CLOSING ENTRIES EXPLAINED

CLOSING ENTRIES EXPLAINED: A COMPREHENSIVE GUIDE FOR ACCOUNTANTS AND BUSINESSES

CLOSING ENTRIES EXPLAINED AS A CRITICAL ACCOUNTING PROCESS THAT MARKS THE END OF AN ACCOUNTING PERIOD, ENSURING
THAT ALL TEMPORARY ACCOUNTS ARE ZEROED OUT AND THEIR NET BALANCES ARE TRANSFERRED TO PERMANENT EQUITY
ACCOUNTS. THIS SYSTEMATIC APPROACH IS FUNDAMENTAL TO ACCURATE FINANCIAL REPORTING, PROVIDING A CLEAR
SNAPSHOT OF A COMPANY'S FINANCIAL PERFORMANCE AND POSITION OVER A SPECIFIC TIMEFRAME. UNDERSTANDING CLOSING
ENTRIES IS NOT MERELY AN ACADEMIC EXERCISE;, IT'S A PRACTICAL NECESSITY FOR MAINTAINING HEALTHY FINANCIAL RECORDS,
FACILITATING INFORMED DECISION-MAKING, AND PREPARING FOR AUDITS. THIS ARTICLE WILL DELVE INTO THE INTRICACIES OF
CLOSING ENTRIES, COVERING THEIR PURPOSE, THE TYPES OF ACCOUNTS INVOLVED, THE STEP-BY-STEP PROCESS, AND THE
IMPACT THEY HAVE ON FINANCIAL STATEMENTS.
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WHAT ARE CLOSING ENTRIES?

CLOSING ENTRIES ARE A SET OF ADJUSTING JOURNAL ENTRIES MADE AT THE END OF AN ACCOUNTING PERIOD — TYPICALLY
MONTHLY, QUARTERLY, OR ANNUALLY — TO RESET THE BALANCES OF TEMPORARY ACCOUNTS TO ZERO AND TRANSFER THEIR NET
BALANCES TO PERMANENT EQUITY ACCOUNTS. THESE TEMPORARY ACCOUNTS ARE ALSO KNOWN AS NOMINAL ACCOUNTS AND
INCLUDE REVENUES, EXPENSES, AND DIVIDENDS. PERMANENT ACCOUNTS, ALSO REFERRED TO AS REAL ACCOUNTS, CONSIST OF
ASSETS, LIABILITIES, AND OWNER'S EQUITY. THE ACT OF CLOSING ENTRIES IS WHAT PREPARES THE ACCOUNTING SYSTEM FOR
THE NEXT ACCOUNTING PERIOD, ENSURING THAT FINANCIAL PERFORMANCE IS MEASURED ACCURATELY FOR EACH DISTINCT PERIOD.

W/ ITHOUT THE PROPER APPLICATION OF CLOSING ENTRIES, FINANCIAL STATEMENTS WOULD PRESENT AN ACCUMULATION OF
DATA ACROSS MULTIPLE PERIODS, MAKING IT IMPOSSIBLE TO DISCERN THE PROFITABILITY OR LOSS INCURRED DURING ANY SINGLE
PERIOD. THIS PROCESS IS A CORNERSTONE OF ACCRUAL ACCOUNTING AND IS PERFORMED AFTER ALL OTHER ADJUSTING ENTRIES
HAVE BEEN MADE.

THe PurPosE oF CLOSING ENTRIES

THE PRIMARY PURPOSE OF CLOSING ENTRIES IS TO PREPARE THE BOOKS FOR A NEW ACCOUNTING PERIOD BY TRANSFERRING THE
NET INCOME OR NET LOSS FROM REVENUE AND EXPENSE ACCOUNTS TO THE RETAINED EARNINGS ACCOUNT, WHICH IS PART OF
OWNER'S EQUITY. THIS EFFECTIVELY “CLOSES” OUT THE TEMPORARY ACCOUNTS, ENSURING THEIR BALANCES START AT ZERO
FOR THE SUBSEQUENT PERIOD. THIS ALLOWS FOR A CLEAR AND ACCURATE CALCULATION OF PROFITABILITY FOR EACH
REPORTING PERIOD. FURTHERMOREI CLOSING ENTRIES HELP TO MAINTAIN THE ACCURACY OF THE BALANCE SHEET BY ENSURING
THAT EQUITY ACCOUNTS REFLECT THE CUMULATIVE IMPACT OF THE COMPANY’S OPERATIONS OVER TIME.

ANOTHER CRITICAL PURPOSE IS TO SUPPORT ACCURATE FINANCIAL REPORTING. BY ISOLATING THE RESULTS OF EACH PERIOD,
BUSINESSES CAN ANALYZE TRENDS, MAKE STRATEGIC DECISIONS BASED ON PERFORMANCE, AND COMPLY WITH REPORTING



REQUIREMENTS. THIS PROCESS IS INTEGRAL TO UNDERSTANDING A COMPANY'S FINANCIAL HEALTH AND PERFORMANCE OVER TIME.

TyPes oF ACCOUNTS INVOLVED IN CLOSING ENTRIES

THE ACCOUNTS AFFECTED BY CLOSING ENTRIES ARE CATEGORIZED AS TEMPORARY ACCOUNTS. THESE ACCOUNTS TRACK
FINANCIAL ACTIVITY WITHIN A SINGLE ACCOUNTING PERIOD AND MUST BE RESET AT THE END OF EACH PERIOD. UUNDERSTANDING
THESE CATEGORIES IS CRUCIAL FOR CORRECTLY EXECUTING THE CLOSING PROCESS.

ReVENUE ACCOUNTS

REVENUE ACCOUNTS REPRESENT INCOME EARNED BY THE BUSINESS FROM ITS OPERATIONS. EXAMPLES INCLUDE SALES REVENUE,
SERVICE REVENUE, AND INTEREST INCOME. AT THE END OF AN ACCOUNTING PERIOD, THE BALANCES IN THESE ACCOUNTS ARE
CLOSED TO AN INCOME SUMMARY ACCOUNT, WHICH THEN TRANSFERS THE TOTAL REVENUE TO RETAINED EARNINGS.

ExPENSE ACCOUNTS

EXPENSE ACCOUNTS REPRESENT THE COSTS INCURRED BY THE BUSINESS IN GENERATING REVENUE. THIS INCLUDES OPERATING
EXPENSES LIKE SALARIES, RENT, UTILITIES, AND COST OF GOODS SOLD. LIKE REVENUE ACCOUNTS, EXPENSE ACCOUNTS ARE
CLOSED TO THE INCOME SUMMARY ACCOUNT, WHICH ULTIMATELY IMPACTS RETAINED EARNINGS.

DIVIDENDS ACCOUNTS

THE DIVIDENDS ACCOUNT REPRESENTS DISTRIBUTIONS OF EARNINGS TO SHAREHOLDERS. WHILE NOT AN EXPENSE, IT DIRECTLY
REDUCES OWNER'S EQUITY. DIVIDENDS ACCOUNTS ARE CLOSED DIRECTLY TO RETAINED EARNINGS, REDUCING THE EQUITY
BALANCE.

INCOME SUMMARY ACCOUNT

THE INCOME SUMMARY ACCOUNT IS A TEMPORARY CLEARING ACCOUNT USED IN THE CLOSING PROCESS. |T IS USED TO
ACCUMULATE THE TOTAL REVENUES AND TOTAL EXPENSES FOR THE PERIOD. THE NET BALANCE IN THE INCOME SUMMARY
ACCOUNT (REVENUES MINUS EXPENSES) REPRESENTS THE NET INCOME OR NET LOSS FOR THE PERIOD. THIS BALANCE IS THEN
TRANSFERRED TO THE RETAINED EARNINGS ACCOUNT.

THe CLOSING PrOCESS: A STEP-BY-STEP BREAKDOWN

THE CLOSING PROCESS INVOLVES A SPECIFIC SEQUENCE OF JOURNAL ENTRIES TO PROPERLY ZERO OUT TEMPORARY ACCOUNTS
AND UPDATE PERMANENT EQUITY ACCOUNTS. FOLLOWING THESE STEPS SYSTEMATICALLY ENSURES ACCURACY AND COMPLIANCE
WITH ACCOUNTING PRINCIPLES.

STeP 1: CLoSE REVENUE ACCOUNTS TO INCOME SUMMARY

THE FIRST STEP IS TO DEBIT ALL REVENUE ACCOUNTS FOR THEIR ENDING BALANCES AND CREDIT THE INCOME SUMMARY ACCOUNT.
THIS TRANSFERS THE TOTAL REVENUE FOR THE PERIOD INTO THE INCOME SUMMARY ACCOUNT.



STeP 2: CLOSE EXPENSE ACCOUNTS TO INCOME SUMMARY

NEXT, ALL EXPENSE ACCOUNTS ARE DEBITED FOR THEIR ENDING BALANCES, AND THE INCOME SUMMARY ACCOUNT IS CREDITED FOR
THE TOTAL EXPENSES. THIS MOVES THE TOTAL EXPENSES FOR THE PERIOD INTO THE INCOME SUMMARY ACCOUNT, OFFSETTING
THE REVENUES.

STEP 3: CLOSE INCOME SUMMARY TO RETAINED EARNINGS

AFTER REVENUES AND EXPENSES HAVE BEEN CLOSED TO THE INCOME SUMMARY, THE NET BALANCE IN THE INCOME SUMMARY
ACCOUNT REPRESENTS THE NET INCOME OR NET LOSS FOR THE PERIOD. THIS BALANCE IS THEN TRANSFERRED TO THE RETAINED
EARNINGS ACCOUNT. IF THERE IS A NET INCOME, THE INCOME SUMMARY IS DEBITED AND RETAINED EARNINGS ARE CREDITED. IF THERE
IS A NET LOSS, THE INCOME SUMMARY IS CREDITED AND RETAINED EARNINGS ARE DEBITED.

STEP 4: CLosE DIVIDENDS To RETAINED EARNINGS

FINALLY, THE DIVIDENDS ACCOUNT IS CLOSED TO RETAINED EARNINGS. THE DIVIDEND ACCOUNT IS DEBITED FOR ITS BALANCE, AND
RETAINED EARNINGS IS CREDITED FOR THE SAME AMOUNT. THIS REDUCES OWNER'S EQUITY BY THE AMOUNT OF DIVIDENDS
DISTRIBUTED TO SHAREHOLDERS.

JOURNALIZING CLOSING ENTRIES

JOURNALIZING CLOSING ENTRIES INVOLVES CREATING SPECIFIC JOURNAL ENTRIES IN THE GENERAL JOURNAL TO RECORD THE
TRANSACTIONS DESCRIBED IN THE CLOSING PROCESS. EACH CLOSING ENTRY IS RECORDED AS A STANDARD JOURNAL ENTRY, WITH
DEBITS AND CREDITS ALIGNING TO ZERO OUT THE TEMPORARY ACCOUNTS.

FOR EXAMPLE, IF A COMPANY HAD TOTAL REVENUES oF $ 100,000 AND TOTAL EXPENSES OF $60,000, AND PAID DIVIDENDS
of $10,000, THE JOURNAL ENTRIES WOULD LOOK LIKE THIS:

DesIT SaLEs Revenue $100,000; CrepiT INncoMe Summary $100,000

DeeIT INcoME SumMary $60,000; CrepIT vARIoUS Expense Accounts $60,000

DesiT INcoMe Summary $40,000; CrepiT ReTAINED EARNINGS $40,000 (REPRESENTING NET INCOME)

DesIT RETAINED EARNINGS $10,000; CrepiT Divipenns $10,000

PosTING CLOSING ENTRIES

ONCEJOURNALIZED, THESE CLOSING ENTRIES MUST BE POSTED TO THE GENERAL LEDGER. POSTING INVOLVES TRANSFERRING THE
DEBIT AND CREDIT AMOUNTS FROM THE JOURNAL TO THE RESPECTIVE ACCOUNTS IN THE LEDGER. THIS UPDATES THE BALANCES
OF THE AFFECTED ACCOUNTS, ENSURING THAT TEMPORARY ACCOUNTS SHOW A ZERO BALANCE AND THAT THE RETAINED
EARNINGS ACCOUNT REFLECTS THE CUMULATIVE IMPACT OF THE PERIOD’S NET INCOME OR LOSS AND DIVIDENDS.

AFTER POSTING, A POST-CLOSING TRIAL BALANCE IS PREPARED. THIS TRIAL BALANCE ONLY INCLUDES PERMANENT ACCOUNTS
(ASSETS, LIABILITIES, AND EQUITY) TO VERIFY THAT ALL DEBITS EQUAL ALL CREDITS AFTER THE CLOSING PROCESS IS
COMPLETE.



THE IMPACT oF CLOSING ENTRIES ON FINANCIAL STATEMENTS

CLOSING ENTRIES HAVE A DIRECT AND SIGNIFICANT IMPACT ON FINANCIAL STATEMENTS. THE PROCESS ENSURES THAT THE INCOME
STATEMENT ACCURATELY REFLECTS THE REVENUES AND EXPENSES FOR THE PERIOD, LEADING TO THE CALCULATION OF NET
INCOME OR NET LOSS. THIS NET INCOME OR LOSS IS THEN TRANSFERRED TO THE BALANCE SHEET, SPECIFICALLY IMPACTING THE
OWNER'S EQUITY SECTION THROUGH THE RETAINED EARNINGS ACCOUNT. W/ ITHOUT CLOSING ENTRIES, THE INCOME STATEMENT

W OULD BE MEANINGLESS FOR A SPECIFIC PERIOD, AND THE BALANCE SHEET'S EQUITY SECTION WOULD NOT ACCURATELY REFLECT
THE CUMULATIVE EARNINGS RETAINED BY THE BUSINESS.

THE RETAINED EARNINGS ACCOUNT ON THE BALANCE SHEET IS ESSENTIALLY THE ACCUMULATION OF ALL PAST NET INCOME NOT
DISTRIBUTED AS DIVIDENDS. CLOSING ENTRIES ARE THE MECHANISM THAT UPDATES THIS ACCUMULATION. SUBSEQUENTLY, THE
CLOSING OF RETAINED EARNINGS TO ITSELF AFTER THE NET INCOME/LOSS AND DIVIDEND ENTRIES ENSURES THAT THE BEGINNING
BALANCE OF RETAINED EARNINGS FOR THE NEXT PERIOD IS THE CORRECT ENDING BALANCE FROM THE PRIOR PERIOD.

SpeciAL CoNSIDERATIONS FOR CLOSING ENTRIES

W/HILE THE GENERAL PROCESS REMAINS CONSISTENT, CERTAIN BUSINESS STRUCTURES OR SPECIFIC ACCOUNTING TREATMENTS
MIGHT NECESSITATE SPECIAL CONSIDERATIONS. FOR SOLE PROPRIETORSHIPS AND PARTNERSHIPS, THE CLOSING PROCESS WOULD
INVOLVE CLOSING REVENUES AND EXPENSES TO THE OWNER'S CAPITAL ACCOUNTS OR DRAWINGS ACCOUNTS, RATHER THAN A
SINGLE RETAINED EARNINGS ACCOUNT. CORPORATIONS, HOWEVER, USE THE RETAINED EARNINGS ACCOUNT AS THE PRIMARY
VEHICLE FOR THESE TRANSFERS.

MOREOVER, BUSINESSES THAT USE DIFFERENT ACCOUNTING METHODS, SUCH AS THE CASH BASIS VERSUS ACCRUAL BASIS, WILL
HAVE VARIATIONS IN WHICH ACCOUNTS ARE DEEMED TEMPORARY AND THUS SUBJECT TO CLOSING. THE ACCRUAL BASIS, WHICH
IS MORE COMMON FOR LARGER BUSINESSES AND IS REQUIRED FOR EXTERNAL FINANCIAL REPORTING, NECESSITATES THE
COMPREHENSIVE CLOSING OF ALL REVENUE AND EXPENSE ACCOUNTS.

CoMMoN MisTakes To Avolb IN CLOSING ENTRIES

SEVERAL COMMON MISTAKES CAN OCCUR DURING THE CLOSING PROCESS, LEADING TO INACCURACIES IN FINANCIAL STATEMENTS.
ONE FREQUENT ERROR IS FAILING TO CLOSE ALL TEMPORARY ACCOUNTS. THIS CAN HAPPEN IF AN ACCOUNT WAS NOT PROPERLY
IDENTIFIED AS TEMPORARY OR IF AN ENTRY WAS MISSED. ANOTHER MISTAKE IS INCORRECT JOURNALIZING OR POSTING, SUCH AS
REVERSING DEBITS AND CREDITS OR POSTING TO THE WRONG ACCOUNTS.

A CRITICAL ERROR IS NOT PROPERLY CALCULATING NET INCOME OR LOSS BEFORE CLOSING TO RETAINED EARNINGS. THIS OFTEN

STEMS FROM ERRORS IN THE INCOME STATEMENT ITSELF OR IN THE EARLIER ADJUSTING ENTRIES. FINALLY, FORGETTING TO CLOSE

THE DIVIDENDS ACCOUNT TO RETAINED EARNINGS CAN MISREPRESENT THE TOTAL OWNER'S EQUITY. DILIGENCE AND A THOROUGH
REVIEW PROCESS ARE ESSENTIAL TO PREVENT THESE ISSUES.

THE RoLE oF CLOSING ENTRIES IN AUDITING

AUDITORS RELY HEAVILY ON THE PROPER EXECUTION OF CLOSING ENTRIES. THEY REVIEW THESE ENTRIES TO ENSURE THAT THE
FINANCIAL STATEMENTS ACCURATELY REFLECT THE COMPANY'S FINANCIAL PERFORMANCE AND POSITION FOR THE PERIOD.
AUDITORS WILL VERIFY THAT ALL TEMPORARY ACCOUNTS HAVE BEEN CLOSED AND THAT THE BALANCES HAVE BEEN
TRANSFERRED CORRECTLY TO PERMANENT EQUITY ACCOUNTS. THE POST-CLOSING TRIAL BALANCE IS A KEY DOCUMENT
EXAMINED DURING AN AUDIT TO CONFIRM THE ACCURACY OF THE LEDGER AFTER THE CLOSING PROCESS.

THIS PROCESS ALSO HELPS AUDITORS IDENTIFY POTENTIAL IRREGULARITIES OR ERRORS THAT MAY HAVE OCCURRED



THROUGHOUT THE ACCOUNTING PERIOD. BY VERIFYING THE INTEGRITY OF THE CLOSING ENTRIES, AUDITORS CAN GAIN CONFIDENCE
IN THE OVERALL RELIABILITY OF THE FINANCIAL RECORDS.

W HY CLOSING ENTRIES ARE ESSENTIAL FOR BUSINESS SUCCESS

CLOSING ENTRIES ARE FAR MORE THAN A PROCEDURAL ACCOUNTING STEP, THEY ARE FOUNDATIONAL TO SOUND FINANCIAL
MANAGEMENT AND, CONSEQUENTLY, BUSINESS SUCCESS. THEY PROVIDE THE CLARITY NEEDED TO ASSESS PROFITABILITY,
UNDERSTAND THE PERFORMANCE DRIVERS, AND MAKE INFORMED STRATEGIC DECISIONS. W/ ITHOUT ACCURATE PERIOD-END
CLOSINGS, BUSINESSES OPERATE WITH AN INCOMPLETE AND POTENTIALLY MISLEADING VIEW OF THEIR FINANCIAL HEALTH,
HINDERING THEIR ABILITY TO ADAPT TO MARKET CHANGES, MANAGE RESOURCES EFFECTIVELY, AND ACHIEVE SUSTAINABLE
GROWTH.

THE ABILITY TO GENERATE TIMELY AND ACCURATE FINANCIAL REPORTS, SUPPORTED BY WELL-EXECUTED CLOSING ENTRIES,
EMPOWERS STAKEHOLDERS TO HAVE CONFIDENCE IN THE COMPANY'S FINANCIAL REPORTING AND OUTLOOK. THIS TRANSPARENCY
IS VITAL FOR SECURING INVESTMENTS, OBTAINING LOANS, AND MAINTAINING TRUST WITH ALL PARTIES INVOLVED.

Q: \WHAT IS THE DIFFERENCE BETWEEN CLOSING ENTRIES AND ADJUSTING ENTRIES?

A: ADJUSTING ENTRIES ARE MADE AT THE END OF AN ACCOUNTING PERIOD TO RECORD REVENUES THAT HAVE BEEN EARNED BUT
NOT YET RECORDED AND EXPENSES THAT HAVE BEEN INCURRED BUT NOT YET RECORDED, TO ENSURE THAT FINANCIAL
STATEMENTS REFLECT THE ACCRUAL BASIS OF ACCOUNTING. CLOSING ENTRIES, ON THE OTHER HAND, ARE MADE AFTER
ADJUSTING ENTRIES TO ZERO OUT TEMPORARY ACCOUNTS AND TRANSFER THEIR BALANCES TO PERMANENT EQUITY ACCOUNTS,
THEREBY PREPARING THE BOOKS FOR THE NEXT ACCOUNTING PERIOD.

QZ CAN CLOSING ENTRIES BE MADE AT ANY TIME DURING THE ACCOUNTING PERIOD?

A: NO, CLOSING ENTRIES ARE SPECIFICALLY DESIGNED TO BE MADE AT THE END OF AN ACCOUNTING PERIOD. THIS IS BECAUSE
THEIR PURPOSE IS TO SUMMARIZE THE FINANCIAL ACTIVITIES OF THAT SPECIFIC PERIOD AND RESET THE ACCOUNTS FOR THE
SUBSEQUENT ONE. MAKING THEM MID-PERIOD WOULD DISTORT THE FINANCIAL PICTURE.

Q: WHAT HAPPENS IF A BUSINESS FORGETS TO MAKE CLOSING ENTRIES?

A: IF A BUSINESS FORGETS TO MAKE CLOSING ENTRIES, THE BALANCES IN REVENUE, EXPENSE, AND DIVIDEND ACCOUNTS WILL
CARRY OVER TO THE NEXT ACCOUNTING PERIOD. THIS WOULD RESULT IN INCORRECT FINANCIAL STATEMENTS FOR BOTH THE
CURRENT AND FUTURE PERIODS, AS THEY WOULD NOT ACCURATELY REFLECT THE PERFORMANCE OF EACH INDIVIDUAL PERIOD.

QI ARE CLOSING ENTRIES REQUIRED FOR ALL TYPES OF BUSINESSES?

A: YES, CLOSING ENTRIES ARE A FUNDAMENTAL PART OF ACCRUAL ACCOUNTING AND ARE REQUIRED FOR VIRTUALLY ALL
BUSINESSES THAT PREPARE FINANCIAL STATEMENTS USING THIS METHOD, REGARDLESS OF THEIR SIZE OR LEGAL STRUCTURE (SOLE
PROPRIETORSHIP, PARTNERSHIP, CORPORATION). BUSINESSES USING A PERPETUAL INVENTORY SYSTEM AND THE CASH BASIS OF
ACCOUNTING MIGHT HAVE SLIGHTLY DIFFERENT APPROACHES OR FEWER TEMPORARY ACCOUNTS TO CLOSE, BUT THE PRINCIPLE
OF PERIOD-END SUMMARIZATION STILL APPLIES.

QZ How DO CLOSING ENTRIES AFFECT RETAINED EARNINGS?

A: CLOSING ENTRIES DIRECTLY IMPACT RETAINED EARNINGS. NET INCOME FOR THE PERIOD INCREASES RETAINED EARNINGS, WHILE
NET LOSS DECREASES IT. DIVIDENDS PAID TO SHAREHOLDERS ALSO DECREASE RETAINED EARNINGS. ESSENTIALLY/ RETAINED



EARNINGS REPRESENT THE CUMULATIVE PROFITS OF THE COMPANY THAT HAVE NOT BEEN DISTRIBUTED AS DIVIDENDS.

Q: WHAT IS THE “INCOME SUMMARY" ACCOUNT, AND WHY IS IT USED?

A: THE INCOME SUMMARY ACCOUNT IS A TEMPORARY CLEARING ACCOUNT USED IN THE CLOSING PROCESS. IT ACTS AS AN
INTERMEDIARY TO CONSOLIDATE ALL REVENUES AND EXPENSES FOR THE PERIOD. BY CLOSING REVENUES AND EXPENSES TO THE
INCOME SUMMARY FIRST, IT SIMPLIFIES THE PROCESS OF DETERMINING THE NET INCOME OR LOSS BEFORE TRANSFERRING IT TO
RETAINED EARNINGS.

Q: CAN CLOSING ENTRIES BE MADE ON A MONTHLY BASIS?

A: YES/ CLOSING ENTRIES CAN BE MADE MONTHLY, QUARTERLY, OR ANNUALLY , DEPENDING ON THE COMPANY'S REPORTING CYCLE
AND INTERNAL NEEDS. MANY BUSINESSES PERFORM MONTHLY CLOSINGS TO MAINTAIN UP-TO-DATE FINANCIAL INFORMATION FOR
MANAGEMENT REVIEW AND DECISION-MAKING.

Q: WHAT IS THE POST-CLOSING TRIAL BALANCE?

A: THE POST-CLOSING TRIAL BALANCE IS A LIST OF ALL PERMANENT ACCOUNTS <ASSETS, LIABILITIES, AND EQUITY) AND THEIR
BALANCES AFTER ALL CLOSING ENTRIES HAVE BEEN POSTED. |TS PURPOSE IS TO ENSURE THAT THE TOTAL DEBITS EQUAL THE
TOTAL CREDITS IN THE GENERAL LEDGER AFTER THE CLOSING PROCESS IS COMPLETE, CONFIRMING THE ACCURACY OF THE LEDGER.
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