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(0 O 50 Closing Temporary Accounts[] [1 Closing temporary accountsC] which are joumal entries made at the
end of the accounting period[d 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 accountst] The withdrawals account is closed in
asimilar manner- The second aim of closing temporary accounts Is tO summarize a Deriod’ s revenues and
expensesC] This is done by transferring thel] balances of revenues and expenses into the Income Summary account
0 O t0 record the net profit or 10ss in that accountd O [0 The entries that dose the temporary accounts are as
follows[d [J [0 0 100 Debit each revenue account in an amount eclual to its bal’ [J [J ance[J and credit Income
Summary for the total revenue involved-[ O [ 200 Credit each expense account in an amount equal to ItS
ha-alice(] and debit Income Summary for the total expense invOved(d [J [J [0 3] Debit Income Summary for its
balancel] and credit the capi—tal account[] Retained Earnings for a corporationJ for the same amount(J In the
caSe of a net loss[] debit the capital aecount and cre-dit Income Summary(J [0 [0 00 400 For non-corporate
business] credit the withdrawals account(] in an amount equal to its balance and debit the capital aceo unt for

[ the Salffle amountJ [0 [J Exhibit 3-7 shows the procedures of closing temporary accounts for the Sanford
Ranch Advertising Agency] [ 0 Exhibit 30 70 0 VOCABULARYO O accounting cycled O 0 0O 0O O O

O raw material ] O O O O O O finished produetd O 0 O O 0O 0O O O O O source documentstd 0 0 O O O O
Ojournal0 OnO 00000000000 ODODODOOOOOworksheet TO O O O O chronologicalll adj
O000000000O0ioumalizigd OnO 00O OO0 O O disbursementd O n0d O O O O O merchandise
O0nO0000D0O0OuDDOOOacouisitiond OnO 00 0O0OOwithdrawalsO OnOD D 000000
O O O Advertising Fees Earnedd [0 0 00 0O 0 0 O O O O tierineomed 00 O 0O 0 O O contra accountst] O [J
0 O O balance sbeet O O O O OO O O O Intome Statementd [ [0 00 [ O 0 temporary aecottnts] 0 [0 00 O P
0000000 InconleSummaryd O O OO O O O Retained Earnings0 D O O OO OO OO OO Onon
corporatel] O 0 00 0O 0O 0O 0O O ONOTESO O O The accounts(] are] O cldosedtO concludethe current
accounting period and[J [0 prepare for the b~inning of the new accounting period-0 0 0 000000 OO O
O00000oOoooooooooo

to xon-cludel] the new accotmtingperiod D O O OO0 OO OO OO OO O O tOprepared O told O O

0 O O Journals specifically designed in a tabular fashion to aceommodate therecording of one type of transaction
arecalled specialjotLmals0 0 0 0 0000000000 0O0OOOOODOOOOO0OOOOOO

[ [ specifically designed] [ O onetypeoftransaction] [0 [0 0 0 0 0 0 O O O O iour—nals]
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[0 O The new Accounting Law has beguntodoitswork 0 O O OO0 00O OO OO

O O Sheisworking ataccountingd O OO0 0O O OO0

00 O Working capital is defined as current assets less current liabilitiesdD O O O O OO0 000000 OOOO
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O O The works[] of Luea Paeioli had been spread widelyd OO [ [
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