Notes for Accounting

Chapter 14

Week 23
Assignments:

	Date
	Classwork
	Homework

	Monday

4/14
	Go over Section 14-2
	Exercises: 14.3, 14.4, 14.5, 14.6, 14.7 (Due Tuesday)

Ethics Reflection (due Thursday)

	Tuesday

4/15
	Go over Section 14-3
	Exercises: 14.8

Problems: 14.4A (Due Thursday)

	Thursday

4/17
	Create final Excel templates

Determine employees for business
	

	Friday

4/18
	Quiz
	Read Chapter 15 (pages 460 – 473) & Chapter 16 (pages 508 – 517)


Section 14-2: Adjustments

Objectives:

· Adjust for unearned revenue

Vocabulary:

· Unearned Revenue – a product (or service) that has been paid for but not yet provided to the customer (e.g. special order items, insurance, etc.)

Concepts:

· As you know, adjustments must be included on a worksheet. You have learned about several adjustments:

· Use of supplies (Supplies ( Supplies Expense)

· Expiration of insurance (Prepaid Insurance ( Insurance Expense)

· Depreciation of plant assets (Accumulated Depreciation & Depreciation Expense)

· Wages accrued but not yet paid (Wages Payable & Wages Expense)

· Inventory updates (Merchandise Inventory & Income Summary)

· In addition to those adjustments, some businesses must also adjust for prepaid income (called “Unearned Revenue”). The customer has paid the bill in advance but the product or service has yet to be delivered. This creates a liability for the seller. When the customer pre-pays for the product or service, the seller must record the transaction as a debit to cash and a credit to unearned revenue. If, at the end of the year, a seller has provided part of the promised products or services but not all, the seller must update (or adjust) the accounts to reflect the change. The unearned revenue becomes a sale or service by debiting unearned revenue and crediting sales/services. 

Examples:

· One of Jimmy Dean’s customers has special ordered some hors’d‘oeuvres for a wedding. On December 27, the customer prepaid the bill – $350. By December 31, only $200 of the order had been filled. Journalize the two transactions (one is an adjustment).

	Date
	Description
	Doc. No.
	Post. Ref.
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Other Notes:

Section 14-3: Worksheet for a Merchandising Business
Objectives:

· Prepare a worksheet for a merchandising business

Concepts:

· During Week 12, you learned how to prepare a worksheet for a service business. Preparing a worksheet for a merchandising business is the same. Create the three-line heading at the top, write in the account names in the Account Title column, write their balances in the Trial Balance column, make the necessary adjustments in the Adjustments column, calculate the current balances of all accounts in the Adjusted Trial Balance column, put all income and expense accounts in the Income Statement account column, and put all asset, liability, and owner’s equity account balances in the Balance Sheet column. Total all columns, and check for accuracy.

Examples:

· Prepare a worksheet for problem 14.1A on pages 449 to 450. Use the attached template.

Other Notes:

Austin Company

Work Sheet

For the year ended December 31, 19XX
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	Trial Balance
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	Adjusted Trial Balance
	Income Statement
	Balance Sheet
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