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The	The	requested	URL	was	not	found	on	this	server.	Additionally,	a	404	Not	Found	error	was	encountered	while	trying	to	use	an	ErrorDocument	to	handle	the	request.	Apache/2.4.41	(Ubuntu)	Server	at	m.central.edu	Port	443	This	exercise	book	is	the	first	of	four	exercise	books	that	correspond	directly	with	the	Accounting	Cycle	textbook.	The
exercises	relate	specifically	to	Part	1	of	the	Accounting	Cycle	textbook.	It	includes	problems	covering	the	fundamental	accounting	equation	(assets,	liabilities,	and	Owners'	equity),	how	transactions	impact	the	accounting	equation,	and	the	core	financial	statements	(the	Income	Statement,	the	Statement	of	Retained	Earnings,	Balance	Sheet,	and
Statement	of	Cash	Flows).	Because	everyone	is	pressed	for	time,	the	need	to	look	up	the	summary	of	this	book	or	that	one	is	sometimes	a	priority.	Therefore,	a	wide	variety	of	sites	are	available	containing	them.	Follow	these	guidelines	to	learn	where	to	find	book	summaries	online.Websites	and	BlogsMany	websites	and	blogs	offer	summaries	of
chapters	in	books	for	free	to	their	readers.	Some	present	notes,	reflections,	and	reviews	that	their	readers	can	comment	on,	discuss,	or	reflect	on.	The	purpose	of	these	websites	and	blogs	is	to	present	an	informal	setting	for	people	to	enjoy	books	without	feeling	the	pressure	of	making	a	purchase.	Some	of	the	bloggers	and	website	owners	also	provide
video	and	audio	summaries,	as	well.It¢Ã​Â​Âs	possible	to	find	chapter	summaries	of	books	available	through	subscription	services,	as	well	as	book	apps.	Some	of	these	services	provide	audio,	PDF,	and	infographics	of	the	books.	If	that¢Ã​Â​Âs	not	enough,	some	of	these	book	apps	and	subscription	services	also	offer	links	to	videos,	reports	and	TED	talks
for	the	books,	as	well.	Some	of	these	services	provide	audio,	PDF,	and	infographics	of	the	books.	If	that¢Ã​Â​Âs	not	enough,	some	of	these	book	apps	and	subscription	services	also	provide	links	to	videos,	reports	and	TED	talks	for	books,	as	well.YouTube	Channels	Offering	Book	SummariesIf	you	would	rather	not	read	a	summary	of	books,	there	are
many	YouTube	channels	offering	book	summaries	online.	These	¢Ã​Â​ÂYouTubers¢Ã​Â​Â	select	a	book,	present	information	about	it,	provide	insights,	highlight	reviews	about	it,	and	summarize	its	plot.	Some	of	these	channels	follow	a	specific	niche	topic	while	others	are	about	books	in	general.Research	or	Special	Interest	Book	Summary	WebsitesFor
those	who	need	a	summary	of	a	book	that	covers	a	research	or	special	interest	topic,	there	are	dozens	of	book	summary	websites	focusing	specifically	on	this.	While	you	may	not	find	a	short	summary	of	Hamlet,	you	will	see	religious	book	summaries,	book	summaries	for	health-related	topics,	or	topics	for	business-related	books.Students	Searching	for
Book	SummariesStudents	are	constantly	on	the	lookout	for	book	summaries	for	research	purposes,	as	well	as	for	books	they	need	to	read	for	classes.	For	example,	they	may	need	a	summary	of	Roberts	rules	or	a	simple	summary	of	Macbeth	to	help	them	write	a	research	paper,	and	a	book	summary	website	will	help	them	achieve	that	goal.	These	book
summary	sites	contain	information	about	the	author,	release	date,	characters,	plot,	and	then	move	on	to	the	summaries,	like	a	short	summary	of	Othello,	for	example.	MORE	FROM	QUESTIONSANSWERED.NET	We	have	gone	through	the	entire	accounting	cycle	for	Printing	Plus	with	the	steps	spread	over	three	chapters.	Let¢Ã​Â​Âs	go	through	the
complete	accounting	cycle	for	another	company	here.	The	full	accounting	cycle	diagram	is	presented	in	Figure	5.14.	Figure	5.14	The	Accounting	Cycle.	(attribution:	Copyright	Rice	University,	OpenStax,	under	CC	BY-NC-SA	4.0	license)	We	next	take	a	look	at	a	comprehensive	example	that	works	through	the	entire	accounting	cycle	for	Clip¢Ã​Â​Âem
Cliff.	Clifford	Girard	retired	from	the	US	Marine	Corps	after	20	years	of	active	duty.	Cliff	decides	it	would	be	fun	to	become	a	barber	open	his	own	shop	called	¢Ã​Â​ÂClip¢Ã​Â​Âem	Cliff.¢Ã​Â​Â	He	will	run	the	barber	shop	out	of	his	home	for	the	first	couple	of	months	while	he	identifies	a	new	location	for	his	shop.	Since	his	Marines	career	included	several
years	of	logistics,	he	is	also	going	to	operate	a	consulting	practice	where	he	will	help	budding	barbers	create	a	barbering	practice.	He	will	charge	a	flat	fee	or	a	per	hour	charge.	His	consulting	practice	will	be	recognized	as	service	revenue	and	will	provide	additional	revenue	while	he	develops	his	barbering	practice.	He	obtains	a	barber¢Ã​Â​Âs	license
after	the	required	training	and	is	ready	to	open	his	shop	on	August	1.	Table	5.2	shows	his	transactions	from	the	first	month	of	business.	Transactions	for	August	Date	Transaction	Aug.​Ã	Â1	Cliff	issues	$70,000	shares	of	common	stock	for	cash.	Aug.​Ã	Â3	Cliff	purchases	barbering	equipment	for	$45,000;	$37,500	was	paid	immediately	with	cash,	and	the
remaining	$7,500	was	billed	to	Cliff	with	payment	due	in	30	days.	He	decided	to	buy	used	equipment,	because	he	was	not	sure	if	he	truly	wanted	to	run	a	barber	shop.	He	assumed	that	he	will	replace	the	used	equipment	with	new	equipment	within	a	couple	of	years.	Aug.​Ã	Â6	Cliff	purchases	supplies	for	$300	cash.	Aug.​Ã	Â10	Cliff	provides	$4,000	in
services	to	a	customer	who	asks	to	be	billed	for	the	services.	Aug.​Ã	Â13	Cliff	pays	a	$75	utility	bill	with	cash.	Aug.​Ã	Â14	Cliff	receives	$3,200	cash	in	advance	from	a	customer	for	services	not	yet	rendered.	Aug.​Ã	Â16	Cliff	distributed	$150	cash	in	dividends	to	stockholders.	Aug.​Ã	Â17	Cliff	receives	$5,200	cash	from	a	customer	for	services	rendered.
Aug.​Ã	Â19	Cliff	paid	$2,000	toward	the	outstanding	liability	from	the	August	3	transaction.	Aug.​Ã	Â22	Cliff	paid	$4,600	cash	in	salaries	expense	to	employees.	Aug.​Ã	Â28	The	customer	from	the	August	10	transaction	pays	$1,500	cash	toward	Cliff¢Ã​Â​Âs	account.	Table	5.2	Transaction	1:	On	August	1,	2019,	Cliff	issues	$70,000	shares	of	common	stock
Cash.	analysis:	clip	-	em	cliff	now	has	more	cash.	liquidity	is	an	activity,	which	is	increasing	on	the	debt	side.	when	society	issues	shares,	this	produces	a	higher	standard	figure	than	before	issue.	the	account	of	ordinary	shares	is	increasing	on	the	credit	side.	transaction	2:	August	3,	2019,	cliff	buys	barber	equipment	for	$45,000;	$37,500	were	paid
immediately	with	cash	and	the	remaining	$	7.500	were	billed	at	cliff	with	payment	due	in	30	days.	analysis:	clip	-	em	cliff	now	has	more	equipment	than	before.	the	equipment	is	an	activity,	which	is	increasing	from	the	debt	side	for	$45,000.	liquidity	is	used	to	pay	$37,500.	liquidity	is	an	activity,	falling	on	the	credit	side.	cliff	asked	to	be	billed,	which
means	it	did	not	pay	in	cash	immediately	for	$	7.500	of	the	equipment.	payable	accounts	are	used	to	report	this	short-term	responsibility.	the	payable	accounts	are	increasing	from	the	point	of	view	of	the	credit.	transaction	3:	on	August	6,	2019,	cliff	buys	supplies	for	$300	cash.	analysis:	clip	-	em	cliff	now	has	less	cash.	liquidity	is	an	activity,	which	is
decreasing	on	the	credit	side.	supplies,	a	balance	sheet,	are	increasing	on	the	debt	side.	transaction	4:	on	August	10,	2019,	provides	$4,000	in	services	to	a	customer	who	asks	to	be	billed	for	services.	analysis:	clip	€	em	cliff	provided	the	service,	thus	earning	revenue.	revenue	affects	equity	and	increases	on	the	credit	side.	the	customer	did	not	pay
immediately	for	the	service	and	has	the	payment	of	the	cliff.	This	is	a	credit	for	the	cliff.	Credits	are	good	that	is	increasing	on	the	debt	side.	5	transaction:	August	13,	2019,	cliff	pays	a	$75	bill	with	cash.	analysis:	clip	-	em	cliff	now	has	less	cash	than	before.	liquidity	is	an	activity	that	ison	the	credit	side.	Utility	payments	are	billed	charges.	Utilities
adversely	affect	equity	and	increase	debt.	Transaction	6:	On	August	14,	2019,	Cliff	receives	$3,200	in	advance	from	a	customer	alled	etneilc	li	,9102	otsoga	82	li	:11	enoizasnarT	.otibed	otal	lad	odnatnemua		Ãtiuqe'l	onocudir	idnepits	ilged	eseps	eL	.adneiza'l	rep	aseps	anu	¨Ã	atseuq	,idnepits	ilg	agap		Ãteicos	al	odnauQ	.otiderc	otal	lad	odneunimid	ats
ehc	,	Ãtivitta'nu	¨Ã		Ãtidiuqil	aL	.itnatnoc	onem	ah	aro	ffilC	mE	-	pilC	:isilanA	.itnednepid	i	rep	idnepits	ni	itnatnoc	ni	006.4	$	otagap	ah	ffilC	,9102	otsoga	22	li	:01	enoizasnarT	.otibed	otal	lad	olac	ni	,	Ãtilibasnopser	id	otnoc	nu	onos	ilibagap	itnoc	I	.otiderc	otal	lad	odneunimid	ats	ehc	,	Ãtivitta'nu	¨Ã		Ãtidiuqil	aL	.itnatnoc	onem	ah	aro	ffilC	mE	-	pilC
:isilanA	.otsoga	3	led	enoizasnart	allad	osepsos	ni		Ãtilibasnopser	al	rep	000.2	$	otagap	ah	ffilC	,9102	otsoga	91	li	:9	enoizasnarT	.otiderc	led	atsiv	id	otnup	lad	odnatnemua	onnats	oizivres	led	etartne	eL	.	Ãtiuqe'l	onatnemua	oizivres	led	etartne	eL	.etuicsonocir	eresse	onossop	etartne	el	ehc	acifingis	ehc	li	,oizivres	li	otinrof	otats	​Ã	.otibed	otal	lad
odnatnemua	ats	ehc	,	Ãtivitta'nu	¨Ã		Ãtidiuqil	aL	.amirp	id	itnatnoc	¹Ãip	ah	aro	ffilC	me	-	pilC	:isilanA	.iser	izivres	i	rep	etneilc	nu	ad	itnatnoc	ni	002.5	$	evecir	ffilC	,9102	otsoga	71	li	:8	enoizasnarT	.otibed	otal	lad	onatnemua	idnedivid	I	.idnedivid	ied	otnoc	li	atnemua	e		Ãtiuqe'l	ecudir	²Ãic	,idnedivid	i	agap		Ãteicos	al	odnauQ	.otiderc	otal	lad
odneunimid	ats	ehc	,	Ãtivitta'nu	¨Ã		Ãtidiuqil	aL	.itnatnoc	onem	ah	aro	ffilC	mE	-	pilC	:isilanA	.itsinoiza	ilga	idnedivid	ni	itnatnoc	ni	051	$	otiubirtsid	ah	ffilC	,9102	otsoga	61	li	:7	enoizasnarT	.otiderc	led	atsiv	id	otnup	lad	odnatnemua	ats	ehc	,	Ãtivissap	id	otnoc	li	onos	etisiuqca	non	etartne	eL	.etuicsonocir	eresse	arocna	onossop	non	etartne	el	e	etneilc
li	rep		Ãtilibasnopser	anu	aerc	²ÃiC	.oizivres	li	etneilc	la	eved		Ãteicos	al	ehc	acifingis	²ÃiC	.	Ãteicos	al	otagap		Ãig	ah	am	izivres	otuvecir	arocna	ah	non	etneilc	lI	.otibed	otal	lad	odnatnemua	ats	ehc	,	Ãtivitta'nu	¨Ã		Ãtidiuqil	aL	.itnatnoc	¹Ãip	ah	aro	ffilC	mE	-	pilC	:isilanA	.eredner	ad	izivreS	of	August	10	pays	$1,500	in	cash	for	Cliff's	account.	Analysis:
The	customer	has	made	a	partial	payment	on	their	outstanding	account.	This	reduces	account	accounts	ia	,xatSnepO	,ytisrevinU	eciR	thgirypoC	:enoizubirttA(	.pilc	al	rep	otatsuigga	non	avorp	id	oirbiliuqE	81.5	arugiF	.81.5	arugiF	allen	erappa	ffilC	mE	-	pilC	rep	otatsuigga	non	avorp	id	odlas	lI	.otaicnalib	erenamir	rep	otiderc	led	annoloc	allen	elatot	la
erednopsirroc	eved	otibed	id	annoloc	allen	elatot	lI	.atazzilatot	eneiv	annoloc	ingo	,etterroc	ennoloc	ella	itirefsart	onognev	otnoc	led	idlas	i	ittut	ehc	atlov	anU	)0.4	AS-CN-YB	CC	aznecil	alled	isnes	ia	,xatSnepO	,ytisrevinU	eciR	thgirypoC	:enoizubirttA(	.pilc	al	rep	otatsuigga	non	avorp	id	odlaS	71.5	arugiF	.71.5	arugiF	allen	otartsulli	emoc	otiderc	o
otibed	id	annoloc	etnednopsirroc	len	otatsuigga	non	avorp	id	odlas	la	otirefsart	eneiv	otnoc	nucsaic	ni	otiderc	o	otibed	id	elanif	odlas	lI	.570.38	$	a	oiranoiza	otnoc	led	idlas	ied	e		Ãtilibasnopser	alled	ammos	alla	elaugu	¨Ã	ffilC	id		Ãtilibatnoc	allen		Ãtivitta	elled	itnoc	ied	idlas	ied	ammos	al	ehc	iaretoN	)0.4	AS-CN-YB	CC	aznecil	alled	isnes	ia	,xatSnepO
,ytisrevinU	eciR	thgirypoC	:enoizubirttA(	.otsoga	rep	T	inoizatnoC	61.5	arugiF	.61.5	arugiF	allen	otatneserp	¨Ã	stnuoccA-T	ad	otatneserppar	ffilC	id	pilC	id	ortsam	orbil	lI	.otnoc	nu	ni	itiderc	e	itibed	art	aznereffid	al	odnednerp	edacca	²ÃiC	.elanif	odlas	nu	eraloclac	eved	enoizasnart	anu	id	¹Ãip	ah	ehc	tnuocca	isaislauQ	.elibatnoc	otnoc	leuq	id	otiderc	id
o	otibed	otal	len	otnoc	lus	inoizamrofni	el		Ãrirefsart	e	enoizasnart	ingo	osrevartta		Ãressap	ffilC	.T	igatnoc	ad	otatneserppar	etnemavisiv	¨Ã	ortsam	orbil	lI	.ortsam	orbil	la	oiraid	lus	inoizamrofni	eracilbbup	id	olleuq	¨Ã	elibatnoc	olcic	len	ovisseccus	ossap	li	,oiraid	led	icov	el	ettut	etaerc	atlov	anU	)0.4	AS-CN-YB	CC	aznecil	alled	isnes	ia	,xatSnepO
,ytisrevinU	eciR	thgirypoC	:enoizubirttA(	.otsoga	rep	oiraid	id	icoV	51.5	arugiF	.51.5	arugiF	allen	otatneserp	¨Ã	otsoga	rep	otelpmoc	oiraid	lI	.otibed	otal	lus	otnemua	ni	,	Ãtivitta'nu	¨Ã		Ãtidiuqil	aL	.otiderc	otal	lus	ecsiunimid	ehc	elainomirtap	otnoc	nu	onos	itiderc	I	CC	BY-NC-SA	4.0	license)	The	unfixed	test	balance	shows	a	debt	and	credit	balance	of
$87.900.	Remember,	the	unfixedThe	balance	is	prepared	before	any	adjustment	of	the	period	is	made.	On	31	August,	Cliff	has	the	transactions	indicated	in	Table	5.3	that	require	adjustment.	August	31	Transactions	Date	Transaction	August	31	Cliff	took	an	inventory	of	supplies	and	discovered	that	$250	of	supplies	remain	unused	at	the	end	of	the
month.	August	31	The	equipment	purchased	on	August	3	depreciated	$2,500	in	August.	August	31	Clip	-	Em	Cliff	ran	$1,100	of	services	during	August	for	the	customer	from	the	transaction	on	August	14.	August	31	Revision	of	the	Bank's	statement,	Clip	Cliff	discovers	$350	of	interest	earned	during	August	that	were	not	previously	collected	and
unregistered.	As	a	new	customer	for	the	bank,	interest	was	paid	by	a	bank	offering	an	average	interest	rate	higher	than	the	market.	Unpaid	and	previously	unpaid	income	taxes	for	the	month	are	$3,400.	Tax	payment	was	to	cover	its	estimated	federal	quarterly	income	taxes.	Lives	in	a	state	that	does	not	have	an	individual	income	tax	table	5.3
Transaction	regulation	1:	Cliff	took	an	inventory	of	supplies	and	discovered	that	$250	of	supplies	remain	unused	at	the	end	of	the	month.	Analysis:	$250	of	supplies	remain	at	the	end	of	August.	The	company	began	the	month	with	supplies	for	a	value	of	$300.	Therefore,	$50	of	supplies	were	used	during	the	month	and	must	be	recorded	(300	-	250).
Supplies	are	an	activity	that	is	decreasing	(credit).	Supplies	are	a	kind	of	prepaid	expense,	which	when	used,	becomes	a	shopping.	The	costs	of	supplies	would	increase	(debit)	for	the	$50	of	supplies	used	during	August.	Transaction	Regulation	2:	the	equipment	purchased	on	August	3	depreciated	$2,500	during	August.	Analysis:	the	cost	iaraf	iaraf	ol
,iuq	otnematromma	id	iloclac	odnecaf	omaits	non	es	ehcnA	.otnematromma	id	erutaihccerappa	elled	otnoc	li	e	erutaihccerappa	elled	otnoC	-	otalumucca	otnematromma'llus		Ãriulfni	otnematromma	otseuQ	.otsoga	etnarud	otangessa	otats	¨Ã	005.2	$	id	through	more	complex	calculations,	such	as	amortization	in	long-term	goods.	Accumulated
Depreciation–Equipment	is	a	contract	asset	account	(contractor	to	Equipment)	and	increases	(credit)	for	$2,500.	Depreciation	Expense–Equipment	is	an	expense	account	that	is	increasing	(debit)	for	$2,500.	Transaction	rule	3:	Clip’em	Cliff	performed	$1,100	of	the	services	during	August	for	the	customer	from	the	transaction	August	14.	Analysis:	The
customer	from	the	transaction	on	August	14	gave	the	company	$3,200	in	advanced	payment	for	services.	By	the	end	of	August	the	company	had	earned	$1,100	of	the	advanced	payment.	This	means	that	the	company	still	has	to	provide	$2,100	in	services	to	that	customer.	Since	some	of	the	previous	revenues	are	now	earned,	Unearned	Revenue	would
decrease.	Unearned	Revenue	is	a	liability	account	and	decreases	on	the	debt	side.	The	company	can	now	recognize	the	$1,100	as	earned	income.	Service	increase	(credit)	for	$1,100.	Transaction	4	regulation:	Reviewing	the	company	bank	statement,	Clip’em	Cliff	identifies	$350	of	interest	earned	during	August	which	was	previously	unregistered.
Analysis:	The	interest	is	the	income	for	the	company	on	money	held	in	a	monetary	market	account	at	the	bank.	The	company	only	sees	the	bank	account	at	the	end	of	the	month	and	needs	to	record	as	interest	revenue	received	reflected	on	the	bank	account.	Interests	Revenue	is	a	revenue	account	that	increases	(credit)	for	$350.	Since	Clip’em	Cliff
has	yet	to	collect	this	interest	income,	it	is	considered	a	credit.	Interests	Credit	increase	(debit)	for	$350.	Transaction	rule	5:	Unpaid	income	taxes	and	previously	unregistered	for	the	month	are	$3,400.	Analysis:	Income	taxes	are	a	business	expense	that	accumulate	during	the	period,	but	are	paid	only	in	times	aseps	aseps	anu	¨Ã	otidder	lus	etsopmI
.otidder	lus	atsopmi'l	otalumucca	ah	am	,otnemagap	li	otseihcir	ah	non	odoirep	otseuQ	.onna'l	ottut	etnarud	Lairt	detsujda	eht	ecno	.051,$	fo	ecnalab	tiderc	dna	tibed	a	swohs	ecnalab	lairt	detsujda	eht	)esecil	0.4	as-Cn-yb	cc	Rednu	,ytisrevinu	tgiryta(	.Ffilt	t	t.	lairT	detsujdA	22.5	erugiF	.22.5	erugiF	ni	nwohs	si	ecnalab	lairt	detsujda	sÂ​Â​Ã¢ffilC
meÂ​Â​Ã¢pilC	.ecnalab	lairt	detsujda	eht	eraperp	ot	si	elcyc	eht	ni	pets	txen	ehT	.ecnalab	lairt	detsujdanu	eht	ot	derrefsnart	regdel	lareneg	Eht	yaw	eht	,em	lablab	lairt	detsujda	eht	ot	derrefsnart	tnuocca	hcae	ni	ecnalab	tibed	lanif	eht	.578,08$	for	secnalab	tnuoc	ytiuqe	scons	eht	hte	0.4	AS-CN-YB	CC	Rednu	,xatsnepo	,ytisrevinu	ecir	thgirypoc
:noitirtta(	.ffilc	meâ€â€â€ãpilc	rof	)Stnuocca-t	by(	Seirtne	Regdel	-T	EHT	.sregdel	eht	tneserper	ot	tneocca-t	gnisu	ew	,soprup	evitatetsu	Egdel	Lareneg	A	ENSU	YLAMON	DLUMON	DLUMOW	EW	)ESNECIL	0.4	AS-CN-YB	CC	REDNU	,ytisrevinu	Ecir	Thgirypoc	:noitirretta(	.ffilc	meg	5jampddel	regdel	regdel	regdel	regdel	regdel	regdel	rof	rof	rof	scart
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,itavresnoc	ingadaug	id	enoizaraihcid	al	,otidder	id	enoizaraihcid	al	olos	omairaperP	).olcic	len	7	ossap(	oicnalib	ous	li	eraraperp	²Ãup	ffilC	,otaraperp	¨Ã	In	Figure	5.25	Figure	5.25	Balance	Sheet	for	Clipâ	€	™	EM	Cliff.	(Attribution:	Copyright	Rice	University,	OpenStax,	under	CC	By-NC-SA	by-NC-SA	license)	The	balance	sheet	shows	total	assets	of
$80,875,	which	equals	total	liabilities	and	equity.	Now	that	the	financial	statements	are	complete,	Cliff	will	go	to	the	next	step	in	the	accounting	cycle,	preparing	and	posting	closing	entries.	To	do	this,	Cliff	needs	his	adjusted	trial	balance	information.	Cliff	will	only	close	temporary	accounts,	which	include	revenues,	expenses,	income	summary,	and
dividends.	The	first	entry	closes	revenue	accounts	to	income	summary.	To	close	revenues,	Cliff	will	debit	revenue	accounts	and	credit	income	summary.	The	second	entry	closes	expense	accounts	to	income	summary.	To	close	expenses,	Cliff	will	credit	expense	accounts	and	debit	income	summary.	The	third	entry	closes	income	summary	to	retained
earnings.	To	find	the	balance,	take	the	difference	between	the	income	summary	amount	in	the	first	and	second	entries	(10,650	¢Ã​Â​Â	10,625).	To	close	income	summary,	Cliff	would	debit	Income	Summary	and	credit	Retained	Earnings.	The	fourth	closing	entry	closes	dividends	to	retained	earnings.	To	close	dividends,	Cliff	will	credit	Dividends,	and
debit	Retained	Earnings.	Once	all	of	the	closing	entries	are	journalized,	Cliff	will	post	this	information	to	the	ledger.	The	closed	accounts	with	their	final	balances,	as	well	as	Retained	Earnings,	are	presented	in	Figure	5.26.	Figure	5.26	Closed	Accounts	with	Final	Balances	for	Clip¢Ã​Â​Âem	Cliff.	(attribution:	Copyright	Rice	University,	OpenStax,	under
CC	BY-NC-SA	4.0	license)	Now	that	the	temporary	accounts	are	closed,	they	are	ready	for	accumulation	in	the	next	period.	The	last	step	for	the	month	of	August	is	step	9,	preparing	the	post-closing	trial	balance.	The	post-closing	trial	balance	should	only	contain	permanent	account	information.	No	temporary	accounts	should	appear	on	this	trial
balance.	Clip¢Ã​Â​Âem	Cliff¢Ã​Â​Âs	post-closing	trial	balance	is	presented	in	Figure	5.27.	Figure	5.27	Post-Closing	Trial	Balance	for	Clip¢Ã​Â​Âem	Cliff.	(attribution:	Rice	University,	OpenStax,	under	CC	BY-NC-SA	4.0	license)	At	this	point,	Cliff	completed	the	accounting	cycle	for	August.	Now	he	is	ready	to	start	the	process	again	for	September,	and
future	periods.	One	step	in	the	accounting	cycle	we	have	not	covered	is	to	reverse	the	voices.	Inverse	entries	can	be	made	at	the	beginning	of	a	new	period	at	certain	accruals.	The	company	will	reverse	the	adjustment	of	the	revenue	made	during	the	period	preceding	revenue	and	expenditure.	It	may	be	difficult	to	track	staruals	from	previous	periods,
as	support	documentation	cannot	be	readily	available	in	current	or	future	periods.	This	requires	that	an	accountant	remember	when	these	staruals	came	from.	Inverting	these	accruals,	there	is	a	reduced	risk	for	counting	revenue	and	spending	twice.	Support	documentation	received	in	the	current	or	future	period	for	a	repeal	will	be	easier	to	match
previous	revenue	and	expenses	with	reverse.	As	we	have	learned,	the	current	report	shows	how	a	company	can	cover	short-term	debt	with	short-term	activities.	Check	out	the	2017	Annual	Report	for	Target	and	calculate	the	current	report.	What	does	Target	mean?	You	own	a	company	that	just	started	operations.	You	have	made	several	expensive
equipment	purchases	in	your	first	month	to	start	your	business.	These	purchases	very	reduced	your	cash-on-hand,	and	in	turn	your	liquidity	suffered	in	the	following	months	with	a	low	labor	capital	and	current	relationship.	Your	business	is	now	in	its	eighth	month	of	operation,	and	while	you	are	beginning	to	see	a	growth	in	sales,	you	are	not	seeing	a
significant	change	in	your	working	capital	or	current	relationship	from	low	numbers	in	your	first	months.	What	can	be	attributed	to	this	stagnancy	of	liquidity?	There	is	something	you	can	do	as	o	o		Ãtidiuqil	aut	al	eraibmac	ioup	non	es		Ãredeccus	asoC	?	Ãtidiuqil	id	erusim	etseuq	eraroilgim	rep	iraffa	id	?escrow	?escrow	steg
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