
Chapter 8—Recording Adjusting and Closing entries

Objectives: 
· I will calculate and journalize adjusting entries for a service business organized as a proprietorship.

· I will identify permanent and temporary accounts.

· I will journalize closing entries for a service business organized as a proprietorship.

· I will prepare a post-closing trial balance.

· I will be able to list all of the steps in the accounting cycle. 

8-1 Recording Adjusting Entries
Define Adjusting entries—

Why are adjusting entries journalized?___________________________________
__________________________________________________________________

Where is the information obtained to journalize adjusting entries?_____________

__________________________________________________________________

What accounts are increased from zero balances after adjusting entries for supplies and prepaid insurance are journalized and posted? _______________ and ________________________

Record the adjustment to supplies on page 3 of the General Journal
Record the adjustment to prepaid insurance on page 3 of the General Journal
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Section 8-2 Recording closing entries

Define permanent accounts—

What do the ending balances of permanent accounts for one fiscal period represent at the beginning of the next fiscal period?

 Define temporary accounts—

What do the balances of temporary accounts show?

Define closing entries—
List the four closing entries: 

Income Summary—summarizes the closing entries for the revenue and expense accounts.  The income summary does not have a normal balance side, it is determined by the amounts posted to the account at the end of a fiscal period. (revenue greater=net income; expenses greater=net loss)

Income Summary
Debit



Credit

Total expenses


Revenue (greater than expenses)





(credit balance is the net income)

Income Summary

Debit





Credit

Total expenses (greater than revenue)
Revenue

(debit balance is the net loss)




Closing entries, pg 208

Sales closes into ___________________--Do the opposite (sales is normally credit—close it as a debit)

Expenses closes into ________________-- Do the opposite (expenses are normally debit—close it as a credit)

Income Summary closes into ____________—(the difference between revenue and expenses—net income or net loss)

Drawing closes into ________________--(drawing is normally debit—close it as a credit)

After these are recorded in the journal, post them!

Section 8-3 Preparing a Post-Closing Trial Balance

Why are lines drawn in both the Balance Debit and Balance Credit columns when an account has a zero balance? 

Heading:

1.
2. 

3.

Define Post-closing trial balance

Which accounts go on the post-closing trial balance?

List the steps to preparing the Post Closing Trial Balance

Why are temporary accounts omitted from a post-closing trial balance?
Define accounting cycle—

List the steps in the Accounting Cycle:
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