


IV. WORKSHEET

A worksheet begins with a Trial Balance. Adjustments based upon data accumulated during the period are made.
Horizontal extensions, with like balances being added and unlike balances being subtracted, result in an Adjusted
Trial Balance. Each account is then extended to the proper (similar) column of the Income Statement or Balance
Sheet. Income is then added to both the Income Statement and Balance Sheet to prove the Worksheet.

| Adjusted Income Balance
| Trial Balance Adjustments Trial Balance Statement Sheet
|Cash 117 117 117 |
|Accounts Receivable 5 (£) 30 35 35
| Prepaid Advertising 50 (a) 10 40 40
i 1 i 25 (b) 20 S S |
|Laundry Equipment 48 48 48 |
|Accounts Payable 30 30 30 |
|Unearned Laundry Revenue 20 (e) 10 10 10 |
|Capital. Darin Jones 150 150 150 |
|Withdrawals - Darin Jones 20 20 20 |
| Laundry Revenue 150 (e; 10 190 190 !
! (£) 30 |
| Washer/Dryer Expense 75 75 75
Telephone Expense 10 10 10 |
350 50 |
|Advertising Expense 0 2 () 10 10 10 '
|Laundry Supplies Expense (b) 20 20 20
|Depreciation Expense,
| __Laundry Equipment (c) 1 1 1
|Accumulated Depreciation, |
Laundry Equipment () 1 1 1
Salaries Expense (d) 10 10 10
|Salaries Payable R (o § e X0 - _10 o . _10
81 81 391 351 126 190 265 201 |
I G e 64

! 190 190 265 265 |

Note: Income represents the net changes in assets and liabilities occurring during the period. Because Revenue
(asset increases) were greater than expenses (asset decreases or liability increases), the debit column of the Balance
Sheet is higher than the credit column by an amount equal to net income. This occurred because equity changes
have been temporarily stored in Income Statement accounts. The Closing Process, explained in the next unit, will
formally increase Owner's Equity by the proper amount.

V. ACCOUNTING STATEMENTS

Quick Clean Laundry Service
Balance Sheet
September 30, 1891

[
|
I . |
{Note: Section V has been | Quick Clean Laundry Service [
|arranged to show how Balance | Adjusted Trial Balance | ASSETS
|Sheet accounts come from the | September 30, 1991 | Current Assets: |
|top of the Trial Balance, and) | i Cash $117 |
{Income Statement accounts |Cash $117 |  Accounts Receivable 35 |
|come from the bottom of the |Accounts Receivable 35 | Prepaid Advertising 40 |
| Trial Balance. | | Prepaid Advertising 40 | Laundry Supplies 5 |
! Laundry Supplies 5 | Plant and Equipment: |
Laundry Equipment 48 |  Laundry Equipment 548 |
—— Accumulated Depreciation, | Less Accumulated 1 |
Laundry Equipment $ 1 Depreciation =87 |
Quick Clean Laundry Service Accounts Payable 30| Total Assets $244
Income Statement Salaries Payable 10/ i
| For the Month Ended Sept. 30, 1991 |Unearned Laundry Revenue 10/ LIABILITIES
Capital, Darin Jones 150/ Current Liabilities: |
Revenue: Withdrawals, Darin Jones 20 | Accounts Payable $ 30 |
Laundry Revenue $190 |Laundry Revenue 190| Salaries Payable 10 |
|Advertising Expense 10 |  Unearned Laundry Revenue __10 |
Operating Expenses: Salaries Expense 10 | Total Current Liabilities § 50
Advertising $10 Washer/Dryer Expense 75
Salaries 10 Telephone Expense 10 OWNER'S EQUITY
Washer/Dryer 75 Laundry Supply Expense 20
Telephcne 10 | Depreciation Expense, | Capital Sept. 1 $150
Laundry Supplies 20 |  Laundry Equipment —1 Net Income $64
Depreciation, | $391 Withdrawals _20 _44
Laundry Equipment __1 ! Capital Sept. 30 194
Total Operating Expenses _126 Total Liabilities +
Net Income S 64 Owner's Equity 5244

Note: Now that the concept of normal balances has been firmly established; that is assets and expenses have debit
balances and revenues, liabilities, equity, and contra assets (accumulated depreciation) have credit balances, it will
no longer be necessary to restrict statement presentations to two columns with debit balances always to the left of
credit balances. The above statements have been so constructed.
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