Chapter 18
Adjustments and the
Ten-Column Worksheet
Notes Packet

Section 1: Identifying Accounts to be Adjusted and Adjusting Merchandise Inventory 
· Why It’s Important: Some general ledger account balances are _________, or ______________, so that the general ledger correctly reflects the financial position of the business at the end of the period.  
· This ensures the ______________________________ and _________________________.

Completing End-of-Period Work:
· The purpose of all end-of-period reports is to provide essential information about ______________________________________.

· The ______________________ is the basis for preparing end-of-period financial statements and journal entries.

The Ten-Column Work Sheet:
The ten-column work sheet has five amount sections:
Completing the Trial Balance Section:
· To prepare the _____________________, the number and name of each account in the general ledger are entered on the work sheet in the Account Number and Account Name columns.

· The accounts are listed in the order ________________________ _____________________________.

· The ________________________________ is entered in the appropriate column.

· The Trial Balance Debit and Credit columns are ________________ ______________________________.

· Then a ________________________ is drawn across both columns.

Calculating Adjustments:
· NOT ALL CHANGES in the account balances are the result of daily business transactions. Some changes result from the ____________ ____________________________________________________.

· An _____________________ is an amount that is _____________ ____________________________________________________.

Determining the Adjustments Needed:
· If the balance shown for an account is __________________ as of the last day of the fiscal period, then ________________________ ____________________________________________________.
Adjusting the Merchandise Inventory Account:


When calculating the adjustment for __________________________, you need to know:
· __________________________________________________
· __________________________________________________

· Merchandise Inventory is an _______________ account. 

· ______________________is the merchandise a business has on hand and available at the BEGINNING of an accounting period.

· ______________________ is the merchandise a business had on had and available at the END of an accounting period.

· The account balance for Merchandise Inventory _______________ _______________. It is changed ONLY when a _______________ _______________ is taken.

· For Example: Given a Beginning Inventory of $84,291… To adjust the Merchandise Inventory account to reflect the physical inventory amount $81,385, the following transaction is recorded.
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Entering Adjustment for Merchandise Inventory on Work Sheet

· Adjustments are entered in the ________________________ of the work sheet.

· The debit and credit parts of each adjustment are given an _________ _________________.

· The label consists of ________________________________ and is placed just ________________________ of the adjustment amounts.



Other Adustments?
Account balances related to supplies, insurance, and federal corporate income tax require adjustment in order to prepare accurate financial reports.
· Supplies are used up every day. Insurance expires all the time. Without adjustments are your balances correct? 

· ______________________________________________________!
Examples: 

#1:  Adjusting Supplies

Supplies Beginning Balance = $5,549. 

Ending Balance = $1,839. 

What would the  adjustment be? _________________

Adjustment Debit would go to which account? ______________________

Adjustment Credit would go to which account? ______________________
           #2: Adjusting Prepaid Insurance

On December 17th, On Your Mark purchased a new insurance policy. It covers six months, mid December through mid-May. The premium is $1500 (or $250/month). Prepaid Insurance was debited and Cash was credited. It is the end of December and it is time to prepare our balance sheet and income statement. Do we still have $1500 worth of insurance?

Insurance Beginning Balance _________________
Amount of Insurance that has expired ________________

Adjustment Debit would go to which account? ______________________

Adjustment Credit would go to which account? ______________________
Adjusting Estimated Federal Income Tax Expense
· Corporations pay federal corporate income taxes on their net income. Each corporation estimates its federal income tax and pays it to the government in quarterly installments.

· At the end of the year, they’ll figure out their _________________ _____________ and ___________________________________ ___________________________________________________.
· An ______________________________ to insure that the account balances are correct.

Example of Adjusting the Federal Corporate Income Tax Expense Account:
Federal Income Tax Estimate =  _________________

Actual Amount of Income Tax Owed =  ________________

Amount of Adjustment = _______________________

Adjustment Debit would go to which account? ______________________

Adjustment Credit would go to which account? ______________________

Completing the Adjusted Trial Balance Section:

· Once the adjustments are entered in the Adjustments section of the work sheet, it is important to prove that the __________________ _______________________________.
· This is done by completing an _____________________________.

Extending Amounts to Balance Sheet & Income Statement 
Beginning with line 1, each account balance in the Adjusted Trial Balance section is extended to the appropriate column of either the ____________ _________________ or the __________________________________.
Completing the Work Sheet
· After all amounts are extended to the Balance Sheet and Income Statement sections, a ______________ is drawn across the columns in these sections.

· All four columns are then _____________________________.

· The _____________________________________________________ ________________________________________________________.

· After the net income (or net loss) is recorded, the columns in the Balance Sheet and Income Statement sections are ________________________.

· A ___________________________ is drawn across all four columns.

Journalizing Adjustments
The journal entries that update the general ledger accounts at the end of a period are called ________________________________.  The source of information for journalizing the adjusting entries is the _______________ _________________________________________________________.
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Posting Adjusting Entries to the General Ledger
· After the adjusting entries are _________________________________, they are __________________________________________________.

· _________________________________________________________ _________________________________________________________.
















