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Procedure Description

Trade Receivables

Prepaids and Other Assets

Inventory

Cash
Prepare all bank reconciliations for all cash accounts as of period end.
- Confirm cleared balance per statement agrees to bank reconciliation cleared balance.
- Confirm ending cash per reconciliation agrees to trial balance.
- Review old outstanding checks over 60 days, consider voiding checks.  Contact payee as 
required.
- Review unusual reconciling items and investigate as required.

Review uncleared deposits as of period end in undeposited funds.
- Verify that uncleared deposits at period end were deposited in the subsequent month.
- Verify that all uncleared deposits as of the prior period were deposited in the current 
month.

Review Accounts Receivable Aging report.
- Confirm balance agrees to trial balance.
- Identify significant account balances past due and document collection status.
- Consider of balances are deemed uncollectible and need to be written off.
- Review accounts receivable aging for unapplied credits or negative balances and consider if 
any action is needed.

Review schedule of prepaid expenses for reasonableness and agree to the trial balance.  
Ensure all items can be traced to payments for items paid in advance.

Review deposits account ledger and agree to the trial balance.
- Review any new lease or other agreements during the year to ensure all deposits are 
captured.

Perform physical inventory count:
- Ensure inventory does not move and no purchases or sales are made during the count.
- Ensure all inventory locations are included in the count.
- Print perpetual inventory ledger listings and count all inventory.  Ensure accurate counts by 
recounting a sample of large value items.
- Consider if any inventory has been received, but not yet billed.
- Consider if any inventory has been shipped, but not yet invoiced.
- Review discrepancies between physical count and perpetual listing.  
- Adjust quantities as necessary.
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Notes Receivable

Trade Payables

Accrued Liabilities

Agree principal balance of notes receivable to amortization schedule and reconcile any 
discrepancies.  Ensure interest income has been properly recorded.

Agree principal balance of  intercompany payables or receivables to related entity's ledger 
and reconcile any discrepancies.

Review Accounts Payable Aging report.
- Confirm balance agrees to trial balance.
- Identify significant account balances past due and document payment status.
- Review for negative balances and consider if any action is needed.

Review payroll returns:
- Reconcile annual payroll per the returns to gross payroll expense.  
- Reconcile employer payroll taxes to payroll returns.  
- Ensure all deposits have been made timely.
- Reconcile any payroll tax liabilities and confirm any liability at period end was paid in the 
subsequent month.

Fixed Assets & Intangible Assets

Review inventory and current cost of goods sold for reasonableness by computing  the 
following Key Ratios and comparing the current period results to historical results:
- Inventory Ratio
- Inventory Turnover
- Gross Profit Margin
Investigate the reasons for any large, unusual or unexpected variances.

Identify all fixed asset additions and disposals during the period:
- Obtain all purchase or sales contracts, including terms of any financing.
- Update fixed asset subledger for additions and disposals by documenting the asset 
description, purchase or sales price, asset or serial number, and date placed in service.

Perform a fixed asset inventory count:
- Determine if any assets are missing or have been previously scrapped.
- Consider if any old or outdated assets should be disposed of.

Record depreciation for the period.

Reconcile subledger asset totals and accumulated depreciation to trial balance.

Record final adjustments to agree inventory per physical count to trial balance.

Consider scrapping old, spoiled or outdated inventory.
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Notes Payable

Equity

General

Review owner transactions and consider whether payments to or from owners were to be 
repaid, or if they were distributions or contributions of capital.  Consider documenting 
transactions with a note agreement with terms or include in Corporate Minutes.

Review comparative balance sheet and income statement and review and explain large 
variances from prior year.

Review major agreements signed during the year including customer or distributor 
agreements, vendor or lease agreements, job contracts or other obligations and document 
any potential liabilities that should be recorded.

Review calculation of accrued payroll and reconcile to the trial balance.

Review calculation of accrued vacation and reconcile to the trial balance.

Review ledger of other accrued items and agree to the trial balance.

Agree principal balance of notes payable:
- Reclassify current portion of long-term debt.
- Verify that interest expense is properly recorded.
- Agree total principal balance to bank statement.

Review all note payable agreements for debt covenants and confirm compliance with all 
covenants.

Confirm prior year equity closing entries were made.

Reconcile accrued sales tax to amounts paid in the subsequent period.
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