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In the case of Yazici Advertising, it estimates depreciation on its office eguipment to be 4,800 a

year {cost 50,000 less residual value 2,000 divided by useful life of 10 years), or 400 per

month. The analysis and adjustment for depreciation is summarized in lllustration . The

balance in the Accumulated Depreciation—Equipment account will increase 400 each month.

Therefore, after journalizing and posting the adjusting entry for the second month of use at

November 30, the balance will be 800
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Basic The expense Depreciation Expense isincreased £400, and the contra asset
Analysis Accumulated Depreciation—Equipment is increased 400,
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For example, Yazici Advertising received 12,000 on October 2 from R. Knox for advertising
services expected to be completed by December 31. Yazici credited the payment to Unearned
Service Revenue. This liability account shows a balance of 12,000 in the October 31 trial balance.
Based on an evaluation of the service Yazici performed for Knox during October, the company
determines that it should recognize 4,000 of revenue in October. The liability (Unearned Service
Revenue) is therefore decreased and equity (Service Revenue) is increased, as shown In
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Basic The liability Unearned Service Revenue isdecreased 44,000, and the revenue
Analysis Service Revenue is increased £4,000.
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