more than DIY but aren’t 

ready for a full-time finance team.

Comparison Table Do-It-Yourself Outsource to Expert

Cost Low (Software only) Medium to High (Based on 

workload)

Time investment High Low to Medium

Accuracy risk Higher if inexperienced Low with qualified 

accountant

Scalability Limited Highly scalable

Strategic insights Basic Advanced planning and 

optimization

Best for Freelancers, small 

businesses

Growing companies, 

complex businesses

Final Advice

There’s no one-size-fits-all answer—your decision should depend on your business 

complexity, available time, and confidence with numbers. If you’re starting, doing it yourself 

is fine. However, as you scale, outsourcing can save you time, reduce stress, and unlock 

strategic growth opportunities.

The smartest business owners know when to delegate. And in accounting, the return on 

professional advice often far outweighs the cost.

Part 13: Services and Functions of Accounting Software

Accounting software has revolutionised how businesses manage their finances. What used to 

require stacks of paper, spreadsheets, and hours of manual data entry can now be done 



automatically, accurately, and in real-time. These tools help even the smallest business stay 

compliant, save time, and gain valuable financial insights.

Modern accounting software doesn’t just handle numbers—it often integrates with banks, tax 

offices, invoicing platforms, and even payroll systems. Whether you're handling your books or 

working with a tax advisor, having the right software creates a solid financial foundation. Let’s 

explore the key features, benefits, and types of software available today.

Core Services of Accounting Software

The primary role of accounting software is to automate bookkeeping tasks and simplify 

financial record-keeping. It allows you to issue invoices, track expenses, reconcile bank 

accounts, and generate tax reports—all in one place.

These services are especially benefcial for businesses that require speed, accuracy, and 
compliance without the need to hire full-time finance staff.

Invoicing and Payments

Most software lets you create legally compliant invoices with VAT, logos, and payment terms. 

Some tools enable customers to pay directly from the invoice using a card or PayPal.

Invoices are automatically numbered and tracked. You can see which ones are open, overdue, 

or paid, helping you manage cash flow effectively.

Expense Tracking

You can upload receipts by snapping a photo or emailing a PDF to your software. Expenses 

are categorised automatically and stored securely for audits.

This ensures you never miss a deductible expense and keeps your records organised. Many 

tools sync with bank accounts for easier tracking.

Bank Reconciliation

Accounting software matches bank transactions to your records, showing if income or 

expenses are missing. This helps detect errors or forgotten invoices.

Some tools reconcile automatically using AI, while others provide a checklist for you to 

manually approve matches. Either way, it saves time and improves accuracy.

Tax Reports and VAT Filing

Many German-based tools integrate directly with ELSTER, the government tax platform. This 

lets you file UStVA (VAT returns) directly from your dashboard.

You can also generate profit reports for your EÜR, export data for your tax advisor, or track 

how much tax you owe in real time.



Advanced Functions in Modern Software

As accounting tools evolve, they include more than just bookkeeping. Many offer dashboard 

analytics, payroll integration, project tracking, and even AI-based forecasting.

These features help you grow your business with data-backed insights. They’re especially 

useful for agencies, ecommerce brands, and service providers.

Financial Dashboards and KPIs

Dashboards give you a visual overview of income, expenses, profit margins, and cash flow. 

You can filter by time, client, or product.

Some tools also highlight key performance indicators (KPIs), such as customer payment 

speed or recurring revenue, which is excellent for staying on top of business performance.

Payroll and HR Integration

Software like Lexoffice and DATEV includes payroll modules for calculating wages, taxes, and 

social contributions. This ensures you're legally compliant and saves time each month.

It also facilitates employee records, payslips, and government reporting (e.g., DEÜV or 

ELStAM data submissions).

Project-Based Accounting

For agencies or freelancers working on different jobs, project-based tools allow you to assign 

time, income, and expenses to specific projects.

This shows you how profitable each client or contract is, helping to improve quotes and 

budgeting for future work.

Comparison Table: Popular Tools in Germany



Software Key Features Best For

Lexoffice Invoicing, tax filing, 
payroll, ELSTER sync

SMEs and freelancers

SevDesk Custom reports, banking 
integration

Product-based or hybrid 
businesses

Sorted Freelancer-focused, AI-
based tax support

Solo entrepreneurs

DATEV Professional accounting, 
tax advisor link

Larger GmbHs, 
accountant-led firms

Debitoor Lightweight, mobile-
friendly invoicing

Beginners and micro-
businesses

Kontist Steuer Banking + tax automation 
with Steuerberater

Digital-first freelancers

Each tool has its strengths, depending on the business type, revenue, and complexity. Most 

offer free trials or starter plans for testing.

Benefits of Using Accounting Software

Saves time: Automates repetitive tasks and data entry
Reduces errors: Auto-calculations and reconciliation features ensure accuracy
Boosts professionalism: Clients receive clean, branded invoices and payment reminders
Ensures compliance: Built-in GoBD and ELSTER integration supports German tax law
Grows with your business: Add modules or integrations as you scale

You no longer need to be a finance expert to maintain great books. These tools make 

compliance and growth simpler than ever.

Things to Consider Before Choosing Software

Before picking an accounting tool, consider your business needs, growth plans, and local 

requirements. Not all tools support German-specific tax rules or ELSTER filing.

Checklist to evaluate options:

Is it GoBD-compliant and audit-ready?
Does it support EÜR, VAT, and payroll if needed?



Can it integrate with your bank, CRM, or e-commerce platform?
Is the support available in German and English?
Can you export your data for a Steuerberater or auditor?

Investing time in choosing the right tool now can save you hundreds of hours and euros in the 

long term.

Final Word

Accounting software is a game-changer for modern business owners. Whether you’re solo or 

managing a team, it simplifies financial management and gives you confidence in your 

numbers.

From creating invoices and tracking expenses to filing taxes and managing payroll, the right 

tool does it all—faster, wiser, and more securely. Choose a solution that fits your business size, 

goals, and legal requirements, and your accounting will finally work for you, not against you.

Part 14: Learn Accounting – These Are the Possibilities

Accounting might seem overwhelming at first, but it’s a skill that can be learned step-by-step, 

even by non-financial people. Whether you want to handle your books, understand what your 

accountant is doing, or scale your business responsibly, learning accounting gives you control 

and confidence. Fortunately, there are numerous learning options available, ranging from 

self-paced online courses to mentorship and software-based training.

You don’t need a university degree to master the basics—just the right resources, tools, and 

mindset. Through consistent learning, you can reduce costs, avoid mistakes, and even 

communicate more effectively with advisors or investors. Let’s explore how you can build 

your accounting skills in a way that fits your lifestyle and business needs.

Online Courses and E-Learning Platforms

There are many online platforms offering accounting courses in both English and German. 

These include step-by-step lessons on bookkeeping, VAT, profit & loss, and business tax.

Popular platforms include Udemy, LinkedIn Learning, and Coursera, offering affordable, 

beginner-friendly programs. Some also include certifications, which can enhance your 

business credibility.

YouTube and Free Video Tutorials

For visual learners, YouTube is packed with accounting walkthroughs, software demos, and 

real business case studies. You can find videos that show how to file a UStVA or set up your 

chart of accounts.

Channels like Kontist, Lexoffice Tutorials, or even international ones like Accounting Stuff 

provide free and updated content. Ensure that the information aligns with your country’s 



accounting laws.

Local Workshops and Adult Education

Many local chambers of commerce, IHKs, and Volkshochschulen (VHS) offer workshops on 

business accounting, tax basics, and legal compliance. These are great for getting Germany-

specific advice in person.

They are usually affordable or even subsidised if you're unemployed, starting a business, or 

holding a Bildungsgutschein. You’ll also meet other entrepreneurs and build your local 

network.

Software-Based Learning

Most accounting software platforms include tutorials, help centres, and even interactive 
onboarding. When you use tools like Lexoffice or Sorted, they often guide you through the 

process automatically.

This “learn by doing” method is powerful because it’s hands-on and real-time. You get both 

practical accounting knowledge and mastery of the software that runs your business.

Books and Guides (German & English)

Books are a great way to learn the theory of accounting at your own pace. There are many 

titles tailored for freelancers, beginners, and those interested in German tax law.

Recommended books:

“Accounting Made Simple” by Mike Piper
“Erfolgreiche Buchführung für Selbstständige” by Claudia Marbach
“Steuern steuern” by Felix Weinhardt (focused on German self-employed taxes)

Books provide foundational knowledge and often explain the "why" behind the rules, not just 

the steps.

Mentorship and Peer Support

Sometimes, the best way to learn is from someone a few steps ahead. Look for a mentor, 

Facebook group, or community forum where accounting topics are openly discussed.

You can ask questions, share challenges, and even get templates or resources. Platforms like 

Xing, Reddit’s r/Deutschland, or Facebook groups for Selbstständige are excellent starting 

points.

Certification and Advanced Programs

If you want to go deeper, you can pursue certifications such as Certified Bookkeeper, 

Bilanzbuchhalter, or even Tax Assistant. These are typically offered through institutions such 



as IHK or FernUniversität.

This path is ideal if you want to offer bookkeeping services, work with clients, or become a 

full-time finance professional. The investment in time and money is higher, but so is the 

return.

Personalized Learning Roadmap (Beginner to Advanced)

Stage What to Learn Resources & Tools

Absolute Beginner Basics of 
income/expenses, receipts, 

VAT

YouTube, Free PDFs, 
Business blogs

Early Business Owner EÜR, invoicing, tax 
deadlines

Lexoffice tutorials, 
LinkedIn Learning

Growing Entrepreneur Reports, GoB rules, pricing 
accuracy

Online courses, consulting, 
paid workshops

Scale-Ready Business Forecasting, tax planning, 
hiring

Tax advisor, certification, 
DATEV systems

No matter where you start, there's always a next step you can take to improve your financial 

literacy.

Final Advice

Learning accounting isn’t just about doing your taxes—it’s about becoming a more strategic 

business owner. The better you understand your numbers, the more confidently you can 

grow, hire, invest, or pivot.

Start small, stay consistent, and utilise a combination of tools that align with your learning 

style. Over time, you’ll go from avoiding accounting to using it as a superpower in your 
entrepreneurial journey.

Thanks for reading! Frank Madubuko


