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Cash 49.6/4/00
Petty Cash 1000
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Accts. Pay.—Supply Depot 20000
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Income Summary
Sales 3561500
Advertising Expense 211300
Insurance Expense
Miscellaneous Expense 28100
Rent Expense 310000
Supplies Expense
Utilities Expense
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For Month Ended August 31, 20--
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Revenue:

Sales 100.0

Advertising Expense 00

Insurance Expense 00

i Expense 00

Rent Expense

Supplies Expense 00

Utilities Expense 00

Total Expenses 41.1
Net Income it 58.9
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Balance Sheet
August 31, 20—
Assets Liabilities
Cash Accts. Pay.—Supply Depot 0
Petty Cash 100,00 || Accts. Pay—Thomas Supply Co.
Accts. Rec.—Oakdale School 150,00 | Total Liabilities
Accts. Rec.—Campus Internet Cafe 10000 Owner’s Equity
| Supplies 311000 | Kim Park, Capital 6147400
Prepaid Insurance 110000 |
Total Assets 6|72400 | Total Liab. and Owner’s Eq. 6\7.214/00
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Post-Closing Trial Balance

August 31, 20--
ACCOUNT TITLE oEBIT creDIT
Cash 49 6/4/00
Petty Cash 10000
Accounts Receivable—Oakdale School 151000 |
Accounts Receivable—Campus Internet Cafe 1/0/0.00 |
Supplies 3l1j0.00
Prepaid Insurance 1/1/00.00
Accounts Payable—Supply Depot | |20000]
Accounts Payable—Thomas Supply Co. 5000
Kim Park, Capital 647400
Totals 672400
















Steps in the Accounting Period Cycle





Step 1:  Take information from source documents (5 types = C, R, T, S, M)





Steps in the Accounting Period Cycle
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Step 7:  Create Balance Sheet from totals on Work Sheet using Balance Sheet columns only.   Capital account is only Owner’s Equity account listed (balance is calculated by figuring all items that affect capital ) (that is:  capital balance – drawing + net income or – net loss = new balance listed on Balance Sheet)
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Step 5:  Create Work Sheet from General Ledger totals.  Trial Balance is listed from General ledger totals to prove that Dr = Cr.  Adjustments are made to bring accounts up-to-date.  Totals are transferred over into Income Statement (Revenue and Expense accounts) and Balance Sheet (Asset, Liabilities, and Owner’s Equity accounts) columns.  Calculate Net Income or Net Loss.  





Step 4:  Record Post Reference # in Journal to show amounts have been posted.





Step 3:  Post transactions from Journal (that has been proved) to a General Ledger.  Each account has its own Ledger opened.





Step 2:  Record information from Source Documents on a Journal (each transaction must have at least two accounts and Dr = Cr)





Step 1:  Gather information from Source Documents (5 types – C, R, T, S, M)
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Step 6:  Create Income Statement from totals on Work Sheet using Income Statement columns only.      





(b) 10000





Note:  All accounting reports will have a three line heading.  Each line is as follows:


Name of Company


Name of report creating


Date of report





Step 8:  Record adjustments in Journal from Adjustments column on Work Sheet (exactly as shown in Adjustments column).  Each Adjustment creates a new transaction in the Journal.  Label as Adjusting Entries (new page in Journal directly after proving period end).  Post all Adjusting Entries to the General Ledger.





Step 9:  Record Closing Entries in Journal from totals on Work Sheet.  The order is based on R E I D (Andy Reid, head coach of the Philadelphia Eagles).  It is an acronym for Revenue, Expenses, Income Summary, and Drawing.  The Income Statement Accounts along with Income Summary and Drawing are considered Temporary accounts and are closed at the end of each fiscal period.  The Balance Sheet accounts (assets, liabilities and capital) are considered permanent and keep their balances.  Each Closing Entry of R E I D creates a new transaction in the Journal (there will be 4 transactions).  Label as Closing Entries directly below the Adjusting Entries.  Post all Adjusting Entries to the General Ledger.  Post from the Journal to the General Ledger.





These temporary accounts are being close to a $0 balance.  That means that for each balance in those accounts, an opposite entry should be made to zero it out.  In effect, you are just transferring the amounts in these temporary accounts out of that ledger account into a different ledger account.  The final effect is closing Net Income (Loss) (Revenue – Expenses) to Capital and then Drawing to Capital.  This balance should be the same as what was calculated on the Balance Sheet.





Step 10:  The final step is to create another report to verify that Dr = Cr.  This report is called a Post-Closing Trial Balance (post = after).  Once this is verified, the records are ready to start over for the next Accounting Period Cycle.
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NOTE:  Amounts for the Post-Closing Trial Balance come from the General Ledger (after all Adjusting and Closing Entries have been posted).  This report should only include accounts that have a balance.  These should be the permanent accounts – Assets, Liabilities, and Capital.
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