
Reading Guide Chapter 6:  Worksheet and Adjusting Entries for a Service Business
Name: ____________________________________________________________________

Lesson 6-1: Creating a Work Sheet
Objectives:  LO1: ____________________________________________________________________________

         LO2: ____________________________________________________________________________

A. Consistent reporting
 GAAP: Consistent Reporting:

 Before accounting data can be utilized, It must be ____________________, __________________, and 
______________________ in a useful way.

B. Fiscal Periods
 Fiscal period:

o AKA: ________________________________________

o Each business decides their fiscal period.

 GAAP: Accounting Period Cycle: 

 Financial information MUST BE reported for a __________________ due to federal and state tax 

reports. 

 Fiscal year: 

 A fiscal period can begin ____________________________________.

 Financial information can be analyzed at any time, but must be summarized and reported 

____________________________________________.

C. Worksheet

 Work sheet: 

 Four reasons accountants use a worksheet:

o 1. 

o 2. 

o 3.

o 4.

 A worksheet is not ____________________________, so pencil is used to prepare it.



D. Preparing the Heading of a Work Sheet

E. Preparing a Trial Balance on a Work Sheet

 Trial balance: 

o Checks that ___________________ equal ______________________.
o Where is the information for the trial balance taken from? 

____________________________________________________
o What order are accounts listed in? 

____________________________________________________
o ALL/ONLY ACCOUNTS WITH BALANCES (circle one) are listed.



Check yourself!
1. What is written on the three-line heading on a work sheet?

2. What general ledger accounts are listed in the trial Balance columns of a work sheet?



Lesson 6-2: Planning Adjusting Entries on a Work Sheet
Objectives:   LO3: _________________________________________________________________________

 LO4: _________________________________________________________________________

A. Planning Adjustments on a Work Sheet

 Prepaid expense:

o Example of a prepaid expense? ____________________________________________________

o GAAP: Matching Expenses with Revenue: 

 Accrual basis of accounting: 

o GAAP requires this form of accounting

 Cash basis accounting:

o If the difference between using ________________________________ or 

__________________________________ is not significant, a business can use 

_________________________________________.

o GAAP: Materiality: 

o Materiality is affected by the ___________________________________________________.

 The major difference between accrual and cash basis is ___________________________________.

o For accrual basis, revenue from sales is ____________________ on financial statements even if 

it has not yet been collected.

o Likewise, _____________________________ for the period will also be included even if they 

have not been paid yet.

o ***With ________________________________________________, revenue and expenses are 

only included on financial statements when the cash is received or paid.

 Adjustments must be made to bring accounts up-to-date.

o For example, some supplies were used throughout the fiscal period, but the account only shows

purchases of supplies.

o The value of supplies used in a fiscal period becomes a(n) ___________________________ to a 

business.

 Therefore, owners must calculate value of supplies left on hand and adjust the account.

o Adjustments: 

 The portions of the __________________________ consumed to earn 

_____________________ become expenses of a business and must be recorded.



 These adjustments must be ________________________ and ____________________.

B. Supplies Adjustment on a Work sheet

 To record the adjustments, the remaining balance of the asset will be given.

o For example, in the example above, the remaining balance of the SUPPLIES on hand is $90, so 

an adjustment is made to get the account to that amount. ($620.00 - $530.00 = $90.00)

o FOUR QUESTIONS TO ASK:

1.

2. 

3. 

4. 

 List the NINE steps to preparing a worksheet:

o 1. 

o 2. 

o 3. 

o 4. 

o 5. 

o 6. 

o 7. 

o 8. 

o 9. 
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    s

1. Fill in heading

2. List and balances in Trial Balance

3. Prove and rule to show balance

“Proving” simply means making sure debits = credits

Double-rule shows balance

Single-rule shows a calculation is being made



Reading Guide Chapter 6:  Worksheet and Adjusting Entries for a Service Business
Name: ____________________________________________________________________

C. Prepaid Insurance Adjustment on a Work Sheet l

 Analyze adjustment amount by asking the FOUR questions.

o 1. What is the balance of the account to be adjusted? $900.00

o 2. What should the balance be for this account?  $750.00

o 3. What must be done to correct the account balance? Decrease $150.00

o 4. What adjustment is made? Debit insurance expense, $150.00; Credit prepaid insurance, 

$150.00

  
Subtract used up portion
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D. Proving the Adjustments Column on a Work Sheet

o Don’t forget single/double rules!

4. Calculate and record 

adjustments for Supplies

and Prepaid Insurance

5. Prove and Rule 

Adjustments Columns
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Check yourself!
1. Explain how the concept of matching expenses with revenue relates to adjustments

2. List the four questions asked in analyzing an adjustment on a work sheet.



Lesson 6-3: Completing the Work Sheet and Finding Errors on a Work Sheet
Objectives:   LO5: _________________________________________________________________________

 LO6: _________________________________________________________________________
 LO7: _________________________________________________________________________

A. Extending Balance Sheet Account Balances on a Work Sheet
 We use the worksheet to prepare for creating these two financial statements:

o 1. 

o 2. 

 Balance sheet: 
 A look at accounts ON A SPECIFIC DATE.
o Which account divisions are on the Balance Sheet?

1. 

2. 

3. 

6. Calculate and Extend Balance Sheet accounts (Assets/Liabilities/Owner’s Equity)



B. Extending Income Statement Account Balances on a Work Sheet
 Income Statement: 

 Shows account balances for a FISCAL PERIOD.

 Lists which accounts? _______________________       __________________________

 AKA Profit and Loss Statement

7. Calculate and extend new Income Statement account balances (Revenue/Expenses)



C. Recording Net Income and Totaling and Ruling a Work Sheet
 Net Income: 
 Net Income/Loss is added or subtracted from both the Income Statement column and the Balance 

Sheet column (as it affects the CAPITAL account which is a balance sheet account)

 

NOTE THE DIFFERENCE WHEN RECORDING A NET LOSS

 Net Loss: 

 _________________________ are greater than ___________________________.

8. Calculate Net Income/Loss (Difference between Revenue and Expenses)

9. Total (Prove) and Rule the Income Statement and Balance Sheet Columns
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D. Finding and Correcting Errors on the Work Sheet

 Many different kinds of errors:
1.

2.

3.

1. Correcting Accounting Errors on the Work Sheet

 Any errors found on the worksheet should be 

____________________________________________________________________.

 Unlike in journals and ledgers, errors are ___________________________ when found on the 

worksheet.

2. Checking for Typical Calculation Errors
 When two columns are not in balance, 

___________________________________________________________________.

i. Difference is 1 (ie. $0.01, $0.10, $1.00, $10.00)

1. Add columns again

ii. Difference is divisible by 2

1. Look for an amount that is half the difference. Was it added/subtracted 

incorrectly?

iii. Difference divisible by 9

1. Look for transposed number (ie. 45 and 54)

iv. Difference is an omitted amount

1. Ie. Difference is $50 – look for an account with $50. Was it forgotten when 

adding?

3. Checking for Errors in the Work Sheet
a. Check for Errors in the Trial balance Columns

1. 

2. 

b. Check for Errors in the Adjustments Columns
1. 



2. 

c. Check for Errors in the Financial Statements Columns
1. 

2. 

3. 

4. 

4. Preventing Errors
 Check your work! Work carefully!

Check yourself!
1. In which Balance Sheet column is net income recorded on the work sheet?

2. In which Balance Sheet column is net loss recorded on the work sheet?

3. What is the first step in checking for arithmetic errors when two column totals are not in balance?

4. What is one way to check for an error caused by transposed numbers?

5. What term is used to describe an error that occurs when numbers are moved to the right or left in an 
amount column?



Lesson 6-4: Journalizing and Posting Adjusting Entries
Objectives:   LO8:   ________________________________________________________________________

A. Adjusting Entries for Supplies

 Remember, the worksheet is just a TOOL – it is not a permanent record, so we must RECORD our 
adjusting entries to update our accounts to accurate amounts.

 Adjusting entries
o Adjusting entries are journalized on WHAT page? __________________________________

o What is written on the FIRST journal line before the entries? _________________________

o We use information from the _____________   ________________ to record our entries.

B. Adjusting Entries for Prepaid Insurance



C. Partial Ledger Accounts after Posting Adjusting Entries

Check yourself!
1. Why are adjusting entries journalized?

2. Where is the information obtained to journalize adjusting entries?

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