Completing the Accounting Cycle for a Merchandising Corporation
Chapter 20

Objectives:

· Journalize closing entries for a mdse. corporation.

· Post closing entries to the general ledger.

· Prepare a post-closing trial balance.

· Describe the steps in the accounting cycle.

Closing entries 

· prepared the same way for a merchandising business as a service business

· reviewed for accuracy and completeness

· transfer balances from temporary accounts to permanent accounts

· posting results in temporary accounts having 0 balances

· ready for next accounting period

Steps in Closing the Ledger—refer to pps. 551 & 553 & 554
· close temp accounts with Credit balances to Income Summary
· close temp accounts with debit balances to Income Summary

· close Income Summary to capital---(retained earnings if corp.)
· close withdrawals account to capital----(not used for mdse. bus. organized as corp.)

Problem 20-1, page 555

Posting

· works the same as before

· Closing Entry is written in Description column of ledger

Post-Clsoing Trial Balance

· Prepared after posting of closing entries

· Proves ledger is in balance

Accounting Cycle

· Collect and verify source documents

· Analyze each business transaction

· Journalize transaction

· Post transactions to general ledger & subsidiary ledgers

· Prepare a trial balance

· Complete a worksheet

· Prepare financial statements----income statement, statement of retained earnings & balance sheet

· Journalize and post adjusting entries

· Journalize and post closing entries

· Prepare a post-closing trial balance

Current Ratios



Current Assets/Current Liabilities

Quick Ratio



Cash & Receivables/Current Liabilities

Problems


Analyze Accounting page 562

Problem 20-2 page 562

20-3 page 562

20-4 page 567

20-5 page 568

20-6 page 568

20-7 page 569

20-8 page 570

