Year-End Guide to Closing Financial Books

As the year draws to a close, it's essential to wrap up your financial records accurately
to ensure a smooth transition into the new year. Use this step-by-step guide to close
your financial books effectively.

1. Review Financial Statements
[J Ensure all income and expense transactions are recorded.

[J Verify that your balance sheet is up-to-date and reconciled.

[J Compare the profit and loss statement with projections to identify variances.

2. Reconcile Accounts
[J Reconcile all bank and credit card accounts to ensure accuracy.

[J Address any outstanding checks or deposits in transit.

[J Review petty cash, accounts receivable, and accounts payable balances for
consistency.

3. Verify Fixed Assets and Depreciation
[J Update your fixed asset register with new acquisitions and disposals.

[J Confirm that depreciation entries for the year are recorded correctly.

[J Review assets for impairments or write-offs.

4. Inventory Check (if applicable)
[J Conduct a physical inventory count and reconcile it with your inventory records.

[J Adjust for discrepancies such as shrinkage or damaged goods.

[J Review inventory valuation methods and ensure consistency.

5. Review Payroll Records
[J Ensure all wages, benefits, and taxes are recorded accurately.

[J Verify year-end payroll tax reports, such as W-2s and 1099s, for completeness.

[J Address any outstanding payroll liabilities.
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6. Assess Tax Obligations
[J Gather and organize documentation for deductions, credits, and payments.

[J Verify estimated tax payments and prepare for any outstanding obligations.

[J Coordinate with your tax advisor to plan for filings and potential refunds or
payments.

7. Audit Accounts Receivable and Payable
[J Follow up on outstanding customer invoices to improve cash flow.

[J Clear old vendor invoices and address discrepancies.

[J Write off uncollectible accounts, if necessary.

8. Evaluate Budget Performance
[J Compare actual results with your annual budget.

[J Identify areas of overspending or underspending.

[J Use insights to set next year’s budget.

9. Prepare for Year-End Reports
[J Compile data for stakeholders, including investors and management.

[J Prepare reports that summarize financial performance and position.

[J Ensure compliance with industry-specific reporting requirements.

10. Backup Financial Data
[J Save copies of your financial records, reports, and statements securely.

[J Use both digital and physical backups for added security.

[J Confirm the integrity of data backups by testing file access.

11. Close Books and Roll Forward
[J Lock entries for the current year to prevent accidental changes.

[J Roll forward balances for the new fiscal year.
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[J Confirm that your accounting system reflects accurate beginning balances for the
following year.

Final Tips
[] Start early to avoid last-minute stress.

[J Engage your accountant or bookkeeper for support with complex entries.

[ Document processes to simplify next year’s closing.

Closing your books diligently ensures a strong foundation for your financial success in
the coming year. Follow these steps to streamline the process and achieve accurate
results.

Have questions? Want to simplify your year-end closing process? Share this guide with
a colleague or visit www.nexagy.com for expert advice tailored to your business.



