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The December 31, 2021, Post-closing Trial Balance For Strong Corporation Is
Presented Below: Accounts is a crucial financial statement that provides
insights into the company's financial position after closing all temporary
accounts at the end of the fiscal year. Understanding this document is
essential for accountants, financial analysts, auditors, and business owners
to ensure the accuracy of the company's books and to facilitate subsequent
financial analysis and decision-making.

Understanding the Post-closing Trial Balance

What Is a Post-closing Trial Balance?

A post-closing trial balance is a statement prepared after journal entries
for closing entries are posted. Its primary purpose is to verify that all
temporary accounts—such as revenues, expenses, and dividends—have been closed
properly, and only permanent accounts (assets, liabilities, and equity)
remain. The trial balance ensures that the accounting equation (Assets =
Liabilities + Shareholders' Equity) remains balanced after closing the books.

Importance of the December 31, 2021, Post-closing
Trial Balance

Preparing a post-closing trial balance at year-end serves several vital
functions:

e Verifies the accuracy of the closing entries

e Ensures ledger balances are correct before preparing financial
statements

e Provides a starting point for the next fiscal year's accounting cycle

e Helps identify any discrepancies or errors that need correction



Key Components of Strong Corporation’s Post-
closing Trial Balance

Assets

Assets are resources owned by Strong Corporation that have economic value.
Typical asset accounts include:

e Cash and Cash Equivalents

Accounts Receivable

Inventory

Prepaid Expenses

Property, Plant, and Equipment

Intangible Assets

These accounts reflect the company's resources available to generate revenue.

Liabilities
Liabilities represent obligations that Strong Corporation must settle in the
future. Common liability accounts are:

e Accounts Payable

* Notes Payable

e Accrued Expenses

e Deferred Revenue

Liabilities indicate the company's debts and financial commitments.

Shareholders’ Equity

Shareholders’ equity accounts show the residual interest in the assets after
liabilities are deducted. These include:

e Common Stock

e Retained Earnings



e Additional Paid-in Capital

Equity accounts reflect the owners' claims and the company's accumulated
earnings.

Interpreting Strong Corporation’s Post-closing
Trial Balance

Balance Verification
The primary purpose of the post-closing trial balance is to verify that the
total debits equal total credits. When reviewing Strong Corporation’s trial
balance, ensure:

e All asset and liability accounts are accurately listed

e Debits and credits sum to the same total

e No temporary accounts (revenues, expenses, dividends) appear, confirming
they are closed

Assessing Financial Health

Analyzing the balances of assets, liabilities, and equity provides a snapshot
of the company's financial health at year-end:

e High asset balances relative to liabilities might indicate strong
liquidity

e Significant liabilities could suggest leverage or debt dependency

e Retained earnings reflect profitability and dividend policies

How to Prepare the Post-closing Trial Balance
for Strong Corporation



Step-by-step Process

Preparing the post-closing trial balance involves several steps:

1. Close temporary accounts (revenues, expenses, dividends) by transferring
balances to Retained Earnings

2. Post the closing entries to the ledger accounts
3. Ensure all temporary accounts have zero balances
4. List all remaining accounts with their adjusted balances

5. Sum the debit and credit columns to verify they are equal

Sample Format of the Trial Balance

A typical post-closing trial balance for Strong Corporation might look like
this:

Account Name Debit Credit
Cash $100,000
Accounts Receivable $50,000
Inventory $75,000
Property, Plant, and Equipment | $200,000
Accounts Payable $40,000
Notes Payable $60,000
Common Stock $100,000
Retained Earnings $125,000
Total $425. 000 $425,000




Common Errors to Watch for in Post-closing
Trial Balance

Unclosed Temporary Accounts

If revenues or expenses are not closed properly, they may still appear in the
trial balance, distorting the true financial position.

Incorrect Closing Entries

Errors in journal entries transferring balances to Retained Earnings can lead
to incorrect account balances.

Data Entry Mistakes

Misrecorded figures, such as transposing numbers or posting to wrong
accounts, can cause discrepancies.

Omission of Accounts

Failure to include all ledger balances results in an incomplete trial
balance.

Importance for Financial Reporting and Analysis

Foundation for Financial Statements

The post-closing trial balance provides the foundation for preparing the
balance sheet, income statement, statement of cash flows, and statement of
shareholders’ equity.

Facilitates Audit Readiness

A balanced trial balance simplifies audits and internal reviews by confirming
the correctness of ledger balances.

Supports Decision-Making

Accurate account balances enable management to make informed operational and
strategic decisions.



Conclusion

The December 31, 2021, post-closing trial balance for Strong Corporation is
an essential document that encapsulates the company’s financial position
after the closing process. It ensures that all temporary accounts are
properly closed, and only permanent accounts remain, providing a clear
starting point for the new fiscal year. Proper preparation, review, and
understanding of this trial balance are vital for accurate financial
reporting, compliance, and strategic planning. By meticulously verifying
account balances and ensuring the integrity of the ledger, Strong Corporation
can maintain transparency and uphold financial accuracy, fostering
stakeholder confidence and supporting long-term growth.

Frequently Asked Questions

What is the purpose of a post-closing trial balance
for Strong Corporation as of December 31, 20217

The post-closing trial balance ensures that all temporary accounts have been
closed properly and that total debits equal total credits, confirming the
accuracy of the ledger after closing entries are made.

Which accounts typically appear on the December 31,
2021, post-closing trial balance for Strong
Corporation?

Permanent accounts such as assets, liabilities, and equity accounts are
listed, while temporary accounts like revenues and expenses are closed and do
not appear on the post-closing trial balance.

How does the post-closing trial balance differ from
the adjusted trial balance for Strong Corporation?

The post-closing trial balance only includes permanent accounts after closing
entries, whereas the adjusted trial balance includes all accounts with
adjustments before closing, including temporary accounts.

What is the significance of ensuring that total
debits equal total credits in the post-closing trial
balance?

It confirms that the ledger is in balance after closing entries, indicating
that the accounting equation remains intact and that the books are accurate.



In the context of Strong Corporation's December 31,
2021, trial balance, what could cause discrepancies
between debits and credits?

Discrepancies could be caused by data entry errors, omissions, double
entries, or incorrect closing entries that need to be identified and
corrected.

How can the post-closing trial balance assist in
preparing financial statements for Strong
Corporation?

It provides a verified list of all permanent accounts and their balances,
serving as a reliable basis for preparing the balance sheet and other
financial statements.

What role do closing entries play in preparing the
December 31, 2021, post-closing trial balance for
Strong Corporation?

Closing entries transfer balances from temporary accounts to retained
earnings or other equity accounts, ensuring temporary accounts are reset for
the new period and only permanent accounts remain.

If Strong Corporation's post-closing trial balance
does not balance, what steps should be taken?

The accountant should review the closing entries, verify account balances,
check for data entry errors, and ensure that all debits equal credits,
correcting any discrepancies found.

Why are temporary accounts not included in the post-
closing trial balance for Strong Corporation?

Temporary accounts like revenues and expenses are closed at the end of the
period to reset their balances to zero, so they do not appear in the post-
closing trial balance which focuses on permanent accounts.

What information from the post-closing trial balance
is most useful for internal management of Strong
Corporation?

It provides a clear snapshot of the company's assets, liabilities, and equity
at year-end, aiding management in financial analysis, decision-making, and
planning for the upcoming period.



Additional Resources

Post-Closing Trial Balance Analysis for Strong Corporation as of December 31,
2021

Understanding the financial health of a corporation like Strong Corporation
hinges critically on the accuracy and completeness of its post-closing trial
balance. As of December 31, 2021, the presentation of the post-closing trial
balance offers valuable insights into the company's financial position after
the closing entries have been made. This review aims to dissect the
components, significance, and implications of Strong Corporation's post-
closing trial balance, providing a comprehensive understanding of its role in
financial analysis.

What Is a Post-Closing Trial Balance?

Before delving into the specifics of Strong Corporation's figures, it's
essential to clarify what a post-closing trial balance represents.

Definition:

A post-closing trial balance is a list of all the general ledger accounts and
their balances after closing entries have been posted. It is prepared to
verify that total debits equal total credits, ensuring the ledger's accuracy
and completeness at the end of an accounting period.

Purpose:

- To confirm the ledger's equality after closing entries.

- To serve as the basis for preparing financial statements.

- To identify any discrepancies or errors that need correction before
financial reporting.

Timing:
It is prepared immediately after closing entries, typically on the last day
of the fiscal period, in this case, December 31, 2021.

Structure of the Post-Closing Trial Balance for
Strong Corporation

The presentation of Strong Corporation’s post-closing trial balance
encompasses various accounts categorized broadly into assets, liabilities,
and equity. The typical layout includes:



- Assets: Cash, Accounts Receivable, Inventory, Prepaid Expenses, Property,
Plant, and Equipment, Investments, etc.

- Liabilities: Accounts Payable, Notes Payable, Accrued Expenses, Deferred
Revenue, etc.

- Stockholders’ Equity: Common Stock, Retained Earnings, Additional Paid-In
Capital, etc.

Key Points:

- All temporary accounts (revenues, expenses, dividends) are closed to
retained earnings, so only permanent accounts appear.

- The balances should reflect the true ending balances after all adjusting
and closing entries.

Deep Dive into the Accounts of Strong
Corporation

Assets

1. Cash and Cash Equivalents

- Represents liquid assets available for operational needs.

- A healthy cash balance indicates good liquidity, but excessive cash might
suggest underutilized resources.

2. Accounts Receivable

- Reflects sales made on credit that are yet to be collected.

- Analyzing its balance can reveal the company's credit policy effectiveness
and potential collection issues.

3. Inventory

- Represents goods available for sale.

- Its valuation impacts gross profit and net income; excess inventory might
suggest overstocking or obsolescence.

4. Prepaid Expenses

- Payments made in advance for services or goods to be received in future
periods.

- Proper recognition ensures expenses are matched with revenues.

5. Property, Plant, and Equipment (PP&E)

- Long-term assets used in operations, recorded at historical cost minus
accumulated depreciation.

- The balance indicates the company's investment in operational
infrastructure.

Considerations:
- Review depreciation policies to ensure accurate matching.



- Evaluate any impairment or revaluation adjustments.
Liabilities
1. Accounts Payable

Amounts owed to suppliers for goods and services received.
Short-term liabilities; high balances might impact liquidity.

2. Notes Payable

Formal debt obligations, often long-term.

The structure and terms influence the company's leverage and financial
stability.

3. Accrued Expenses
Expenses incurred but not yet paid, such as wages or taxes.
Proper accrual ensures expenses are recognized in the correct period.

4. Deferred Revenue

- Funds received before revenue is earned; e.g., subscriptions or service
contracts.

- Recognizing revenue appropriately aligns with revenue recognition
principles.

Equity
1. Common Stock

Represents ownership shares issued to shareholders.
Changes from issuance or repurchase influence equity.

2. Retained Earnings

Cumulative net income minus dividends paid.

Reflects the company's accumulated profitability and retained capital for
growth.

3. Additional Paid-In Capital
- Excess over par value paid by investors when shares are issued.

Implications of the Post-Closing Trial Balance
for Financial Analysis

1. Confirming Accuracy and Completeness

The primary purpose of the post-closing trial balance is to ensure that the
ledger’s debits equal credits, affirming that the books are balanced after
all closing entries. Any imbalance could indicate errors in recording or
posting, necessitating further review.



2. Foundation for Financial Statements

Since the trial balance presents only permanent accounts, it serves as the
starting point for preparing the balance sheet and statement of retained
earnings. Accurate balances ensure these financial statements reflect the
true financial position.

3. Assessing Liquidity and Solvency

By analyzing asset and liability balances, stakeholders can evaluate Strong
Corporation’s ability to meet short-term obligations (liquidity) and long-
term financial stability (solvency). For instance:

- A high cash or receivables balance suggests liquidity.
- Significant long-term liabilities may indicate leverage levels.

4. Equity Position and Retained Earnings

Changes in retained earnings, as reflected in the trial balance, reveal
profitability trends. A substantial retained earnings balance indicates
accumulated profits, but if it’s negative or declining, it may signal
underlying issues.

5. Asset Management and Investment Decisions
Examining property and inventory balances can inform decisions related to
asset utilization, capital expenditure needs, or inventory management.

Analyzing Key Accounts: A Closer Look

Assets

- Cash:
- Stability in cash balances reflects effective cash management.
- Sudden increases or decreases warrant investigation into cash flows.

- Accounts Receivable:
- The aging of receivables can reveal collection issues.
- High balances relative to sales could indicate credit risk.

- Inventory:
- Inventory turnover ratios help assess efficiency.
- Excess inventory may tie up capital and increase holding costs.

- PP&E:

- The net book value indicates the company's investment in operational
capacity.

- Depreciation methods impact asset valuation and expense recognition.

Liabilities



- Accounts Payable:
- Analyzing days payable outstanding (DP0O) helps assess payment practices.
- Increasing payables might indicate cash flow constraints.

- Notes Payable and Long-term Debt:
- Evaluate debt-to-equity ratios to understand leverage.
- Interest obligations impact profitability and cash flow.

Equity

- Retained Earnings:
- Changes result from net income and dividend payments.
- Negative retained earnings could point to cumulative losses.

- Stockholders’ Equity Trends:
- Issuance or repurchase of shares affects ownership structure and equity
balances.

Critical Considerations in Interpreting the
Post-Closing Trial Balance

1. Accuracy of Closing Entries

Errors in closing entries, such as incorrect transfer of net income or
dividends to retained earnings, can distort the equity balances, impacting
financial analysis.

2. Consistency in Accounting Policies
Consistency in valuation methods, depreciation, inventory costing, and
revenue recognition ensures comparability over periods.

3. Impact of Non-Operating Items

While the trial balance focuses on permanent accounts, understanding the
influence of non-operating items, such as gains or losses on asset sales, is
vital when interpreting income trends.

4. External Factors
Economic conditions, industry trends, and regulatory changes can influence
account balances and should be considered in analysis.

5. Limitations

Does not show detailed transaction-level data.

Cannot reveal cash flow issues directly.

Requires supplementary information for comprehensive analysis.



Conclusion: The Value of the Post-Closing Trial
Balance for Strong Corporation

The December 31, 2021, post-closing trial balance of Strong Corporation is
more than just a list of account balances; it is a snapshot of the company's
financial foundation at year-end. It confirms that the ledger is balanced
after closing entries, provides essential data for preparing financial
statements, and aids stakeholders in assessing financial health, liquidity,
and operational efficiency.

A meticulous review of this trial balance can unearth insights into asset
management, debt levels, profitability, and equity structure. For investors,
creditors, and management alike, understanding the nuances of this document
enables informed decision-making, strategic planning, and financial
stewardship.

In summary, Strong Corporation’s post-closing trial balance is a critical
financial tool that encapsulates the culmination of a year's worth of
accounting activities. Its proper preparation and analysis are fundamental to
maintaining transparency, accuracy, and integrity in financial reporting,
ultimately fostering trust and confidence among all stakeholders involved.
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