ACCOUNTING

CHAPTER 9

Adjusting Entries-  Journal entries recorded to update general ledger accounts at the end of the fiscal period.

Permanent Accounts-  Accounts that are also referred to as real accounts.  Permanent accounts include the asset and liability accounts and the owner’s capital account.

Temporary Accounts-  Accounts that are used to accumulate information until it is transferred to the owner’s capital account.  Temporary accounts are also referred to as nominal accounts.  Temporary accounts include the revenue, expense, and owner’s drawing accounts plus the income summary account.  Temporary accounts show changes in the owner’s capital for a single fiscal period.

Closing Entries-  Journal entries used to prepare temporary accounts for a new fiscal period.  The temporary account balances must be reduced to zero at the end of each fiscal period.

**To close a temporary account, an amount equal to its balance is recorded in the account on the side opposite to its balance.  For example, if an account has a credit balance of $4,411.00, a debit of $4,411.00 is recorded to close the account.

Post-closing Trial Balance-  A trial balance prepared after the closing entries are posted.

Accounting Cycle-  The series of accounting activities included in recording financial information for a fiscal period.

1. Analyze Transactions

2. Journalize

3. Post

4. Prepare Worksheet

5. Prepare Financial Statements

6. Journalize Adjusting and Closing Entries

7. Post Adjusting and Closing Entries

8. Prepare Post-Closing Trial Balance

