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Course Information

Course Title: The Year-End Close  #364521

Number of continuing education credit hours recommended for this course:
In accordance with the standards of the National Registry of CPE Sponsors CPE credits have been
granted based on a 50-minute hour.

CPA: 3 (Accepted in all states)

National Registry of CPE Sponsors ID Number: 107615.

Sponsor numbers for states requiring sponsor registration
Florida Division of Certified Public Accountancy: 4761 (Ethics #11467)
Hawaii Board of Accountancy: 14003
New York State Board of Accountancy (for ethics): 002146
Ohio State Board of Accountancy: M0021
Pennsylvania Board of Accountancy: PX 178025
Texas State Board of Accountancy: 009349

Course Description

This course clarifies for the accountant the intricate series of activities needed to correctly
close the books at year-end. Following the guidance in this course reduces the risks of having
closing errors and issuing incorrect financial statements. The course itemizes closing activities
for the fiscal year, as well as other activities required at the end of the calendar year. There
is a particular emphasis on such major areas of accounting as receivables, inventory, fixed
assets, payables, and payroll. Additional tasks required for the year-end close of a publicly
held company are also described.

Program Delivery Method: NASBA QAS Self-Study (interactive)
Subject Codes/Field of Study
NASBA (CPA): Accounting

Course Level, Prerequisites, and Advance Preparation Requirements
Program level: Overview

Prerequisites: Basic familiarity with accounting practices.

Advance Preparation: None
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Course Content

Publication/Revision date:7/26/2021.

Author: Steven M. Bragg, CPA.

Final exam (online): Fifteen questions (multiple-choice).

Instructions for taking this course

Note: Download and save the PDF of this course to your computer for future reference, and
to enable the search function (Menu: Edit>Find) and bookmarks (icon on left side of
document window) for easier navigation.

In order to receive CPE credit for this course, you must complete the course within one year of the

date of purchase. This includes achieving a passing grade of at least 70% on the final exam. Exams may

be retaken if not passed on the first attempt (no charge).

Complete the course by following the learning assignments and objectives listed below and studying
the review questions after each major section in the text. Once you have completed each learning
assignment and you are confident that the learning objectives have been met, answer the final exam
questions (online).

Instructions for Taking the Final Exam Online
e Login to your account online at www.bhfe.com.
e Go to "My Account” and view your courses.
e Select “Take Exam" for this course and follow instructions.

Have a question? Call us at 800-588-7039 or email us at contact@bhfe.com.

Learning Objectives

e Recognize the staffing policies needed to ensure that there are sufficient staff on hand to complete
the year-end close.

Identify the activities involved in archiving accounting documents.

Specify the steps involved in the construction of the annual budget.

Identify the contents of the year-end binder.

Recognize the situations in which a soft close is more likely to result in financial statement errors.
Specify how to verify the reasonableness of the balance in the allowance for doubtful accounts.
Recognize the tasks involved in the year-end examination of open jobs.

Identify the evaluation criteria stated in the lower of cost or market rule.

Specify the methods used to recognize fixed assets reclassified out of the held-for-sale classifica-
tion, and fixed assets that have been abandoned.

Specify the distribution of the Form 1099-MISC, as well as how the form is to be completed.
Identify the trigger that causes a change in the experience rating assigned by a government.
Recognize the role of EDGARizing in the year-end close.

Specify the steps required for the preparation of financial statements.
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About the Author

Steven Bragg, CPA, has been the chief financial officer or controller of four companies, as well as a con-
sulting manager at Ernst & Young. He received a master’s degree in finance from Bentley College, an MBA
from Babson College, and a Bachelor’s degree in Economics from the University of Maine. He has been a
two-time president of the Colorado Mountain Club, and is an avid alpine skier, mountain biker, and certified
master diver. Mr. Bragg resides in Centennial, Colorado. He has written more than 250 books and courses,
including New Controller Guidebook, GAAP Guidebook, and Payroll Management.
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E. Fremont Place, Centennial, CO 80112.
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this book and specifically disclaim any implied warranties of merchantability or fitness for a particular purpose. No
warranty may be created or extended by written sales materials. The advice and strategies contained herein may not
be suitable for your situation. You should consult with a professional where appropriate. Neither the publisher nor
author shall be liable for any loss of profit or any other commercial damages, including but not limited to special,
incidental, consequential, or other damages.

v



Table of Contents

Chapter 1 - The Year-End Close 1
The Calendar and FISCal YEATS ........coirtiririiiiieietertete ettt ettt ettt sttt et et ae st be st e be e eaeennens 1
The Year-End WOTK Load ......c.cooiiiiiiiiiiiic ettt sttt ettt et be st nens 2
The Year-End Calendar
STATTING ISSUES ...vveeutiiiiieetie ettt te ettt etee et e et e et e e bt e e beeetee e taeeateeastaeesseeassseenseesnsaeenseesasseenseeansseenseesnsseenseesnsseeseennss
General Accounting ClOSING ACIVITIES «...eeuveiuiiiuiiriertietieie ettt ettt st st ee st e st e et et es e sbeesbe e beenbeenbeeaaesaeenee 3

Annual Performance REVIEWS ........c.ioiiiiiiiiiiiiiee ettt sttt ettt et ebee bt e b et e e saeenae 3
DESIIOY DOCUIMENLS .....eiiuviieiieeiieeiie ettt erte et et e etteestee e tee e saeestteesseeesseansseesseesseessseessseessseessseensseessseensseessseensses 3
Create INEW FILES ...ttt bbbttt ettt e bt e sb e e bt et e eateesteebeesbe e be et e embeemaesmeenae 4
Transfer Documents t0 Long-Term StOTaZE ........coceeruieriiriiiiiitieiiettee ettt ettt e b e et 4
REVIEW JOUINAL ENETIES ...ttt et et st b e bbbt ettt be bt bt et ene e 5
ANNUAL BUAZET......oneiiieeie ettt et et et e st e s eae et ee st e s s e enbeessesseesaeeseanseanseessenssensaenseensennnesnnennes 5
RECONCIIE ACCOUNLS ...ttt sttt ettt b ettt et b e bbbt eb e et et et e st e bt e bt ebeeateat et e st e ebesaeebeebeeneennens 7
Update the Chart 0f ACCOUNTS........cciiriieiieiteiie ettt ettt ettt et et et e e besssesseesseessee st esseenseessesssenseenseenseensesnsesnsennes 9
The Year-ENd BOOK......c..coiiiiiiiiteeitne ettt sttt ettt st b e st eb ettt et e b bt sbesbeeaeeanens 9
SOTE CLOSE ..ottt ettt b e st b e e bt e a ettt s bt bt e bt eb e st et e b s bbbt eb e st be st e besbe ettt eneen 10

Chapter 2 — Receivables Year-End 13
Verify the Allowance for DOubtful ACCOUNLS...........eecuieiieieeiieriiee ettt e e et e seaeseaesseesseeseenseans 13
Clean the Receivables AZING REPOTt........coiiiiirieiiieiieieeeeeiteieeie ettt ettt e st e st esse e teenbesnsesseesseenseenseenseans 14
Match the Receivables Aging to the General Led@er........c.ocvivieiiiiiiiiieiiecietee ettt ees 14

Chapter 3 — Inventory Year-End 17
The Physical INVENtOry COUNL ..........eoiiiiiiiieiieeieit ettt ettt st e st e st esbeestessaesseesseenseensesnsesseesseenseenseenseans 17
Verify INVENtOry VAIUATION. ......eovuiiiieieiie ettt ettt e e et e st e st e sse e seesteestessaessaesseenseensesnsessnesseanseenseenseans 18
VEIIEY OPCI JODS ...ttt ettt ettt e et e bt e e e seesaessaesseesseanseesseesseassenseenseenseensesnsesssesseenseenseenseans 18
EXAMINE COSt POOIS...c..itiiiiiiiiiiiete ettt b e bbbt bt ettt st sbe bt ebe et nee 19
Examine Obsolete INVENtOry RESEIVE.......ccciiiiiiieiieiieieeiteeieeieee ettt ettt et et estaessa e seenbesnsesseesseesseenseenseans 19
Examine for LOWer 0f Cost OF MATKEL.........ccuiiiiiiriiniininieiietcteestee sttt ettt st 19
Review Outstanding Bill and Hold TranSactions...........cccueereeeiieiiieeeiiieeiieeieesieeeieesteeesseesveeesseessaesssessnsssssseesnns 21

Chapter 4 — Fixed Assets Year-End 23
Calculate Year-end DepPreCiation........c.eecueeierieriertieteeieetteeteesteesteesestesetesseesseesseassesssessaesseessesssesssesssesseesseesseensenns 23
Document Interest CapitaliZatiOn ...........cueeierierieriieieeieetesttesteesteetestestesseesseesseessesssesseesseeseensesssesseesseesseeseenseans 23
Verify Asset Retirement ODIIZAtIONS. .........cuevieriieriieiieieeieeiieieeie ettt ste st e st esteestessaesseesseeseensesnsesseesseesseenseenseans 24
Investigate ASSEt IMPAIITIENL ........ccuiiiiiiiiiieiieeiee ettt ettt e st et e esteesteesaesseesseeseensesnsesseesseenseenseenseans 24
VErify HEld-TOT-Sale ASSELS ...ccveeeiiiiiieeiieetieetteetee ettt este e sttt e ste e sttt e ssaeessseessseesseessseesseesssesnsseensseesseanseesseeenseennes 25
Investigate Repairs and MaINtENANCE ........cccueeiiuieeiiieiiieeitieeeeeesteeesteeeteeeteeeteessteesseessaeeseesnsseesseessseesseessssessseesnes 25
DEreCOZNIZE FIXEA ASSELS....ueeeiiiiiieeiieeiteeitteetteetteeteeettesteeeteesteeesseessteeesseessseeasseesnsseenseesnsseenseesnssesnseesssesnseennns 25
Conduct a Fixed Asset PhySiCal COUNL........cuiiiieeiiieiiieeiieeciteecieeeieeeteeeiteeteesieeeteestaeeseesssaeesseesnsaeenssesssesnseennes 26
Verify the FIXed ASSEt REGISTET . .....cc.iiitiiiiiieitieitiet ettt sttt e et et et eaee b e nbeenbeas 26
Complete a Fixed Asset ROII FOIWaId.........cooiiuiieiiiiiiiieiie ettt sttt e et e et e st eeaeestaeeaeesneaesnnneenns 26

Chapter 5 - Payables Year-End 29
UNCASNEA CRECKS ...ttt ettt at e b e b e bt et e et e s et e saeesbee st e bt eseeeneeebeenbeenseas 29
Unremitted EXPENSE REPOTTS .....veeeiiiiiieiiieiieeeitecieeette st e st e st e sttt e stteestteessaeesaseessseesseessseensseensseensseansnesnsseensnennes 29
Delay the Supplier INVOICE CULOTT........ccouiiiiii et e e et eebeeebbeebeesntaeeseesnsaeensnesnns 29
Record Within the Correct PEriod ............oiiiiiiiiiiiiiee ettt ettt s e b e e et eae 30
Settle DISPULEA INVOICES ..o.uvieeieeiieiieiieie ettt et stte st et et e et e e saesstesse e seesseeasesstesaeesseenseenseanseassensseseeseensennsesnsesnnesnes 30
Clean Up Prepaid EXPONSES. ......ecuviuierieiieiieeiesiteste et eteettesttesseessessessaesseesseasseesseassesssesseessaensesnsesssesssesseesseesseensenns 30
Match Payables Aging to General Led@er........cccveriiiiieiieieiieiieie ettt ettt seae e s seesseeseenee e 31
The FOrm T099-IMISC .....cueiiiiiiieieeeet ettt bt ettt et e b e st b e bt bt et e et st sbesbe bt st esn e 31
The FOrm T099-INEC ..ottt sttt ettt ettt b e bt bt et et et st b sbe bt st esn e 35

Form 1099 AdminiStrative ISSUES ........coueruiririeietiterie sttt sttt eneen 37



Chapter 6 — Payroll Year-End
Human RESOUICES INPULS ......coouuiiiiiiiiiiiiteee ettt et sttt e s bt e e bt e st e e e bt e sabeeebeesbaeeseesane
BONUS FINALIZATION ...ttt ettt st a e bt et e st ea e eb e e eb e e bt enbeembeseeeseeesbeenbeenbeenteane
CommisSION FINAIIZATION ...c.eiitiitiiiiiie ittt ettt et ea e s bt e b e e e et e seeeseeesbeenbeeneeeneeene
Update the EXPerience RALING .......c.ccccuieiiiiiiiiieiiie ittt e st esteesteestteessteestaeessseessaeessseesseessseensseanseesnsseesseesnes
Update the Mileage Reimbursement RAte .........c.ccccuiiiiiiiiiiiiiiecieeciiecte ettt sve e seae et eeeeeetaeesneenes
Payroll-Related Tax FIlINES .......ooiiiiiiiiie ittt ettt ettt et a e b e b et e e st e seeesbeenbeenteeneeens

FOIM W2 ettt et h et e et e et e a e e b e b e e bt et e eo bt s aeesatesbe e bt emteeseeeneeebeenbeenneas

Chapter 7 — Public Company Year-End
The Public CompPany ClOSING PrOCESS......uiicuiiiiiieeitieiiteeeitieeiteeeiteeeteeeittesstteesteesteeeseesseeesseesssessseesnsssessessssssesseesnns
The FOIM L0-K ..ottt et ettt sht e s bt e et e st e ea et eb e e sb e e b e e bt embesmeeseeesaeenbeenbeenteans
Public Company ReCOTA KEEPING......c.ceecuieeiiiiiiieeiieiiieetieeieeectte st e ette et e eteesteeeaeesbaeesseesnsaeesseesnsseenseesnsseenseesnes
AddItioNAl STATFINE .....eeiiiiicecee ettt ettt ettt et e et e e e et e e testesateeree st enteenteenaeeraenseenrenn

Chapter 8 — The Closing Checklist
ClOSINE CRECKIIST. .eeuvieeiiieiiieetieeite et e etee et e et e et e steeeateesteeesseesateeenseesnsaeesseesnsaeasseesnsaeenseesnsseenseesnssesnssesnsssanseennes

Answers to Chapter Questions

Glossary

Index

vi



	Course Information
	Learning Objectives
	About the Author
	Table of Contents

