124. Period-End Closing and Analysis

Using this form will increase the level of accuracy and integrity of the financial statements and general ledger. Use to ensure that all month-end tasks have been completed and reviewed.

	1. Cash in Banks
	Done By
	Date
	Reviewed By
	Date

	All bank accounts reconciled from month-end balance per the bank statement to the general ledger balance, with all unusual reconciling items investigated and resolved. (Ensure that, prior to reconciliation, the general ledger balance has been updated to reflect all quarterly entries.) 
	
	
	
	

	Bank reconciliations prepared by an employee who is independent from the cash receipts and disbursements functions.
	
	
	
	

	Bnk reconciliations initialed and dated by the preparer.
	
	
	
	

	Bank reconciliation reviewed by manager, as evidenced by his/her initials and date.
	
	
	
	

	
	
	
	
	

	2. Accounts Receivable—Trade
	
	
	
	

	General ledger balance reconciled to balance per detailed accounts receivable aging. All reconciling items investigated and resolved, with journal entries prepared as required.
	
	
	
	

	All customer account receivable balances have been reviewed for collectibility, giving proper consideration to:

· All significant past due accounts,

· All disputed invoices and erroneous billings,

· All unissued credits.
	
	
	
	

	The allowance for doubtful accounts has been determined as the sum of the specific and general reserves and has been treated as an offset of current trade receivables. The journal entry to record the specific reserve for disputed invoices, erroneous credits, and doubtful accounts and the general reserve has been made against bad debt expense:

· Debit bad debt expense.

· Credit allowance for doubtful accounts.
	
	
	
	

	All specific invoices determined to be uncollectible have been written off against the allowance for doubtful accounts by the following entry:

· Debit allowance for doubtful accounts.

· Credit accounts receivables—trade. 
	
	
	
	

	The approval for the write-offs of uncollectible accounts has been made by individuals who do not have direct access to incoming cash receipts or to the accounts receivable ledgers.
	
	
	
	

	
	
	
	
	

	3. Other Receivables (including notes)
	
	
	
	

	All other receivables are supported by account analyses and have been evaluated as to collectibility. Adjustments have been made as required.
	
	
	
	

	
	
	
	
	

	4. Inventory
	
	
	
	

	Physical inventory of supplies and materials taken and compared with stock status. Any discrepancies are to be identified, researched, and corrected for the following inventory items:

· Raw Materials

· Finished Goods

· Other
	
	
	
	

	The physical inventory reconciliation worksheets between physical and stock status report are to be reviewed and approved by manager, as evidenced by his/her initials and date.
	
	
	
	

	Determine that the stock status report properly reflects month-end quantities on hand and current unit costs.
	
	
	
	

	Update the inventory cost summary spreadsheet with the following information:

· Beginning year inventory value by item and category.

· Current month-end inventory value by item and category.

· Determine inventory value difference between beginning inventory values and current month-end values.

· Journal entry prepared to record inventory.

· Reverse the prior period’s inventory entry.
	
	
	
	

	Record inventory using the net inventory amount obtained in earlier mentioned step, as follows:

· Debit/credit inventory account.

· Credit/debit cost of goods sold 

(If difference between beginning and current month valuations is positive, debit inventory and credit cogs; if difference is negative, debit COGS and credit inventory.)
	
	
	
	

	Attach supporting schedules to the journal entry sheet.
	
	
	
	

	
	
	
	
	

	5. Prepaid Expenses
	
	
	
	

	Changes in account balances have been analyzed and composition of account balances listed on support schedules, which agree with general ledger for each account:
· Prepaid state income taxes
· Prepaid IRS
· Prepaid insurance
	
	
	
	

	
	
	
	
	

	6. Property, Plant, and Equipment 
	
	
	
	

	Journal entry prepared to record depreciation expense for the current month from prepared detail property records, as follows:

· Debit depreciation expense.

· Credit accumulated depreciation for each account:

           Equipment

           Automobiles

           Leasehold improvements
	
	
	
	

	Review and ensure that cost and general ledger agree with detailed records of fixed assets for each account:

· Equipment

· Automobiles

· Leasehold improvements
	
	
	
	

	Changes in asset costs (additions and disposals) are substantiated by vendor invoices or cash receipts. Gain or loss computed and recorded after taking into account related accumulated depreciation.
	
	
	
	

	
	
	
	
	

	7. Deposits and Other Assets
	
	
	
	

	Changes in account balances have been analyzed and composition of account balances listed on support schedules, which agree with general ledger for each account.
	
	
	
	

	
	
	
	
	

	8. Accounts Payable
	
	
	
	

	Accounting department completed matching of invoices received by month-end to open receivers (merchandise received by month-end and included in inventory, for which invoices have not been received), prepared accounts payables vouchers, and processed through A/P system. (Cut-off procedures for accounts payables must coincide with those for inventory.)
	
	
	
	

	Prepare schedules listing open receivers and other open payables.
	
	
	
	

	Merchandise recap schedule prepared from accounts payable schedules, listing accruals, returns for credits, merchandise returns, merchandise returns deducted from payments, holding for credit, overage, and freight applicable for the month. 
	
	
	
	

	Journal entry prepared to record above prepared schedules:

· Debit applicable cost of sales or expense account.

· Credit accounts payables.
	
	
	
	

	Journal entry prepared reversing prior month accrual for open receivers and other accounts payables adjustments.
	
	
	
	

	Check registers issued by accounts payables covering the period between month-end and date of the accounts payable expense. Distribution report reviewed to determine what checks were issued subsequent to month-end.
	
	
	
	

	Journal entry prepared to record above:

· Debit cash.

· Credit accounts payable.
	
	
	
	

	Accounts payable per detailed listing, reconciled to the general ledger balance. All discrepancies are to be identified, researched, and corrected.
	
	
	
	

	
	
	
	
	

	9. Accrued Expenses
	
	
	
	

	All accounts analyzed and composition of account balance schedules in agreement with the general ledger balances:

· Federal tax payable.

· State income tax payable.
· Payroll tax payable.
· Workers comp payable.

· Sales tax payable.

· Other taxes payable.

· City tax payable.

· Accrued wages payable.
	
	
	
	

	Inquiries made regarding services received for which invoices not received (e.g. legal, accounting, consulting, etc). Proper journal entries prepared to record such expenses in the month that the services were received, as follows:

· Debit various expense accounts.

· Credit various accrued expense accounts.
	
	
	
	

	Amount of accrued payroll expense determined by obtaining the payroll recap for the first payroll subsequent to month-end and prorating the total to the month prior to and subsequent to month-end. Journal entry prepared as follows:

· Debit payroll expense by department.

· Credit accrued wages payable.
	
	
	
	

	
	
	
	
	

	10. Other Liabilities
	
	
	
	

	General ledger balances in agreement with the detailed support schedules and amortization schedules. Any discrepancies should be identified, researched, and corrected.
	
	
	
	

	Evaluate propriety of short-term versus long-term general ledger balances and classify accordingly.
	
	
	
	

	
	
	
	
	

	11. Sales
	
	
	
	

	Total monthly sales—including gross, sales tax, discounts, and net—have been accumulated from the accounts receivable subsystem into a monthly sales journal, cash receipts, and discounts taken journal. 
	
	
	
	

	
	
	
	
	

	12. Other Income
	
	
	
	

	Interest-bearing investments reviewed and interest earned through month-end but not received is accrued as follows:

· Debit interest income receivable.

· Credit interest income.
	
	
	
	

	
	
	
	
	

	13. Work in Progress
	
	
	
	

	Review open orders file. Prepare list of open orders reflecting all related costs incurred with open orders (jobs).
	
	
	
	

	Prepare appropriate journal entry to match costs with revenues from above mentioned schedule, as follows:

· Debit work in progress.

· Credit various cost of sales, wages, and other related expense accounts.
	
	
	
	

	Prepare reversing entry of prior month’s work in progress entry, as follows:

· Debit various cost of sales, wages, and other related expense accounts.

· Credit work in progress.
	
	
	
	

	
	
	
	
	

	14. Commissions
	
	
	
	

	Review open job orders, ensuring that all closed jobs are recorded closed.
	
	
	
	

	
	
	
	
	

	Review job costing detail reports, ensuring that total revenues and related costs tie out to revenues and costs reflected in preliminary trial balance. If any discrepancies, identify, research, and correct as appropriate.
	
	
	
	

	Summarize the month’s closed job cost detail reports by number of closed jobs, revenues, and related costs from above reconciliation.
	
	
	
	

	Generate and review commission recap schedule by salesperson, to ensure that closed jobs, revenues less sales tax, and related costs tie out to the summarized job costing detail reports.
	
	
	
	

	Extend net sales less related expenses at commission rate ____% for each salesperson by closed job. Total and cross-foot commission recap schedule.
	
	
	
	

	Accrue commissions expense by the following journal entry:

· Debit commission expense.

· Credit accrued commissions.
	
	
	
	

	
	
	
	
	

	15. Income Taxes
	
	
	
	

	Quarterly tax provisions and tax liability calculated based upon pro rata share of annualized net income, giving consideration to tax payments made, net operating loss carry forwards, etc.
	
	
	
	


