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Learning Assignment & Objectives

e Identify the types of subsidiary ledgers.

¢ Note the applications of the different types of trial balances.

e Cite the types of journal entries used to modify account balances and record transac-
tions.

e Recognize the core and delayed steps used to close the books.

e State the methods used to fine-tune the closing process, and which activities do not
improve the process.

o Identify bank reconciliation terminology, as well as the applicability of petty cash
reconciliations.

o C(Cite the situations in which revenue can be recorded, as well as how to rebill ex-
penses.

o Identify the methods used to assign costs to inventory and increase the accuracy of
inventory records.

e Note the rules related to fixed asset recordation and impairment, along with associ-
ated terms.

e State how accounts payable are handled and the associated expenses recorded.
Identify the recordation decisions associated with payroll transactions.
State the formats in which the income statement can be presented, and note the
source of income statement information.

e Recognize the proper classification of line items on the balance sheet, and note how
the balance sheet is constructed.

e Identify the contents of the statement of cash flows.

e Identify the contents of the statement of retained earnings.

e Cite the types and contents of disclosures that can accompany the financial state-
ments.

e State the criteria used to identify a reporting segment, as well as the required
segment reporting.

e Identify the decision points associated with the integral and discrete views of interim
reporting.

e Cite the methods used to calculate the various types of earnings per share.

e State the additional steps involved in closing the books of a public company, includ-
ing the additional types of required approvals.



e Recognize the controls that should be imposed on the closing process.

o Identify the types of records associated with closing the books that should be stored.

e Cite the situations under which a soft close can produce errors, and the benefits of
using a virtual close.
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Preface

One of the most difficult tasks for the practicing accountant is to close the books at the end of each month
and produce a quality set of financial statements in a timely manner. From the perspective of the rest of
the company, it may be considered the most important accounting function of all. Closing the Books: An
Accountant’s Guide walks you through every aspect of closing the books, including specific closing
activities, how to construct the financial statement package, and how to fine-tune the process.

In Chapters 1-3, we address the system within which the closing process is accomplished, including
the general ledger and subsidiary ledgers, the trial balance, and different types of journal entries. In
Chapters 4 and 5, we delve into the specific steps needed to close the books, as well as how to accelerate
the production of financial statements. Next, in Chapters 6-11, we cover the closing activities associated
with specific accounting areas, including cash, accounts receivable, inventory, fixed assets, and accounts
payable. In Chapter 12-19, we address all aspects of the financial statements that are the end result of
closing the books — the income statement, balance sheet, statement of cash flows, disclosures, earnings
per share, interim reporting, and more. Finally, we complete the discussion of closing the books in
Chapters 20-23 by covering how to close the books of a public company, implement closing controls, set
up a record keeping system, and use a soft close or virtual close.

You can find the answers to many questions about closing the books in the following chapters,
including:

e Can | create financial statements from an extended trial balance?

When should | use reversing entries?

Which closing steps can be completed before month-end?

How can task interdependency analysis improve the closing process?
Should I use more automation to close the books?

How do | handle negative cash on the balance sheet?

How should I record deferred revenue?

How do | handle delays in the approval of supplier invoices?

When should | accrue for bonuses?

What financial statement formats should I use?

Closing the Books is designed for both professional accountants and students. Professionals can use it as a
reference tool for improving their existing closing procedures, while it provides students with an
overview of the entire process. Given its complete coverage of the closing topic, Closing the Books may
earn a permanent place on your book shelf.
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