The Year-End Close

Steven M. Bragg



Table of Contents

Chapter 1 — The Year-End Close........cccceerrrrrrrrniinsnssnnsnssssssnnns 1
Learning ObJeCtiVES. .........uueiiiiiieiieiiee et 1
INEFOAUCTION ...t e e e 1
The Calendar and Fiscal Years ..........ccccueeiiieiiiiiiiiiiiiie e 1
The Year-End Work Load...........oooi oo 2
The Year-End Calendar...............uuuviiiiiiieeeeeiiiiiiiiiiiieieirieeeneeeseeeeeeeannne 3
Saffing ISSUES. ... 3
General Accounting Closing ACtiVIties...........cooviiiiiiieiee e, 4

Annual Performance REeVIEWS ..............uuviiiiiiiiieiiieiiiiiiiiiieeinernnneneenns 4
Destroy DOCUMENTS ... s 5
Create NewW Files ......ccooeeiiiii 6
Transfer Documents to Long-Term Storage .........cccceeeeeviiiieeenennn. 6
Review Journal ENtries .........ooooiiiiii e 8
ANNUAl BUAGEL. ... s 8
ReCONCile ACCOUNTS........eeiie e 12
Update the Chart of ACCOUNES.......ccovvveeeieiieiie, 15
The Year-End BOOK.........ooooiiiiii e 15
THE SOft CIOSE ...uuvviiiiiiiiiiiiiiiiiiieieeeeieiieaeeeeeeeeeeeeeaeeeeseeeeeesseenerensnrennnes 17
SUMMEAIY .ttt e e e e e e e et e e e e e e e e nneaeeeeaaeeas 18
Review QUESHIONS ... 19
REVIEW ANSWETS ... e e e e e eeeeennas 20

Chapter 2 — Receivables Year-End..........ccccooereiiiiiniiinnnnnnsnsssescnnes 21
Learning ObJeCtiVES. .........uuiiiiaiiiieiiiee e 21
INEFOAUCTION ... e e e e e e 21
Verify the Allowance for Doubtful Accounts.............cccveeeeieeiiniinnnnne. 21
Clean the Receivables Aging Report ..o, 23
Match the Receivables Aging to the General Ledger......................... 23
SUMMEAIY .ttt e e e e e e e et e e e e e e e e nneaeeeeaaeeas 24
Review QUESHIONS ... 25
REVIEW ANSWETS ...t e e e e e e eeeeennas 26

Chapter 3 — Inventory Year-End...........ccooimmmiiiiniiinemnnnneeenn 27
Learning ObJECtiVES. .........uuiiiiiieiieieeee e 27
INEFOAUCTION ... e e e e e e 27
The Physical Inventory Count............ooooiiiiiiiiiiniiiieee e, 27
Verify Inventory Valuation..............coooiiii e, 29
Verify OPeNn JODS........uueiiiiiiiiie e 29
Examine Cost POOIS.........cccoeiiiiiiiiie 30
Examine Obsolete Inventory Reserve...........ccccoceeeeiiiiiiiiciieeieee s 30
Examine for Lower of Cost or Market.............cccociiiiiiiiiiiiiiiees 31
Review Outstanding Bill and Hold Transactions.......................co....... 33



Table of Contents

SUMMEIY .ttt e e e e e e et e e e e e e e s nneneeeaaaeeas 33
Review QUESHIONS ... 34
REVIEW ANSWETS ... e e e e e eeaeennas 35
Chapter 4 — Fixed Assets Year-End..........ccccoeeiiiiiiiiiiicinnnnssscccseenns 37
Learning ObJeCtiVES. .........uuiiiiiiiiieiieee et 37
INEFOAUCHION ... e e e e e 37
Calculate Year-end Depreciation .............cccccvvvveeiiieeeiecieeeeeeeeee 37
Document Interest Capitalization.............ccccceeeeeee 38
Verify Asset Retirement Obligations .............cccceiiiiiii e, 38
Investigate Asset Impairment...........ccoooioiiiiiiii e 39
Verify Held-for-Sale ASSEts.............ueiiiiiiiiiiee e 39
Investigate Repairs and Maintenance.............ccoooeeiiiiiiiiiiie e, 40
Derecognize Fixed ASSetS ... 41
Conduct a Fixed Asset Physical Count............ccccoieiiiiiiiiiiiiieenenn. 41
Verify the Fixed Asset Register. ..., 41
Complete a Fixed Asset Roll Forward..............ccccccevviiei, 42
SUMMEIY .ttt e e e e e et e e e e e e e s nneneeeeaaeeas 42
Review QUESHIONS ... 44
REVIEW ANSWETS ... e e e e e eeeeennas 45
Chapter 5 — Payables Year-End............ccooommmiiiiniiiniimnnnneenn 47
Learning ObJeCtiVES. .........uuiiiaiiiiieieii e 47
INEFOAUCTION ... e e e ee e e 47
Uncashed Checks .........ccooveiiiiiiiii 47
Unremitted Expense Reports...........coo i 47
Delay the Supplier Invoice CUutoff............cccoeveieiiii, 48
Record Within the Correct Period ... 48
Settle Disputed INVOICES ........cccovviiiiiiiiiieiceee e, 49
Clean Up Prepaid EXPENSES..........cccvvviiiiiiiiieieeeeeiieeeeeeeaeeeaaeeae 49
Match Payables Aging to General Ledger...........cccccooiiiiiiienieninnnnns 50
The FOrm 1099-MISC.........cuuiiiiiiiiiiiiiiieeeeeiiiiiiieieeeeeeerereeeeeeeeeeeeerennne 50
Treatment of Incorrect Filings..........oooooiiiiiiiiiiiii e, 53
Form 1099 Administrative ISSUES ..........cooiiiiiiiiiiiiii e 54
SUMMEAIY .ttt e e e e e e e et e e e e e e e e nneaeeeeaaeeas 56
Review QUESHIONS ... 57
REVIEW ANSWETS ... e e e e e eeeeennas 58
Chapter 6 — Payroll Year-End...........cccociimmmmiinnnccncneenr e 59
Learning ObJeCtiVES. .........uuiiiaiiiiieieii e 59
INEFOAUCTION ... e e e e e e 59
Human Resources INPULS .........oooiiiiiiiiii e 59
Bonus Finalization ... 60
Commission Finalization............ccccccevvviiiiii 60
Update the Experience Rating..........coooooviiiiiiiiiiiii e 61

i



Table of Contents

Update the Mileage Reimbursement Rate ...................c.cco 61
Payroll-Related Tax Filings.........ccooooii 61
FOrm W= e 61
FOrm 940 ... e 63
FOrmM 948 e 65
SUMMEAIY .ttt e e e e e e e et e e e e e e e e nneaeeeeaaeeas 66
Review QUESHIONS ... 68
REVIEW ANSWETS ... e e e e e eeeeennas 69
Chapter 7 — Public Company Year-End..........ccccceieiiiiirricciccinnnneneee, 7
Learning ObJeCtiVES. .........uuiiiaiiiiieieii e 71
INEFOAUCTION ... e e e e e e 7
The Public Company Closing ProCess..........ccceeeeiiiiiiieeieaneeeeiiiieee. 71
The Form 10-K. ..o 73
Public Company Record Keeping ...........ccouiiuieeiieaiiiniiiiiiieeeee e 76
Additional Staffing .........cooiiiiii 77
SUMMEAIY .ttt e e e e e e e et e e e e e e e e nneaeeeeaaeeas 77
Review QUESHIONS ... 78
REVIEW ANSWETS ... e e e e e eeeeennas 79
Chapter 8 — The Closing Checklist............cccomriiiiiiiiimniinnneen, 81
Learning ObJeCtiVES. .........uuiiiaiiiiieieeie e 81
INEFOAUCTION ... e e e e e e 81
Closing CheCKIiSt........coiiieee e 81
SUMMEIY .ttt e e e e e e et e e e e e e e s nneneeeaaaeeas 87
Review QUESHIONS ... 88
REVIEW ANSWETS ...t e e e e e eeeeennas 89
L€ oL 7 | o 91
L T = 93

il





