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Year-End Closing Your Books: A Step-by-Step Guide

Closing your books at the end of the year is a crucial process to ensure that your financial records are
accurate, complete, and ready for tax filing and strategic planning. Follow these steps to close your
books effectively:

1. Reconcile All Accounts

Ensure all your accounts are reconciled, including:

● Bank Accounts: Match bank statements with your records.
● Credit Cards: Reconcile credit card statements.
● Loans: Verify loan balances and payments.
● Other Accounts: Include PayPal, Stripe, and other payment processors.

Tip: Use your accounting software’s reconciliation tools to streamline this process.

2. Review Accounts Payable and Receivable

● Accounts Payable (AP): Ensure all outstanding bills are accounted for and entered in your
system.

● Accounts Receivable (AR): Verify all invoices have been sent, and follow up on unpaid
balances.

Tip: Write off uncollectible accounts if necessary.

3. Categorize and Review Transactions

● Expenses: Check that all expenses are categorized correctly.
● Income: Ensure all income is recorded under the proper accounts.

Tip: Use the chart of accounts to verify that each transaction aligns with your business categories.
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4. Verify Inventory (if applicable)

● Conduct a physical inventory count and reconcile it with your records.
● Adjust for any discrepancies, such as shrinkage or obsolete items.

5. Adjust Journal Entries

● Depreciation: Record depreciation for fixed assets.
● Accruals and Prepayments: Adjust for expenses incurred but not yet paid and revenue

earned but not yet received.

Tip: Consult your accountant for complex entries.

6. Generate Financial Statements

Produce the following reports to assess your financial position:

● Profit and Loss Statement (Income Statement)
● Balance Sheet
● Cash Flow Statement

Review these reports for accuracy and ensure they align with your expectations.

7. Review for Tax Preparation

● Ensure all deductions, credits, and taxable income are accurately recorded.
● Gather necessary documentation, such as receipts, invoices, and payroll records.

Tip: Consult a tax professional to identify any additional tax-saving opportunities.

8. Close Out Owner’s Draws or Contributions

● Transfer owner’s draws or contributions to the appropriate equity accounts.
● Confirm that these entries are accurate and properly documented.
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9. Lock the Period

Once all adjustments and reconciliations are complete:

● Close the accounting period in your software to prevent further changes.
● Back up your financial data securely.

10. Plan for the New Year

● Set up your budget and financial goals.
● Evaluate your performance and identify areas for improvement.

Conclusion: Closing your books is an essential part of maintaining financial health. It ensures
compliance, provides clarity for decision-making, and sets the stage for a successful new year.

If you’re uncertain about any step, consult with an accountant or financial advisor for guidance. I am
available for a 1 hour paid consultation fee of $250.00.


