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Clean Data Al Checklist

Preparing Your Small Business Books for Al-Powered
Banking and Lending

About This Checklist

By 2030, banks will use Al to evaluate your creditworthiness in real-time by accessing your
QuickBooks company file directly. Clean financial data won't just be good practice; it will
determine whether you can access capital when you need it.

This checklist helps you prepare your books for an Al-assisted future where algorithms make
lending decisions based on data quality, consistency, and timeliness.

Time Investment: Initial cleanup typically takes 6-12 months. Ongoing maintenance requires
2-4 hours per week.

ROI: Improved creditworthiness, faster loan approvals, better financial insights, and readiness
for Al-powered banking.



Phase 1: Data Quality Assessment (Week 1-2)

Use this section to evaluate your current state. Be honest. This assessment determines where
you need to focus your cleanup efforts.

[1 Transaction Categorization Audit

[ 1 Run an Income Statement and Balance Sheet and verify there is no Uncategorized
activity and no Opening Balance Equity.

[ 1 Count how many transactions are uncategorized (Target: 0)

[ 1 Review transactions from the past 3 months for consistency

[ 1 Identify categories that seem to be catch-alls for unrelated expenses

[ 1 Note: Al learns from your historical patterns. Inconsistent categorization teaches Al to
make inconsistent suggestions.

[1 Vendor Name Consistency Check

[ ] Pull a list of Vendors

[ ] Look for duplicate vendors with different spellings (e.g., "ABC Company," "ABC Co,"
"ABC Company LLC")

[ ] Identify vendors listed under multiple names

[ ] Count total duplicates found (Target: 0)

[ 1 Note: Inconsistent vendor names confuse Al and create duplicate transaction
problems.

[] Personal vs. Business Expense Review
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[ ] Review the past 6 months of transactions

[ ] Identify personal expenses run through the business

[ ] Estimate percentage of transactions that are personal (Target: 0%)

[ ] List accounts where personal expenses typically appear

[ ] Note: Al-powered lenders will see these and factor them into risk assessments.
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[J Adjusting Journal Entry Count

[ 1 Run a "Adjusting Journal Entries" report for the past year

[ 1 Count total adjusting journal entries (AJES)

[ ] Identify recurring AJEs that suggest process problems

[ 1 Note monthly average (Target: O per month)

[ ] Note: Excessive AJEs signal messy processes to lending algorithms.

(] Bank Reconciliation Status

[ 1 Check the last reconciliation date for each bank account

[ ] Identify accounts not reconciled in the past 30 days

[ 1 Count unreconciled transactions over 60 days old

[ 1 Note: Al lenders will see delays in reconciliation as a red flag.

[ ] Data Timeliness Check

[ ] Identify the date of your most recent entered transaction

[ ] Calculate average delay between transaction date and entry date

[ ] Target: Transactions entered within 7 days (Current: Within 3 days by 2030)
[ ] Note: Real-time lending requires near-real-time data.

[1 Receipt Documentation Audit

[ 1 Run an expense report for the past 3 months
[ ] Randomly sample 50 transactions and check for attached receipts
[ ] Calculate percentage with proper documentation (Target: 100%)
[ 1 Identify expense categories most likely to be missing receipts:
o Cash expenses
o Meals and entertainment
o Travel expenses
o Small purchases under $25
[ ] Count total expenses over $75 without receipts
[ ] Note: IRS requires receipts for expenses over $75. Banks using Al to evaluate
creditworthiness will flag undocumented expenses as potentially illegitimate or personal.
Missing receipts signal poor controls and increase your risk profile.

[] Accounts Receivable Integrity Check

e []Run an"A/R Aging Summary" report
e [] Identify customers showing $0.00 balance (shouldn't appear on A/R report)
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e [] Count customers with negative balances (indicates overpayment or misapplied
payment)

[ ] Count customers with balances under $5.00 (indicates payment matching errors)

[ ] List invoices over 90 days old that should have been collected

[ ] Target: Zero customers with $0, negative, or < $5 balances on A/R report

[ 1 Note: These mismatches signal poor financial controls and inaccurate revenue
reporting to Al lenders. Clean A/R demonstrates you know who owes you money and
can collect it.

Assessment Score:

e Critical Issues: 3+ major problems found — Start with Phase 2 immediately
e Moderate Issues: 1-2 major problems — Begin Phase 2 within 30 days
e Minor Issues: Clean data with small inconsistencies — Skip to Phase 3
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Phase 2: Data Cleanup (Months 1-6)

This phase addresses the problems identified in your assessment. Work through these
systematically—don't try to fix everything at once.

[ ] Vendor Consolidation

Timeline: Weeks 1-4

[ ] Create a master vendor list with correct legal names
[ 1 Merge duplicate vendors in QuickBooks
[ ] Establish vendor naming convention:
o Use legal business names
o Avoid abbreviations unless that's how they invoice
o Include "Inc," "LLC," "Corp" consistently
[ 1 Document your naming convention for future reference
[ ] Train anyone who enters transactions on the new standard

Success Metric: All vendors in system match master list with no duplicates

[1 Transaction Categorization Cleanup

Timeline: Weeks 5-12

[ ] Categorize all uncategorized transactions from past 12 months
[ ] Review and correct miscategorized transactions
[ ] Create a "Category Guide" document listing:

o What types of expenses go in each category

o Examples of common transactions

o Edge cases and how to handle them
[ ] Establish rules for common transaction types
[ ] Set up memorized transactions for recurring expenses
[ 1 Review your Chart of Accounts:

o [] Remove unused accounts

o [] Combine overly specific accounts

o []Ensure categories align with IRS tax forms

Success Metric: 100% of transactions categorized, pattern established for Al to learn from
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[1 Receipt Documentation Recovery & System Setup
Timeline: Weeks 5-12
Immediate Cleanup:

e [] For expenses in past 12 months without receipts:
o [] Contact vendors to request duplicate receipts/invoices
o [] Reconstruct documentation from:
m Credit card and Bankstatements
m Email confirmations
m Vendor account portals
o []For expenses that cannot be documented:
m Flag for review with CPA
m Consider if they should remain in books
m Document reason if legitimate but unrecoverable
e [] Set materiality threshold based on your revenue: Example
Under $500K revenue: All expenses over $50 need receipts
$500K-$2M revenue: All expenses over $75 need receipts
Over $2M revenue: All expenses over $100 need receipts
Note: IRS requires receipts for any expense over $75 regardless of business size

o O O O

Going-Forward Process:

e []Implement receipt capture system:
o Option 1: Receipt scanning app (Dext, Hubdoc, Expensify)
o Option 2: Email-to-QuickBooks receipt forwarding
o Option 3: Corporate card with automatic receipt capture (Ramp, Brex)
e [] Create receipt submission policy:
o Ex: All employees must submit receipts within 72 hours of expense
o Establish method: Mobile app photo, email, or portal upload
o Set consequences for missing receipts (no reimbursement after 30 days)
o Include policy in employee handbook or onboarding
e [] Set up QuickBooks attachment workflow:
o Enable attachment features in QuickBooks
o Create folder structure for organizing receipts
o Train all users on attaching documents to transactions
o Make attachment mandatory for expenses over your threshold
e [ ] Implement receipt review checkpoints:
o Weekly: Check that all expenses have attachments
o Monthly: Review random sample for compliance
o Quarterly: Audit high-risk categories (meals, travel, cash)
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Success Metric: 100% of expenses over threshold have attached, legible receipts
[1 Personal Expense Elimination
Timeline: Weeks 5-8

[ ] Identify all personal expenses in business accounts
[ ] Reclassify personal expenses as "Owner's Draw" or "Shareholder Distribution”
[ ] Set up separate personal credit cards/accounts
[ ] Create policy: No personal expenses through business accounts going forward
[ ] If mixed-use expenses exist (like cell phone):

o [] Calculate business use percentage

o [] Document justification

o [] Split expenses consistently each month

Success Metric: Zero personal expenses running through business accounts

[ 1 Bank Reconciliation Catch-Up

Timeline: Weeks 9-16

[ 1 Reconcile all bank accounts for the past 12 months
[ ] Identify and resolve discrepancies:
o Missing deposits
o Missing expenses
o Duplicate entries
o Transactions in wrong accounts
[ ] Document what caused each discrepancy
[ 1 Implement monthly reconciliation schedule (see Phase 3)
[ ] Set up reconciliation reminders

Success Metric: All accounts reconciled through current month, process established for
staying current

[] Adjusting Journal Entry Reduction
Timeline: Weeks 13-20

e [] Review all AJEs from past year

e [] Identify root causes:
o Are they fixing categorization errors?
o Are they correcting timing issues?
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o Are they adjusting for missed transactions?
e [] For each recurring AJE type:
o [] Determine proper workflow to prevent the error
o [] Document new process
o [] Train team on correct procedure
e [] Create standard month-end closing checklist to catch issues before AJEs are needed

Success Metric: AJEs reduced by 75%, used only for legitimate accounting adjustments

[] Accounts Receivable Reconciliation & Cleanup
Timeline: Weeks 13-20
Immediate A/R Cleanup:

e [] Address $0.00 Balances:
o These customers shouldn't appear on A/R report
o Indicates old invoices not properly closed
o Fix: Review transaction history, close old invoices, remove from A/R
e [] Address Negative Balances:
o Indicates customer overpaid or payment misapplied
o Fix: Apply unapplied credits to correct invoices, or
o Refund overpayment if appropriate, or
o Apply credit to future invoices
e [] Address Small Balances (< $5.00):
o Usually indicates rounding errors or partial payment mismatches
e [] Review Aged Receivables (90+ days):
Determine if still collectible
Follow up with customers
Move truly uncollectible to bad debt expense
Update collection processes to prevent future aging

o O O O

Set Up Going-Forward A/R Process:

e [] Payment Application Procedure:
o Create step-by-step guide for applying payments to invoices
o Train all users on proper payment entry:
m Always link payment to specific invoice(s)
m Never enter unassigned payments
m Verify amount matches invoice before applying
m Check for unapplied credits before creating new invoice
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O

Document how to handle:

m Partial payments
Overpayments
Multiple invoices paid with one check
Credit card processing fees
Discounts or adjustments

e []Weekly A/R Review Habit:

o

o O O

O

Every Monday, run A/R Aging Summary

Check for any $0, negative, or < $5 balances
Investigate and fix same day

Review any invoices moving into 60+ day aging
Update collection activities

e [ ] Monthly A/R Reconciliation:

@)
©)

o

o

Run A/R Aging Summary as of month-end
Compare total A/R to General Ledger A/R account (must match)
If they don't match:
m Indicates unapplied payments or credits
m Find and apply all unapplied amounts
m Research discrepancy until resolved
Review aging categories:
m Current (0-30 days): Should be 70%+ of total
m 31-60 days: Should be < 20% of total
m 61-90 days: Should be < 5% of total
m 90+ days: Should be < 5% of total (investigate for bad debt)

e []Implement A/R Controls:

O

o O O O O

Require invoice approval before sending to customer

Send invoices immediately upon work completion

Include clear payment terms and due dates

Set up automated payment reminders (at invoice, at due date, 7 days past due)
Establish collection procedure for past-due accounts

Review customer credit limits quarterly

Success Metric:

Zero customers with $0, negative, or < $5 balances on A/R Aging report

Total A/R matches General Ledger A/R account balance

90%+ of receivables current or under 60 days

Days Sales Outstanding under 45 days (calculate: A/R + (Annual Revenue + 365))

www.TheNumbersAdvisors.com


http://www.thenumbersadvisors.com

L] Historical Data Validation

Timeline: Weeks 17-24

[ 1 Run Profit & Loss reports for each of past 12 months
[ ] Review for obvious anomalies:
o Months with low revenue
o Expense spikes without explanation
o Negative expense accounts
o Loans recorded as revenue
[ ] Investigate and correct each anomaly
[ 1 Document corrections made
[ 1 Note: This is what Al will analyze for lending decisions

Success Metric: 12 months of clean, logical financial data with no obvious errors
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Phase 3: Ongoing Maintenance (Months 7+)

Clean data isn't a one-time project. These habits maintain the quality Al systems require.

[1 Daily Habits

e [] Morning Review:
o Check bank feeds for new transactions
o Review and categorize any transactions from previous day
o Flag unusual transactions for investigation
e [] Transaction Entry (as they occur):
Enter transactions within 24-48 hours when possible
Attach receipts/documentation immediately
Use consistent vendor names per your master list
Double-check category selection

o O O

O

[ Weekly Habits

e [] Monday Morning Data Review (30-60 minutes):

Clear "For Review" tab in bank feeds

Verify no uncategorized transactions remain
Check for duplicate transactions

Review and approve memorized transactions

o O O O

e []Vendor Name Spot Check:
o Review any new vendors added this week
o Verify they follow naming convention
o Check for potential duplicates

e [] Receipt Compliance Check (15 minutes):

Review previous week's expenses

Verify all expenses over threshold have receipts attached
Follow up with team members for missing receipts

Flag any patterns of non-compliance

o O O O

e [] Receipt Documentation Audit (30 minutes):
o Random sample 20 expenses from the month
o Verify receipt quality (legible, complete information)
o Check that receipts match transactions
o Address any documentation gaps immediately
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e [] A/R Reconciliation (1 hour):

o O O O

Run full A/R Aging Summary

Review aging categories and trends

Review collection activities on aged accounts
|dentify customers needing credit limit review

(1 Monthly Habits

e [ ] Bank Reconciliation (2-4 hours, by 10th of following month):

o O O O

Reconcile all bank accounts

Reconcile all credit card accounts and loan statements.
Investigate and resolve any discrepancies immediately
Target: Complete within 7-10 days of month-end

e []Financial Review (1-2 hours):

o O O O O O

Run Profit & Loss for the month

Review for anomalies or unexpected results
Compare to prior months for consistency

Run the Balance Sheet and review for accuracy
Check Accounts Receivable aging

Check Accounts Payable aging

e [ ] Data Quality Spot Check:

o O O O

Run "Uncategorized Transactions" report (should be zero)
Review 20-30 random transactions for proper categorization
Check for new duplicate vendors

Verify no personal expenses entered

(1 Quarterly Habits

e [] Deep Data Audit (3-4 hours):

o O O O O O

Analyze transaction patterns for inconsistencies

Review and clean up customer/vendor lists

Check for stale Accounts Receivable

Review adjusting journal entries made during the quarter
Update your Category Guide if needed

Review the Approved Vendor list
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e [] System Integration Check:

o

o

o
o

Verify all third-party apps are syncing properly

Check for any failed connections

Review transactions from integrated apps for accuracy
Test any new integrations you're considering

e []Professional Review:

o O O O

Meet with your bookkeeper/accountant
Review data quality metrics

Address any concerns they've identified
Discuss upcoming changes or needs

(1 Annual Habits

e []Year-End Data Validation (8-16 hours):

o O O O O

Complete comprehensive review of entire year
Ensure all 1099 vendors are properly coded
Verify payroll transactions match W-2s/W-3s
Reconcile all accounts one final time

Review with CPA before tax preparation begins

e []Process Review & Update:

0O O O O O O

Review entire Chart of Accounts for unused categories
Review this checklist and update for your needs

Update Category Guide based on year's experience
Evaluate new tools or integrations

Assess whether current bookkeeper relationship is working
Document any process changes for next year

www.TheNumbersAdvisors.com
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Phase 4: Al-Ready Optimization (2 - 5 years)

As Al-powered lending becomes standard, these additional standards will become critical.

[1 Edge Capture Implementation

Target: Years 2 -5

[ 1 Evaluate edge capture tools (Ramp, Brex, Bill, Dext)

[ ] Select a platform that integrates with your QuickBooks

[ ] Set up corporate cards with automatic receipt capture

[ 1 Configure automatic categorization rules

[ ] Train team on using edge capture tools

[ 1 Monitor for accuracy in first 90 days

[ ] Goal: Transactions recorded and categorized at point of purchase

[] Real-Time Data Standards

Target: Years 3 -4

[ ] Reduce transaction entry lag to within 3 days (from current 7-day target)
[ 1 Implement daily reconciliation for high-volume accounts

[ ] Set up automated alerts for large or unusual transactions

[ ] Create a dashboard showing data freshness metrics

[ ] Goal: Books current within 72 hours at all times

[ 1 Banking Al Integration Preparation

Target: Years 3 -4

[ ] Review and grant appropriate Open Banking permissions

[ ] Verify all accounts are connected and syncing

[ 1 Ensure QuickBooks subscription includes necessary features
[ ] Test read-only access levels for banking partners

[ 1 Document your data sharing preferences and limits

[ ] Goal: Ready for continuous underwriting when banks offer it
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[] Lending Signal Optimization
Target: Ongoing from Year 3
Monitor and optimize these three key signals Al lenders use:

e [ ] Debt-to-Income Ratio:

o Calculate monthly (Total Debt Payments / Gross Income)
o Target: < 36% for optimal creditworthiness
o Track trend over time

e [] Revenue Seasonality & Predictability:

Document your revenue patterns

Explain seasonal variations to lenders

Maintain 6-12 month revenue forecast

Show consistent year-over-year growth or stability

o O O O

e [] Burn Rate / Days Cash on Hand:
o Calculate: Current Cash / Average Daily Operating Expenses

o Target: 60+ days for optimal creditworthiness
o Monitor weekly during growth phases

www.TheNumbersAdvisors.com
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Red Flags Al Lenders Will See

Avoid these patterns that signal risk to lending algorithms:

[1 Transaction Red Flags

[ ] Frequent large round-number transfers between accounts (looks like cover-ups)
[ ] Consistent late payments to vendors (cash flow problems)

[ ] Irregular payroll patterns (instability)

[ ] Large unexplained deposits (questionable income sources)

[ ] Frequent NSF fees or overdrafts (cash management issues)

[ ] Transactions to/from personal accounts (poor boundaries)

[] Data Quality Red Flags

[ 1 Books more than 30 days behind (disorganization)

[ 1 Unreconciled accounts (inaccuracy)

[ 1 Excessive adjusting journal entries (unreliable processes)
[ ] Inconsistent categorization (poor controls)

[ ] Missing documentation (can't verify)

[ ] Frequent reclassifications (don't understand own business)

[1 Financial Pattern Red Flags

[ ] Revenue declining 2+ consecutive quarters (business stress)

[ ] Gross margin compression without explanation (pricing power loss)

[ ] Operating expenses growing faster than revenue (inefficiency)

[ ] Increasing Days Sales Outstanding (collection problems)

[ ] Decreasing cash balance over time (burning through reserves)

[ ] Heavy reliance on owner cash infusions (business not self-sustaining)

www.TheNumbersAdvisors.com
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Tools & Resources

Recommended Software

QuickBooks Online: Primary accounting platform with Al features
Edge Capture Tools: Ramp, Brex, Bill.com, Dext (receipt capture)
Dashboard Tools: Fathom, Jirav (translate data for lending signals)
Document Management: Dext, Hubdoc (receipt storage)

Professional Help
When to hire professional support:

[ ] Books more than 6 months behind

[ 1 Never properly set up QuickBooks

[ 1 Major data quality issues identified

[ ] Preparing for business sale or major financing
[ ] Implementing Al tools and edge capture

[ 1 Don't have 4-6 hours/month for bookkeeping

Look for: Fractional controllers, firms with "Client Advisory Services," tech-forward
bookkeepers comfortable with Al tools

Education Resources

Intuit QuickBooks Training (free webinars)

Your CPA or bookkeeper's guidance

Industry-specific accounting associations

This guide: www.thenumbersadvisors.com/ai-accounting

www.TheNumbersAdvisors.com
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Success Metrics: Are You Al-Ready?

Use these benchmarks to measure your readiness:

Basic Al-Ready (Achievable Now)

[1100% of transactions categorized

[ ] Zero duplicate vendors

[ ] Zero personal expenses in business accounts
[ 1 All accounts reconciled monthly within 10 days
[ ] Transactions entered within 7 days

[ 1< 5 adjusting journal entries per month

[ 1 Clean 12 months of historical data

Advanced Al-Ready (Target: Year 2 - 3)

[ ] Edge capture implemented for 80%+ of transactions
[ ] Transactions entered within 3 days

[ ] Daily reconciliation of primary accounts

[ ] Real-time dashboards monitoring key lending signals
[ 1 Documentation attached to 100% of transactions

[ ] Zero red flags present

Continuous Underwriting Ready (Target: Years 4 - 5)

[ 1 Open Banking connections active and monitored
[ ] Books current within 72 hours at all times

[ 1 All three lending signals tracked and optimized

[ ] Professional oversight with Al expertise

[ ] Policies in place for data quality maintenance

www.TheNumbersAdvisors.com
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Monthly Data Quality Scorecard

Track your progress with this simple scorecard. Review monthly.

Metric Target Current Trend
Uncategorized 0 _ Tl—
Transactions
Days Behind in Data Entry <7 days Tl—
Days to Reconciliation <10days _ Tl—
Adjusting Journal Entries <5/month ___ Tl—
Duplicate Vendors Found 0 . Y./~
Personal Expenses 0 _ 11—
Debt-to-Income Ratio < 36% _ % Tl—
Days Cash on Hand >60days _ =

Overall Grade:

o A (8/8 targets met): Excellent, Al-ready

e B (6-7/8 targets met): Good, minor improvements needed

e ( (4-5/8 targets met): Adequate, significant work needed

e D/F (< 4/8 targets met): Critical, seek professional help immediately

Final Thoughts

Clean data is not a one-time project; it's an ongoing discipline
Al will evaluate your books in real-time starting around 2030
Banks will use data quality as a primary creditworthiness signal
Your competition is preparing; don't fall behind

Professional help is worth the investment

Start today; the clock is ticking

You won't lose your business to Al. You'll lose it to a competitor who uses Al better than you do.

Questions? Need help getting started?
Contact The Numbers Advisors: www.thenumbersadvisors.com
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