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00 O 50 Closing Temporary Accounts[] [ Closing temporary accountsC] which are joumal entries made at the
end of the accounting periodd accomplish two purposest] First[] at the end of an accouming period[] it sets the
stage for the nextac’ counting period by closing the expense and revenue accounts of the’ [ balance s0 that the
next period begins with a zero balance in those accountsC] The withdrawals account is closed in a similar manner-
The second aim of closing temporary accounts Is tO summarize a Deriod’ s revenues and expensest] This is done
by transferring the[d balances of revenues and expenses into the Income Summary account(] [ t0 record the net
profit or 10ss in that account[d [ [0 The entries that dose the temporary accounts are as follows] [J [0 [0 1[0 Debit
each revenue account in an amount eclual to its bal’ [ [ anceld and credit Income Summary for the total
revenue involved-[ O O 200 Credit each expense account in an amount equal to ItS ha-alice[] and debit Income
Summary for the total expense invOved( [0 [0 [0 301 Debit Income Summary for its balanced and credit the capi
—tal account[] Retained Earnings for a corporation[] for the same amount[] In the caSe of a net lossld debit the
capital aecount and cre-dit Income SummaryJ [0 [0 [0 400 For non-corporate businessC] credit the withdrawals
accountl] in an amount equal to its balance and debit the capital acco unt for[d the Salffle amount O O Exhibit
3-7 shows the procedures of closing temporary accounts for the Sanford Ranch Advertising Agencyl [0 [ Exhibit
300 70 O VOCABULARYO O accounting cyclel] 0O 0O 0O O O O O raw material 0 O O O O O O finished
produetd] 0 0000000 O Osourcedocuments OO OO OO OjournalD OnO OO0 O0O0OOOO
0000000000 0Oworksheet TU O O O O chronologicalll adjd O O 0O 00O 0O 0O O O O ioumalizigt
OnO0O00O0O0O0OOdisbursementd OnO OO0 0OOmerchandiseD OnO 00 00000OudOOO
O acouisition O nJ O O 0O O O withdrawalsD O nO O 0O 0O 0O O 0O O O O O Advertising Fees Earnedd O [
00000000 terineomed O O O OO O contraaccountst [ [0 [0 0 O balance sheet [0 0 0 0O 0O O
O O Intome Statement] O O O O O O temporary aecottntst] O O O O PO O O O O O O Inconle Summaryd
O0000O0O0ORetainedEarnings0 D0 0D O00O0O0OOO0OOOnoncorporatel DD O O0O0O0O

[0 NOTESO O O The accounts[] are] [ cldosedtO concludethe current accounting period andd [ prepare for
the b~inning of the new accountingperiod-0 O O 0 0000000 0OO0OO0OO0OOOOOOOODOOOO
[0 to xon-cludel] the new accotmting period 0 O 0 0 00O OO O OO OO O O tOprepared O told O O O
[0 O Journals specifically designed in a tabular fashion to aceommaodate therecording of one type of transaction are
called special jotLrnals0 O 0D 0 0D 0000000 O0OO0ODOO0OOOODODOOOOOODODOO

[ specifically designed] [0 [ onetypeoftransaction0 O O O O 000000 Oiour—nalsO O OO O OO0
0000000000000 00oDboooo0o0ooDbooooooDobooooooobOoOn
0000000000000 000O000D0DO0o0O000DbOO0o0ooDo0ooDbOOoOooOoOooDbOOoOn
0000000000000 00D000ooobo0oooooDoog* s work” DOOODOOO
0000000000000 0000000Hehasdoneagoodday’ SworkD OO OO OOOOOd
0 O O Westop viork at sixtl O 00 60 O O O O O O Heis looking for work[d [0 O O O O O O O O The new
Accounting Law has beguntodoitsworkd 0 OO 0 0O 0O 0O 0O 0O 0O O O O O She is working at accountingd O [
00000 D OO O Working capital is defined as current assets less current liabilities0 O 0 0 O O O 0O 0O O
O0000000D000000D0DOO0OTheworksD of Luea Paeioli had been spread widelyD 0 00 O O O
000000000 O0ODO O working afirm needs a great number ofmoneyd D 0 O 0O O OO0O0OODO
0 The computers] work quicklyandaccurately D0 00 000000000200 00000000
O0OO"redit” OO0O0OOO0DOOOOOODODODOODOOO" OO Oo* oo o o0 o+ 0o
" 00000o0b0o0booOo* boooooOgr OO0 Ootlrcorporatil] O n has gained credit in foreign
tade0 000000000 DO0OO0OOOOODODODODO Inaccountingd tbe right sfide is called the credit
O00000000000D0O0DO OO Credit Incdme summary for the total revenue involvedD O 0 O [
O000oooOoOo0o* oooor OO0 00 only&des of merchilndise on credit are recorded in the
salesiournd 10 0 0000000000 OOODOOOODOOODDOOODOHeOd has$200 000 stantdingto
hiscreditU D DO OO Q0200000 000000030 00000000O0DO0O0ODOO0ODODDOOOOO
0000000000000 b00obDb0o0obO00oDboooDoooDbooboDoooDbOooo
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