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Learning objectives: 0 AL

* 1 Differentiate between cash basis accounting and accrual basis accounting

* 2 Define and apply the time period concept, revenue recognition, and matching

principles
* 3 Explain the purpose of and journalize and post adjusting entries

* 4 Explain the purpose of and prepare an adjusted trial balance

* 5 ldentify the impact of adjusting entries on the financial statements

3
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Explain the purpose of and journalize and post adjusting entries
“exercises”



Identifying types of adjusting entries

A seleet st of transactions for Anuradha’s Goals follows:

Apr. 1
10

15
16
30
30

Paid six months of rent, $4,800.

Received $1,200 from customer for sie-month service contract that
began April 1.

Purchased a computer for $1,000.

Purchased $300 of office supplies on account.

Work performed but not yet billed to customer, $500.

Employees earmned $600 in salanes that will be paid May 2.

For each transaction, identify what type of adjusting entry would be necded. Select

from the following four types of adjusting entrics: deferred expense, deferred revenue,

acerued expense, and accrued revenue,

MIDOCEA|
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April 1:
10:
15:
18:
30:
30:

Deferred expense
Deferred revenue
Deferred expense
Deferred expense
Accrued revenue
Accrued expense



Journalizing and posting adjusting entries for prepaid rent
Om September 1, Big Fan of Toledo prepaid siv months of rent, $3,300. MIDOCEA l
Requirements UN|VER5|TY|
1. Record the journal entry for the September 1 payment.

2. Record the adjusting entry required at September 30

3. Using T-accounts, post the journal entry and adjusting entry to the aceounts
imvolved and show their balances at September 300 (Ignore the Cash account.)

Reguirement 1

Requirement 3
Date Accounts and Explanation Debat Crednt
Sep. 1 Prepaid Rent 3.300 Prepaid Rent Rent Expense
Cash 3.300 Sep.1 3300]550 Sep.30 Sep. 30 550
To record rent paid in advance. Bal 2750 Bal 550

Reguirement 2

Date Accounts and E:-:Pla_ﬂatic:n Debat Credst
Sep. 30 | Eent Expense 550 *
Prepaid Rent 350 *
To record rent expense.

* Calculations:

$3.300 Rent prepaid on September 1 for 6 months
+ 6 months

$ 550 Rent expense for September




Journalizing and posting an adjusting entry for office supplies MIDOCEAll

OOn Movember 1, Carlisle Equipment had a bepinning balance in the Office Supplics g vl
account of $600. During the month, Carlisle purchased $2,300 of office supplics
At November 30, Cardisle FEguipment had $500 of office supplics on hand.

Requirements

1. Open the Otfiee Supplies 'T-account, and enter the beginning halanee and purchase
of office supplics.

2. Record the adjusting entry required at Movember 30,

3. Post the adjusting entry to the two accounts involved, and show their halaneces at
Movember 30.

% W Reguirement 2
Requirement 1
Date Accounts and Explanation Debat Credt
- B, Nowv. 30 | Supplies Expense 2.400%
- iR Shpies Office Supplies 2.400*
Now. 1 g ggg To record office supplies used.
Requirement 3 * Calculations:
$ 600 Office supplies beginning balance
Office Supplies Supplies Expense 2300 Office supphes purchased during the month
Nov.1 600012400 Nov 30 Nov 30 2.400 2.900 Office supplies balance before adjustment
' ’ ' ' — (500 Office supplies on hand
7 7
Bal “?gg Bal 2,400 $2.400 Office supplies used
d




Journalizing and posting an adjusting entry for depreciation and
determining book value

On October 1, Orando Gold Exchange paid cash of $57,600 for computers that are

expected to remain useful for three yeam At the end of three yeams, the value of the
computers is expected to be zero

Regquirements

1. Caleulate the amount of depreciation for the month of October using the straight-
line depreciation method.

1. Record the adjusting entry for depreciation on October 31.

3. Post the purchase of October 1 and the depreciation on Oetober 31 to T-accounts
for the following accounts: Computer Equipment, Accumulasted Depreciation—
Computer Egquipment, 2nd Depreciation Expense—Computer Eguipment. Show
their balanees at October 31.

4. What is the computer equipment’s book value on October 317

Regquirement 1

Straight-line depreciation per month = (Cost — EResidual Value) / Useful Life
= ($57.600 —3%0) = 3 years
= $19.200 per vear / 12 months
= 51.600



53-8, cont.
Reguirement 2

T'o record depreciation on computer egquipment.

Date Accounts and Explanation Debt Credit
Oct. 31 | Depreciation Expense—Computer Equipment 1.600
Accumulated Depreciation—Computer Equipment 1,600

Reguirement 3

Computer Equipment

Accumulated Depreciation—

Oct. 1 57,600

Computer Equipment

Bal 57.600

Reguirement 4

Computer Equipment

Less: Accumulated Depreciation— Computer Equipment

1.600 Oect. 31

Depreciation Expense—
Computer Equipment

1.600 Bal

Oct. 31 1.600

Bal 1.600

Book value of computer equipment

$ 57.600
(1.600)

5 56,000

MIDOCEA
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| Journalizing and posting an adjusting entry for unearned revenue
Fatrige Magazine collects eash from subseribers in advance and then mails the
mapazines to subscribers over a onc-year perind.
Requirements
1. Record the journal entry to record the original receipt of $180,000 cash.
2. Record the adjusting entry that Faciid Magaine makes to record eamning §8,000 in
subscription revenue that was eollected in advance.

3. Using T-acoounts, post the journal entry and adjusting entry to the ascounts
involved and show their balances after adjustments. (Tgnore the Cash acoount.)



539 |
Reguirement 1 MIDOCEA

UNIVERSITY'

Date Accounts and Explanation Debit Credit
Cash 180,000
Unearned Revenue 180,000
To record unearned subscription reveniie.

Reguirement 2

Date Accounts and Explanation Debat Credat
Unearned Revenue 8.000
Subscription Revenue 8.000

To record subscription revenue earned that
was cellected in advance.

Reguirement 3

Unearned Revenue Subscription Revenue
8.000 | 180,000 8.000

172,000 Bal 8.000 Bal




3310 Journalizing and posting an adjusting entry for accrued salanes expense (A

Birch Park Senior Center has a weekly payroll of $12,300. December 3 fillson |

Weidnesday, and Birch Park Senior Center will pay its employees the following
Monday (January 5) for the previous full week. Assume Birch Park Senior Center
has & five-day workweek and has en unadjusted balance in Salarics Fxpense of

§620,000

Requirements

1. Record the adjusting entry for acerued salaries on December 31,

L. Pt the adjusting entry to the accounts invalved, and show their balances after
ajustments.

3. Record the journa] entry for payment of salaries made on January &



§3-10 M'PQ‘%EAﬁ!
Requirement 1

Date Accounts and Explanation Debit | Credit HE[IU[['E]]'_'[E[[[ i
Dec. 31 | Salaries Expense 7.500*
Salaries Payable 71.300%
T accrue salaries expense - - -
— Date Accounts and Explanation Debtt | Cred
* Calculations: Jan. 5 | Salartes Expense 3.000¢
$12.500 Payroll for a 3-day work week vy -
o5 wokdays Salartes Payable 7,500
$2.500 Salaries expense per work day Cfﬁih 12 ﬁ{][}
Thus, [o record payment of salaries,
§2.500 Salaries expense per work day
3 work days
§7.500 Salaries expense for Monday through Wednesday % C Ell ifuhﬁﬂ e
¢ .
Requirement 2 82,900 Salaries expense per work day
Salaries Payable Salaries Expense 3':2 WUTk dﬂ}'g
7.500 Dec. 31 620,000 I :
2500 Bl Dec3l 750 $3.000 Salaries expense for Thursday through Friday
Bal 627300




5311 Journalizing and posting an adjusting entry for accrued interest expense

Resort Travel borrowed $33,000 on September 1, 2018, by sipning a one-year note
payable tn State One Bank. Resort’s interest expense on the note payable for the
remainder of the fiscal year (September through November) is $355.

Requirement5

1. Record the adjusting entry to acerue interest expense at November 30, 2018,

2. Post the adjusting entry to the T-accounts of the two accounts affected by the

adjustment.

S53-11

Reguirement 1

To accrue inferest expense.

Date Accounts and Explanation Debat Credit
Nowv. 30 | Interest Expense 355
Interest Pavable 355

Reguirement 2

Interest Pavable

Interest Expense

355 Nowv. 30 MNowv. 30 355

355 Bal

Bal. 355

MIDOCEA
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' " MIDOCEA
53-12 Journalizing an adjusting entry for accrued revenue oV ERs |

Atthe end of June, Gerber Dental had performed §9,000 of dental services but has
not yet billed customers.

Record the adjusting entry tor accrued revenue.

Date Accounts and Explanation Debat Credit
June 30 | Accounts Recervable 9.000
Service Revenue 9.000
To accrue service revenue.
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Explain the purpose of and prepare
an adjusted trial balance
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Adjusted Tnal Balance
A list of all the accounts with their
adjusted balanoas

This chapter began with the uvnadjusted trial balance.
After the adjustments have been journalized and
posted, the account balances are updated and an
adjusted trial balance can be prepared by listing all
the accounts with their adjusted balances. Remember,
the purpose of a trial balance is to ensure that total
debits equal total credits. Even if the trial balance
balances, it does not guarantee that a mistake has not
been made. For example, an adjusting entry could
have been recorded for the incorrect amount or could
have been omitted entirely. The equality of the trial
balance ensures only that each posted transaction
had an equal debit and credit amount.

The adjusted trial balance for Smart Touch Learning is
shown in Exhibit 3-5.
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|dentify the impact of adjusting
entries on the financial statements



Exhibit 3-6 | Impact of Adjusting Entries on Financial Statements

Type of Adjusting Impact on Financial Statements if

Entry Description Adjusting Entry Adjusting Entries Are Not Made
Deferred Expenses Advance cash payments  Expense DR Income Statement: expenses understated
of future expenses. Asset* CR net income overstated

Balance Sheet: assets overstated
equity overstated

Deferred Revenues Advance cash receipts of  Liability DR Income Statement: revenues understated
future revenues. Revenue CR net income understated
Balance Sheet: liabilities overstated
equity understated

Accrued Expenses An expense that has Expense DR Income Statement: expenses understated
been incurred but not Liability R net income overstated
paid. Balance Sheet: liabilities understated

equity overstated

Accrued Revenues A revenue that has been  Asset DR Income Statement: revenues understated
earned but cash has not Revenue CR net income understated
yet been collected. Balance Sheet: assets understated

equity understated

*If recording depreciation: the contra aset, Accumulated Depreciation, is credited.

Remember: Net income increases Retained Eamings, an equity account. Therefore, if net income (s overstated,
then equity will alsa be overstated. And If net income 15 understated, then equity will also be understated

MIDOCEAll

UN\\/EFPSIT‘/"

The adjusted trial balance is
used to prepare the financial
statements. If adjusting entries
are not recorded, the ledger
accounts will not reflect the
correct balances and the
adjusted trial balance will be
incorrect. Remember, adjusting
entries are completed to
ensure that all Revenues and
expenses for the accounting
period examined have been
recorded. In addition, adjusting
entries update the balance
sheet accounts so that all
accounts are properly valued.
Exhibit 3-6 summarizes the
impact on the financial
statements had the adjusting
entries not been recorded.



53-13 Prepating an adjusted trial balance

Seth’s Tax Services had the following accounts and account balances after adjusting

entries. Assume all accounts have normal balances.

Cash ! ?
Land 26,000
Utilities Payable 150
Accounts Payable 3,700
Accumulated Depreciation—Equipment 1,800
Service Revenue 75,000
Supplies Expense 1,100
Dividends 14.000

Equipment $ 11,000
Accounts Receivable 4950
Office Supplies 700
Common Stock 22,600
Utilities Expense 1,650
Unearned Revenue 900
Depreciation Expense—Equipment 1,900
Salaries Expense 5,600

Prepare the adjusted trial balance for Seth’s Tax Services as of December 31, 2018,

MIDOCEA

UNIVERSITY



SETH’S TAX SERVICES |
Adjusted Trial Balance
December 31, 2018 M@?& Eﬁ |
Account Title Balance
Debat Credit

Cash 5 37.230

Accounts Receivable 4,950

Office Supplies 100

Land 26,000

Equipment 11,000
Accumulated Depreciation—Equipment 5 1,800
Accounts Payable 3,700
Utilities Payable 130
Unearned Revenue 900
Common Stock 22,600
Drvnidends 14,000

Service Revemme 73,000
Salaries Expense 3,600
Depreciation Expense—Equipment 1.900

Supphes Expense 1.100

Utilities Expense 1.630

Total $ 104150 | $104.150




53-14 Determining the effects on financial statements

MIDOCEAL

In recording adjusting entries, Reagan Financial Adwvisors failed to record the adjusting UiV ERT |
entries for the following situnations:

O ffice supplies on hand, $100.
Accrued revenues, $5 000,

Accrued interest expense, $250.

P

Dyepreciation, $500.

I O

Unearned revenue that has been earned, $550.

Dietermine the effects on the income statement and balance sheet by identitying
whether assets, liabilities, equity, revenue, and expenses are either overstated or
understated. Use the tollowing table. Adjustment & has been provided as an example.

Adjustment Balance Sheet Income Statement
Not Recorded Assets Liabilities Equity Revenue Expenses
(&) Dwerstated Owverstated Lnderstated

Adjstment Balance Sheet Income Statement

Not Recorded Liabilities

a. Overstated Overstated Understated
b. Understated Understated Understated

C. Understated Overstated Understated
d Overstated Overstated Understated

Y a2 _a_ | YT 2. a2 _a_ 4 YT 9. . P |



The unadjusted trial balance as of December 31, 2018, the end of the annual accounting:
period for Super Employment Services, follows: |

Unadjusted Trial Balance .V EBR"S | T Y

SUPER ENMIPLOYMENT SERVICES M I DOC EA |
December 31, 2018

EBalance

Account Title Delbit Credit
Cash % &, 000

Accounts Receivable S, OO0

Office Supplies 1, 0000

Land 10,000

Buildimng S0, MR

Accumulated Depreciation——Building % 0,000
Furnitwure 10, OO0

Accumulated Depreciation—~Furniture = OO
Accournts Payable 2,000

Salaries Payable

Unearned Revenue 8 000
Commoan Stock 12 000
Crividends 25, 000
Service Revenue &0 OO0
Salaries Expense 16,00

Supplies Expense

Depreciation Expense—Building

Crepreciation Expense—Furniture

Adwvertising Expenss 3,000

Total S 116,000 % 116,000




Dyata needed for the adjusting entries include the following: |
a. Office Supplies on hand at year-end, $200. MIDOCEA |

b. Deprecianon on furnitare, $2,000.
c. Deprecianon on building, $1,000.
d. Salanes owed but not yet paid, $500.

e. Accrued service revenue, $1,.300.

f. §3,000 of the unearned revenue has been earned.

Requirements

1. Open the ledger accounts in T-account form with their unadjusted balances as shown

on the unadjusted tnal balance. (See Learning Objective 3)

2. Journalize Super’ adjusting entries at December 31, 2018. Use the letter (a, b, and so
on) as the date. (See Learning Objective 3)

3. Post the adjusting entries to T-accounts. Determine the ending balances in the

T-accounts on December 31, 2018, (See Learming Objective 3)
4. Prepare an adjusted trial balance. (See Learning Objective 4)



Date

Accounts and Explanations

Debit

Credit

2018

(a) Dec. 31

(b)

(c)

(d)

()

()

31

31

31

31

31

Supplies Expense ($1,000 — $200)
Office Supplies

To record office supplies used.

Depreciation Expense—Furniture

Accumulated Depreciation—Furniture

To record depreciation expense on furniture.

Depreciation Expense—Building
Accumulated Depreciation—Building
To record depreciation expense on building.

Salaries Expense
Salaries Payable

To accrue salaries expense.

Accounts Receivable
Service Revenue
To accrue service revenue.

Unearned Revenue
Service Revenue

To record service revenue earned that was collected in

advance.

800

2. 000

1,000

200

1,300

3,000

800

2,000

1,000

500

1,300

3,000

Requirement 2



Requitements 1 and 3 MIDOCEAll
UNIVERSITYII
ASSETS LIABILITIES EQUITY
Cash Building Accounts Payable Common Stock Salaries Expense

Bal. 6,000 Bal. 40,000 | 2,000 Bal. 12,000 Bal.  Bal. 16,000

(d) 500

Accumulated Bal. 16.500

Accounts Receivable Depreciation—Building Salaries Payable Dividends -

500 (d)

Bal. 5,000 30,000 Bal.

{e) 1,300 1,000 (¢

Bal. &,300 31,000 Bal.
Office Supplies Furniture

Bal. 1,000 800 (a)

Bal. 200

Land

Bal. 10,000

Accumulated
Depreciation—Furniture

Unearned Revenue

500 Bal

Bal. 25,000 |

Service Revenue

Supplies Expense

(a) 800

(i 3,000 8,000 Bal

Bal. 10,000

2,000 (b)

4000 Bal

6,000 Bal.

5000 Bal.

Bal. 800

60,000 Bal. Depreciation Expense—
1,300 (e) Building
3,000 (f) (@ 1,000

64,300 Bal. Bal. 1,000

Depreciation Expense—
Furniture

(b) 2,000

Bal. 2,000

Advertising Expense

Bal. 3,000



SUPER EMPLOYMENT SERVICES
Adjusted Trial Balance

December 31,

Account Title

Cash

Accounts Receivable

Office Supplies

Land

Building

Accumulated Depreciation—Building
Furniture

Accumulated Depreciationm—Furniture
Accounts Payable

Salaries Payable

Unearned Revenue

Commeon Stock

Dividends

Service Revenue

Salaries Expense

Supplies Expense

Depreciation Expense—Building
Drepreciation Expense—Furniture
Advertising Expense

Total

2018
Balance

Debit Credit
%+ 6,000
6,300
200
10,000
40,000

% 31,000
10,000

5,000

2,000

SO0

5,000

12,000
25,000

54,300
16,500
200
1,000
2 000
3,000
£ 120,800

% 120,800

Requirement 4

MIDOCEA

IVERSITY



1. Which ot the following 1s true of accrual basis accounting and cash basis |

accounting? MIDOCEA

UNIVERSITY |
a. Accrual accounting records revenue only when it 1s earned.

b. Accrual accounting 1s not allowed under GAAP.
c. Cash basis accounting records all transactions.
d. All of the above are true.
2. Get Fit Now gains a client who prepays $540 for a package of six physical training
sessions. (et Fit Now collects the $540 in advance and will provide the training later.

After four training sessions, what should Get Fit Now report on its income statement
assuming it uses the accrual basis accounting method?

a. Service revenue of $360 c. Unearned service revenue of $360

b. Service revenue of §540 d. Cash of $180

3. The revenue recognition principle requires

a. tme to be divided into annual periods to measure revenue propetly.

b. tevenue to be recorded only after the business has satisfied its performance obligation.
c. expenses to be matched with revenue of the period.
d

. tevenue to be recorded only after the cash is received.



4. Adjustung the accounts i1s the process of |

|
. . MIDOCEA
a. subtracting expenses from revenues to measure net income. univers Tl

b. recording transactions as they occur during the period.
c. updatoing the accounts at the end of the period.

d. zeroing out account balances to prepare for the next period.

5. Which of the following is an example of a deferral (or prepaid) adjusting entry?
a. Recording the usage of office supplies during the period.

b. Recording salaries expense for employees not yet paid.
c. Recording revenue that has been earned but not yet received.
d. Recording interest expense incurred on a notes payable not due untl next year.

8. A & D Window Cleaning performed $450 of services but has not yvet billed customers
for the month. If A & I fails to record the adjusting entry, what is the impact on the
financial statements?

a. balance sheet: assets understated; equity overstated
income statement: expense understated

b. balance sheet: liabilities overstated; equity understated
income statement: revenues understated

c. balance sheet: assets overstated, equity understated
Income statement: expenses understated

d. balance sheet: assets understated, equity understated

income statement: revenues understated



6. Assume that the weekly payroll of In the Woods Camping Supplies 15 $300. |
December 31, end of the year, talls on Tuesday, and In the Woods wnll pay its MIDOCEA
employee on Friday for the full week. What adjusting entry will In the Woods e A |
make on Tuesday, December 317 (Use five days as a full worloweek.)

—
Date Accounts and Explanation Debit | Credit =
a. Salaries Expense 120 hJ
Salaries Payable 120 =
b. Salaries Payable 300 Lok
Salaries Expense 300 =
C. Salaries Expense 120 &
Cash 120 A
d. No adjustment is needed because the company will pay the payroll on Friday. ol
c
7. The adjusted trial balance shows o
c

a. amounts that may be out of balance.
) ~
b. account balances aftter adjustments. B
. assets and liabilines only. -
d. revenues and expenses onlyw a



Demonstration of E3-19 MIDOCEAN

[Popular Advertising Agency completed the following selected transactions during

UNIVERSITYII

July 2018:

Jul. 1
4
10
15
20
31
31
31

Prepaid rent for three months, $6,000

Received and paid electricity bill, $1,000

Received cash for service rendered to customers, $5,000
Paid cash for computer equipment, $20,000

Service rendered on account, $10,000

Made the adjusting entry for rent (from July 1).

Accrued salary expense, $3,000

Recorded depreciation for July on computer equipment, $170

Show whether each transaction would be handled as a revenue or an expense using
both the cash basis and accrual basis accounting systems.

1.

Calculate the amount of net income or net loss for Popular Advertising Agency under
the accrual basis and cash basis accounting systems for July.

Considering your results from Requirement 2, which method gives the best picture of
the true earnings of Popular Advertising Agency? Why?



Demonstration of E3-19-Req. 1 i N

UN\VERSITVll
Amount of Revenue (Expense) for July

Date Cash Basis Amount of Accrual Basis Amount of
Revenue (Expense) Revenue (Expense)

Jul. 1 (56,000) (S0O)

Jul. 4 (1,000) (1,000)

Jul. 10 5,000 5,000

Jul. 15 (20,000) 0

Jul. 20 0 10,000

Jul. 31 0 (2,000)*

Jul. 31 0 (3,000)

Jul. 31 0 (170)

*Rent prepaid on July 1 for 3 months $6,000

Months +3
Rent expense for July $2,000

© 2018 Pearson Education, Inc. 3-32



Demonstration of E3-19-Req. 3 MiDoCEAN
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Net income (loss) under cash basis is ($22,000)

Calculation:

Net Income (Loss) = Total Revenues — Total Expenses
$5,000 - ($6,000 + $1,000 + $20,000)
$5,000 - $27,000

= ($22,000)

Net income (loss) under accrual basis is $8,830

Calculation:

Net Income (Loss) = Total Revenues — Total Expenses

$5,000 + $10,000 - (S1,000 + $2,000 + $3,000 + $170)
$15,000 - $6,170

= 58,830

Accrual basis accounting gives the best picture of the true earnings of Popular Advertising,
because revenues are recorded when earned and expenses are recorded when incurred, as
dictated by the revenue recognition principle and the matching principle

2018 Pearson Education, Inc. 3-33



Demonstration of E3-25 & E3-26

The unadjusted trial balance for Bright Solutions Company, a tutoring service, is as

follows:

Account Title

Cash

Office Supplies

Prepaid Insurance

Equipment

Accumulated Depreciation—Equipment
Accounts Payable

Salaries Payable

Unearned Revenue

Common Stock

Dividends

Service Revenue

Salaries Expense

Supplies Expense

Depreciation Expense—Equipment
Insurance Expense

Total

© 2018 Pearson Education, Inc. 3-34

Balance
Debit credit
$1,500
4,000
1,200
35,000
$14,000
3,700
2,000
10,000
5,000
27,000
10,000
S56,700  $56,700

MIDOCEA]

UN\VERSITVll



Demonstration of E3-25 & E3-26 it N

UN\VERS\TV"

During the 12 months ended December 31, 2018, Bright Solutions:
a. used office supplies of $2,500.

b. used prepaid insurance of $600.

c. depreciated equipment, $700.

d. accrued salaries expense of $500 that hasn’t been paid yet.

e. earned $1,000 of unearned revenue.

E3-25 1. Open a T-account for each account using the unadjusted balances.

2. Journalize the adjusting entries using the letter and December 31 date in
the date column.

3. Post the adjustments to the T-accounts, entering each adjustment by letter.
Show each account’s adjusted balance.

E3-26 Prepare an adjusted trial balance.

© 2018 Pearson Education, Inc. 3-35



Demonstration of E3-25-Req. 1 M.Doc:EAil!

UNIVERSITY

1,500 4,000

Bal. 1,200 35,000

14,000 Bal. 3,700 Bal.

© 2018 Pearson Education, Inc. 3-36



Demonstration of E3-25-Req. 1 M.Doc:EAil!
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10,000 Bal. Bal. 5,000

27,000 Bal. 10,000

2,000 Bal.

© 2018 Pearson Education, Inc. 3-37



Demonstration of E3-25-Req. 2 & 3 M.Doc:EAil!
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[ a. Used office supplies of $2,500. ]
Date Accounts and Explanation Debit Credit
a.Dec. 31 supplies Expense 2,500
Office Supplies 2,500

7o record office supplies used.

Bal. 4,000 2,500 a. a. 2,500

© 2018 Pearson Education, Inc. 3-38



Demonstration of E3-25-Req. 2 & 3 M.Doc:EAil!
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[ b. Used prepaid insurance of $600 ]
Accounts and Explanation Debit Credit
b.Dec. 31 |nsurance Expense 600
Prepaid Insurance 600

To record insurance expense.

b. 600 Bal. 1,200 600 b.

© 2018 Pearson Education, Inc. 3-39



Demonstration of E3-25-Req. 2 & 3 MiDoCEAN
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[ c. Depreciated equipment, $700 ]

Accounts and Explanation Debit Credit
c.Dec.31  Depreciation Expense—Equipment 700
Accumulated Depreciation—Equipment 700

To record depreciation on equipment.

C. 700 14,000 Bal.
700 c.
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Demonstration of E3-25-Req. 2 & 3 M.Doc:EAil!

UNIVERSITY

[ d. Accrued salaries expense of $500 that hasn’t been paid yet. ]

Accounts and Explanation Debit Credit
d.Dec.31  galaries Expense 500
Salaries Payable 500

To accrue salaries expense.

Bal. 10,000 500 d.
d. 500
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Demonstration of E3-25-Req. 2 & 3 MiDoCEAN

UNIVERSITY

[ e. Earned $1,000 of unearned revenue. ]

Accounts and Explanation Debit Credit
e.Dec. 31 Unearned Revenue 1,000
Service Revenue 1,000

1o record service revenue earned that was collected in advance.

e. 1,000 2,000 Bal. 27,000 Bal.
1,000 e.
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Demonstration of E3-25-Req. 3

MIDOCEAN

10,000
500

10,500

1,500 4,000 2,500 a.
1,500 1,500
_ _ —
1,200 600 b. 35,000
Bal. 600 Bal. 35,000

Bal.

700

2,500

10,000 Bal.

Bal. 600

Bal.

© 2018 Pearson Education, Inc.
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Demonstration of E3-25-Req. 3 Muooc:EAil!

UNIVERSITY

14,000 Bal. 3,700 Bal.
700 c.
14,700 Bal. 3,700 Bal.

500 d. e. 1,000 2,000 Bal.
500 Bal. 1,000 Bal.
Bal. 5,000

Bal. 5,000
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Demonstration of E3-26

Account Title

Cash

Office Supplies

Prepaid Insurance

Equipment

Accumulated Depreciation—Equipment
Accounts Payable

Salaries Payable

Unearned Revenue

Common Stock

Dividends

Service Revenue

Salaries Expense

Supplies Expense

Depreciation Expense—Equipment
Insurance Expense

Total

© 2018 Pearson Education, Inc. 3-45

Balance
Debit
$1,500
1,500
600
35,000

5,000

10,500
2,500
700
600

$57,900

Credit

$14,700
3,700
500
1,000
10,000

28,000

$57,900

MIDOCEA

U

N

V
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S

T

Y

)




MIDOCEAN

—

Thank You




	Default Section
	Slide 1
	Slide 2
	Slide 3: Learning objectives:
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18
	Slide 19
	Slide 20
	Slide 21
	Slide 22
	Slide 23
	Slide 24
	Slide 25
	Slide 26
	Slide 27
	Slide 28
	Slide 29
	Slide 30
	Slide 31: Demonstration of E3-19
	Slide 32
	Slide 33
	Slide 34
	Slide 35
	Slide 36
	Slide 37
	Slide 38
	Slide 39
	Slide 40
	Slide 41
	Slide 42
	Slide 43
	Slide 44
	Slide 45

	Untitled Section
	Slide 46


