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NET INCOME

Prepared by | T. Mahmood Almutawa

EXAMPLE:

The following balances were extracted from the books of, on December 31, 2010:

Sales 9,200 Import Tax 200
Sales Returns 1,200 Purchaselnsurance 350
Sales Discount 800 Freight-In 450
Beginning Inventory (Jan 1%) 3,000 Freight-Out 100
Ending Inventory (Dec 31%') 4,000 Commissionearned 1,600
Purchases 7,200 Rent Expense 550
Purchases Returns 2,000 Utility Expense 150
Purchases Discount 200 Salaries Expense 1,000
ANSWER:
— | Sales/ Gross Sales 9,200
STEP (1) Less: Sales Discount 800
NET SALES Less: Sales Return & allowance 1,200
— | Net Sales 7,200
— Beginning Inventory 3,000 4
Purchases 7,200 4
Less: Purchase Discount 2,000
Less: Purchase Return & allowance 200
Net Purchase 5000| (+)
STEP (2) _J Add: Import Tax 200 1 (;)
COGS Add: Purchase Insurance 350
Add: FreightIn 450 v
Cost of Purchases 6,000
Cost of Goods Available 9,000
Less: Ending Inventory 4,000 v
— | Cost of Goods Sold (COGS) 5,000
. R(S)ZEPP I%)FIT— Gross I.Droflt _ 2,200
STEP (4) Add: Commission earned 1,600
TOTAL REVENUE Total Revenues 3,800
Freight-out 100 1
Rent Expense 550 ,,)
STEP (5) Utility Expense 150 -
TOTAL EXPENSE Salaries Expense 1,000 |
Total Expenses 1,800
STEP (6) —— [ Net Profit 2,000

NET PROFIT




EXPLAINATION -~ -l

STEP (1) NET SALES

Net Sales 3l ol -

(Sale e Ot s i S Hlad) = Hlal)

STEP (2) COGS

| Beginning Inventory 4 X! -

Net Purchase 4 «lus -

e s () i 5 i gy yall - k)

(Purchase -

Cost of Purchase - b -

(ad Aa Loy ddleial) Ciy Juaall S aanl)

Cost of Goods Sold 4/ b -

Cost of Purchase +Beginning )

«— (Ending J z skl &

STEP (3) GROSS PROFIT

z s & Gross Profit 4l bl -

<«— Net Sales 2! ¢ COGS A

STEP (4) TOTAL REVENUES

! &= Gross Profit J geal -

Azl

STEP (5) TOTAL EXPENSE

Calculate Total Expenses

Sales/ Gross Sales 9,200

Less: Sales Discount 800

Less: Sales Return & allowance 1,200

Net Sales 7,200
| Beginning Inventory | 3,000]

Purchases 7,200

Less: Purchase Discount 2,000

Less: Pur. Return & allowance 200

Net Purchase 5,000 v v

() ()

Add: Import Tax 200 | 4

Add: Purchase Insurance 350

Add: Freight In 450 1

Cost of Purchases 6,000

Cost of Goods Available 9,000

Less: Ending Inventory 4,000 v

Cost of Goods Sold (COGD) 5,000
| Gross Profit | | 2,200 |

Add: Commission earned 1,600

Total Revenues 3,800

Freight-out 100 (9)

Rent Expense 550 1

Utility Expense 150

Salaries Expense 1,000 v

Total Expenses 1,800
| Net Profit | | 2,000 |

STEP (6) NET INOCME/LOSS

<« Total Rev. o Total Exp. ¢ bl -



DEPRECIATION 1

Prepared by | T. Mahmood Almutawa

DEPRECIATION:J sa¥! bl

(oal Y)W jee JDIA (el — YY) — 5l (b)) Jia) dad e GNgILY) it s
rolual U8, Hha cllia

1- Straight Line Method 2- Double Declining Method

(1) STRAIGHT LINE METHODS
Gl gl aran (8 4 glaiie s A0 ALY Ao Lgd ()5S

STRAIGHT LINE DEPRECIATON EQUATION:

Acquisition cost— Salvage value
Useful life
G gidly Jhguall A Gildanall (585 Ladie 48y jlall 238 404005

(Acquisition cost - salvage value) x Depreciation Rate %
% Asnsilly Jlsud) & ldanall () oS5 Ladie 48y ylall 38 22305

ACQUISITION COST (TOTAL COST):

)y ddaliall ST ¢ sena + (Assets)daa! ¢l i dad s
(Cost Price + Insurance + Tax + Freight In + Installing :JGx)

SALVAGE VALUE (SCRAPE VALUE):
ol 58] o pec ¢liadil ey Al giall Lol dad s

USEFUL LIFE:
JeaSU ol Y1 eal) 5o




EXAMPLE (1): & sl alaaialy Jla

AbadiCo. boughtequipmenton January 1%,2018. Information given below:

Cost price BD 36,000
Installation 2,000

Salvage value 4,000 38,000
Usefullife 4 years

Acquisition Cost=
36,000+2,000=

A- By using the straight-line method, calculate depreciation expense, accumulated
depreciation & net book value for four years using the following table:

g S DY) G Dl JeaY) Al e
. Depreciation | Accumulated | Net Book Value
year Calculation Expense | Depreciation Acq. - Acc. Dep
Acquisition cost— Salvage value 38.000 — 8500
2018 L5, 8500 | 8500 29500
4 Y.
38,000~ 4,000 8,500 « |= 38,000-17,000=
2019 Y ~ 17,000 21,000
38,000— 4,000 = 38,000-25,500=
2020 Y 8,500 . 25,500 12.500
2021 60004000 8,500« |= 34,000 4,000
selisla) e oSl Adaa S
NBYV year 5 = Salvage Value
B- Prepare journal entry for the Third year.
Date Explanation [()Sgl)t (igeg)'t
D260C2%1 Depreciation Expense 8,500
Accumulated Depreciation 8,500

C- Assume the truck has been boughton April 1%, 2018. Calculate depreciation
expense forthe first year.

. Depreciation | Accumulated Net Book
year Calculation Expense Expense Value
38,000— 4,000 9 38,000- 6,363=
2018 7 X - 6,363 6,363 31.625
LY I
[ | L/ | | | | [ |
Jan Feb Mar A May Jun Jul Aug Sep Oct Nov Dec Elp PR

0% 9




EXAMPLE (2): Al aladiuly (Sl JUL) sl

AbadiCo. boughtequipmenton January 1%,2018. Information given below:

Cost price BD 36,000
Installation 2,000
Salvage value 4,000
Rate 25%

Acquisition Cost=

36,000+2,000=
38,000

A- By using the straight-line method, calculate depreciation expense, accumulated
depreciation & net bookvalue for four years using the following table:

. Depreciation | Accumulated | Net Book Value
year SatlElel Expense | Depreciation Acq. - Acc. Dep.
(Acq. - salvag.) x Rate (%) 38,000-38500=
2018 (38,000 - 4,000) x 25% 8500 el 8500 29500
| = 38,000 -
2019 | (38,000-4,000)x25% 8500 17,000 17.000=21.000
2020 | (38,000 -4,000) x 25% 8500 “|=, 25500 |, ggé()=0102_5oo
2021 | (38,000-4,000)x25% 8500 = 34,000 4,000
selisla) e K00 s M
NBYV year 5 = Salvage Value
B- Prepare journal entry for the Third year.
. Debit Credit
Date Explanation (BD) (BD)
Dec 31, L
2020 Depreciation Expense 8,500
Accumulated Depreciation 8,500

C- Assume the truck has been bought on April 1%, 2018. Calculate depreciation
expense forthe firstyear.

. Depreciation | Accumulated Net Book
year SelznlEien Expense Expense Value
9 38,000- 6,363
2018 (83,000 - 4,000) x 25% X 12 6,363 6,363 _ 31,625




EXAMPLE: (3)

Al-Eman Company purchased a machine on April 1, 2011, for BD4,000 and freight cost
of BD100. It has an estimated life of 5 years and a scrap value BD1,500.

Acquisition Cost=4,000+ 100 =4,100

Required:
(a) Calculate depreciation using the Straight-Line method.
. Depreciation | Accumulated
Year Calculation Expense | Depreciation Net Book Value
4,100-1,500 9 4,100-390 =
1 = X - 390 390 3710
2 4,100-1,500 12 520 910 3,190
5 12
3 4,100-1,500 12 520 1,430 2,670
5 12
4 4,100-1,500 12 520 1,950 2150
5 12
5 4,100-1,500 12 520 2,470 1,630
5 12
4,100-1500 3 130 2,600 1,500
5 12
(b) Prepare Journal Entry foryear1.
. Debit Credit
Date Explanation (BD) (BD)
D29632301 ’ | Depreciation Expense 390
Accumulated Depreciation 390

(c) Assume thatthe machine has been purchasedon 1st of Jan 2011. Using the
Straight-Line Method calculate the depreciation expenseforyear-1. (Use the table)

Year

Calculation

Depreciation
Expense

Accumulated
Depreciation

Net Book Value

4,100- 1,500

X_
5 12

12

520

910

4,100-520 =
3,580




DEPRECIATION 2

Prepared by | T. Mahmood Almutawa

(2) DOUBLE DECLINING METHODS

A ol gl 8 NI dad e 5S] ISV i) 8 L) dad L ) S

EQUATION

5] Al acle @l sindl ppea luad Aaladl) 38 padig -

Book Value x Depreciation Rate %

Book Value — Salvage Value
Ladd 5 AV daul clual Al 238 axdind -

DOUBLE DECLINING DEPRECATION RATE (4l aluss)

2%

Rate =

100
Gl gl

100
2 Or Rate = Rate X 2

Useful Life %

&) gl ) paad) Cilidan s LS 13) g 2 % Lg et Aaaddlly O gead) cilidana il 1)




EXAMPLE (1): il alaainly JUic

A company bought office equipmenton January 1st,2018 informationis given below:

DD Rate =
25% x 2 =50%

Acquisition Cost=

90,000+3,000=

93,000

Cost price BD 90,000
Tax 3,000
Salvage value 4,000
Rate 25%

D- By using the Double Declining method, calculate depreciation expense,
accumulateddepreciation & net book value for 4 years using the following table:

Calculation J) 8 ki CadaY)

[

|

Double Decline s Straight Line (s <235 2 00 Y
A8 Yo s b

|

. Depreciation | Accumulated | Net Book Value
year caaslgen Expense | Depreciation Acq. - Acc. Dep

. 93,000-46,500=

2018 93,000 x 50% 46,500 /' 46,500 46.500
R Y 93,000 - 69,750=

2019 | 46,500 x 50% 23,250 |-~ 69,750 23,250
2020 | 23,250 x 50% 11625 “|., 81375 | 93000-81375=

11,625

2021 11,625-4,000 7,625 = 89,000 4,000

S

Salvage value = Ll a2 Zau & dagmil) ¢ S
e e Telilla) e oKl ALl @lillua il ) s

E- Prepare journal entry forthe 1tand 3™ year.

. Debit Credit
Date Explanation (BD) (BD)
Dec 31 Depreciation Expense 46,500
2018 .
Accumulated Depreciation 46,500
Dec 31 Depreciation Expense 11,625
2020 Accumulated Depreciation 11,625




EXAMPLE (2): <& sid) alaasinly oS35 JUl) uds

A company bought office equipmenton January 1st,2018 informationis given below:

DD Rate = Cost price BD 90,000 Acquisition Cost =
100 Tax 3,000 90,000+3,000=
5 X2=150% [Salvage value 4,000 93,000

Year 4

A- By using the Double Declining method, calculate depreciation expense,
accumulateddepreciation & net book value for 4 years using the following table:

. Depreciation | Accumulated| Net Book Value
year cettlEien Expense | Depreciation Acg. - Acc. Dep
o 93,000-46,500=
2018 93,000 x 50% 46,500 /v 46,500 46,500
o e 93,000-69,750=
2019 46,500 x 50% 23,250 =x 69,750 23,250
2020 | 23,250 x 50% 11625 |, 81375 | 93:000-81.375
11,625
2021 11,625-4,000 7,625 = 89,000 4,000
A- Prepare journal entry for the 15tand 3" year.
. Debit Credit
Date Explanation (BD) (BD)
Dec 31 Depreciation Expense 46,500
2018 Accumulated Depreciation 46,500
Dec 31 Depreciation Expense 11,625
2020 Accumulated Depreciation 11,625




EXAMPLE: (3)

In April 30, 2018 Almutawa Co. purchaseda motor vehicle forBD10,500. It will be

kept for 5 years, and then sold fora scrap for BD1,000.

Required:

100
—X2=40%

(a) Calculate depreciation using the Double Declining method.

. Depreciation | Accumulated
Year Calculation Expense | Depreciation Net Book Value
8 10,500- 3,150
1 10,500 x 40% x — 3,150 3,150 ’ ’
X * 12 =7,350
12 1 —
2 7,350 x 40% x — 2,940 6,090 0,5—04941605090
12 —
12 10,500- 7,854
3 4,410 x 40% x — 1764 7,854 ’ ’
x * 12 =2,646
12 1 -8,912
4| 2646 40% x — 1,058 gotz | 100059
12 — Iy
5 1,588-1,000 588 9,500 1,000
g pb ) By Rl AiSe ¢ S e el uas die
(b) Prepare Journal Entry for the 1! year.
. Debit Credit
Date Explanation (BD) (BD)
Dec31. | Depreciation Expense 3,150
2018 Accumulated Depreciation 3,150




BAD DEBTS 1

Prepared by | T. Mahmood Almutawa

LSl Ent dod aial g Al
ALY 8 dnliad)

BAD DEBTS 4w saxall ( saall

Uyl Al 5 e Deall o Lehand (S Y Al (Account Receivable) ¢l o4
2- Direct Method 2- Allowance Method

(2) DIRECT METHOD

e anll 2al o adall el dic B jdlie A sarall G suall G

@41\ lac
Account Receivable — Credit — Owe :dalidal LKl
Date Explanation Debit Credit
Account Receivable 100,000
Sales 100,000
NOOR CO. Jienll 4s sanall ( sal) Joausd
Write off — Could not pay — Unable to pay — Uncollectable :dslisd) i)
Date Explanation Debit Credit
Bad Debit Expense 2,000
Account Receivable —Noor Co. 2,000
Ajﬁ_ﬂ\ e)\:u.u\j :t.AJJa_d\ uj_mj\ dS /U“‘u ;Lﬂj
Paid :Amlisdl sl
Date Explanation Debit Credit
Account Receivable— Noor Co. 500
Bad Debit Expense 500
Cash 500
Account Receivable —Noor Co. 500




EXAMPLE (1):

Nass Company made credit sales of BD100,000 during the year. In addition, the
company wrote off BD4,500 of uncollectible accounts receivable in September2009.
Required:

Make the necessary journal entries.

GENERALJOURNAL
Date Explanation Debit | Credit
Sep, | AccountReceivables 100,000
2009 Sales 100,000
Sep, | BadDebt Expense 4,500
2009 Account Receivables 4,500

EXAMPLE (2):

On August 31,2009 the book of Ahlam Trading shows a balance of BD65,000 for
Accounts Receivable. On October 15, 2009 one of the accounts —Noor Company
could not pay the balance of BD1,600. On November 23,2009 Noor Company made
some profit and paid the amountdue.

Required:
Make the necessary journal entries.
GENERALJOURNAL
Date Explanation Debit | Credit
Aug 31, | AccountReceivables 65,000
2009 |Sales 65,000
Oct 15, | Bad Debt Expense 1,600
2009 | AccountReceivables —Noor Co. 1,600
Nov23 | AccountReceivables —Noor Co. 1,600
2009 | Bad Debt Expense 1,600
Nov23 |Cash 1,600
2009 | Accounts Receivables — Noor Co. 1,600




BAD DEBTS 2

Prepared by | T. Mahmood Almutawa

LSl n b sl 6 g Al
ALY 8 dnliad)

BAD DEBTS 4« saaall () saall

Uyl Al 5 e Deall (e Leluand (S ¥ A (Account Receivable) ¢l o4
3- Direct Method 2- Allowance Method

(2) ALLOWANCE METHOD
Aol 5 il Ales die Guwe iy A gaxall O goall sl

Estimated - % of Account Receivable - % of Sales — by Aging :daUtial Gl

Date Explanation Debit Credit
Bad Debt Expense 45,000
Dec 31 —
Allowance (Provision) for Doubtful Debt 45,000
NOOR CO. Joazll 401281l 44 ganall oy gd) Jaasd
Write off — Could not pay — Unable to pay — Uncollectable :dslisd) i)
Date Explanation Debit Credit
Allowance (Provision) for Doubtful Debt 2,000
Account Receivable —Noor Co. 2,000
Paid :Anlidl L)
Date Explanation Debit Credit
Account Receivable — Noor Co. 500
Allowance (Provision) for Doubtful Debt 500
Cash 500
Account Receivable —Noor Co. 500




EXAMPLE (1):

Waseem CO. had the following transactions involving bad debts in 2007 and 2008:

Dec 31,2007 Records Estimated Bad Debt Expense of BD 8,500.
May 05, 2008  Wrote off Basam’s accountreceivable of BD 2,350 as uncollectible.
Sep 02,2008 Basamwon money and paid the amountdue.

Required:
Journalize the above transactions.
GENERALJOURNAL
Date Explanation Debit | Credit
31 Dec 2007 | Bad debt expense 8,500
Allowance fordoubtful debts 8,500
5 May 2008 | Allowancefordoubtful debts 2,350
Accounts Receivable —Basam 2,350
2 Sep 2008 | Accounts Receivable —Basam 2,350
Allowance fordoubtful debts 2,350
2 Sep2008 |Cash 2,350
Accounts Receivable —Basam 2,350




EXAMPLE (2):

The following aging schedule shows the percentage uncollectible accountreceivable:

Age Group Amount Esg:'zgt‘etd Es:ijggtt):::\tril?cl)eu nt
1 —30days 150,000 % 5% 7,500
31-60days 100,000  x 15% 15,000
61-90days 70,000 X 30% 21,000
Total Accounts Receivable 320,000 43,500

The Provision for Doubtful Debts showed a balance of BD 9,000.
Uncollectable Estimated amount 4l s (s 4s ,k3 provision &ldac 13

Required:

43,500-9,000 = 34,500

1- Compute the estimated amount of bad debt.
2- At the year-end, it was discoveredthat Zena Co. who had purchased
BD 300 worth of goods has gone into liquidation. Show the journal entry
to record this direct write- off.

GENERALJOURNAL
Date Explanation Debit | Credit
31 Dec Bad debt expense 34,500
Allowance fordoubtful debts 34,500
31 Dec Allowance fordoubtful debts 300
Accounts receivable—Zena Co. 300




EXAMPLE (3):
Sameh Trading Co. had the following balanceson December, 31, 2009:

Credit Sales BD 850,000 x 1% =28,500

Cash Sales BD 700,000

Accounts Receivable BD 190,000 x 3% =5,700

Provision for Doubtful Debts BD 250 Provisiond) 4ie 7 ki 3 JS Al

% of Credit Sales x>l

Required:
Record the Bad Debts Expense forthe yearusing each of the following methods for
the estimate:

1- Provision fordoubtful debts is to be increased to 3% of Accounts Receivable
5,700—250 =5,450

2- Provision fordoubtful debts is to be increased to BD7,300 as indicated by aging
7,300—-250 = 7,050

3- Bad debts expense is estimated to be 1% of sales on credit

8,500
GENERALJOURNAL

Date Explanation Debit | Credit

31 Dec Bad debt expense 5,450
Allowance for doubtful debts 5,450

31 Dec Bad debt expense 7,050
Allowance fordoubtful debts 7,050

31 Dec Bad debt expense 8,500
Allowance fordoubtful debts 8,500




PREPAID & ACCRUALS

Prepared by | T. Mahmood Almutawa

Debit J) & Wil Expense J A3k

Credit 4 & Wil Revenues -

bl JS8y Bl e s gl o3 aaias

1. PREPAID EXPENSE

) e iy e

Assets Jl a3 Balance Sheet ) & a5

Paid in advance — Expired — Supply Used — Supply Remains/on Hand/Unused :dsUiall L)

EXAMPLE (1):

Prepare the adjusting entries forthe month of June and show your calculationswhere
needed for Yousif Bin Ali Cleaning Services. Note Suppliesis BD2,000

1- Rentpaid in advanceforone monthis BD200.

Date Explanation Debit Credit
June 30 | Rent expenses 200
Prepaid Rent 200

4- Insurance Expired BD360.

Prepaid WilInsurance

Date Explanation

Debit Credit

June 30 | Insurance Expense

360

Prepaid Insurance

360

2- Supplies usedduring the period was BD700. 3% &)l =) supply used Jis-di 213

Date Explanation

Debit Credit

June 30 | Supplies Expense

700

Supplies

/700

3- Supplies On Hand/ Remains during the period was BD1,500. supply remain Jisd 13

Supplies used = Supplies —Supplies on hand = 2,000 — 1,500 = 500

supply o 4s k!

Date Explanation

Debit Credit

June 30 | Supplies Expense

500

Supplies

500

5- Depreciation on office furnitureis BD1,200 annually. Depreciation U <5 sals

Date Explanation

Debit Credit

June 30 | Depreciation Expense

1,200

Accumulated Depreciation-Furniture

1,200




2. ACCRUED EXPENSE
) Ala) oy s
Labilities J«siBalance Sheet ) 4ild & a5
Not paid — Accrued — Payable :daliiall cillKl

EXAMPLE (2):
Prepare the adjusting entries forthe month of December and show your calculations
where needed for Yousif Bin Ali Cleaning Services.

1- Salaries Expense of BD80O. Payable Ll Wages/Salaries

Date Explanation Debit Credit
Dec 30 | Salaries Expense 800
Salaries Payable 800

2- Rentexpense BD500 notpaid yet.

Date Explanation Debit Credit

Dec 30 | Rent Expense 500
RentPayable 500

3- The Interest payableis BD400

Date Explanation Debit Credit
Dec 30 | InterestExpense 400
Interest Payable 400

4- The notes payable BD5,000is dated Oct 1,2011.1t is a 3 months,10% note.

Interest payable = 5,000x 10% x 13—2 =417 % &t Al Oct puls Dec edd) IS 1) ddasdla
Date Explanation Debit Credit
Dec 30 | InterestExpense 125
Interest Payable 125

iy 85 palie Al Lle @l ) ety Cra Jhgaadl <13




3- UNEARNED REVENUE
(Aedall 2y (pomy 3 581l Caalin) Aistise e )yl
Liabilities 4 <xs3 Balance Sheet ) 4 & a5

Received in advance — Unearned — Earned — Customer advance :4aliidl <LKl

EXAMPLE (3):

Prepare the adjusting entries forthe month of December and show your calculations
where needed for Yousif Bin Ali Cleaning Services. Customeradvance BD4,000

1- The earned rentrevenueis BD400

Date Explanation Debit Credit
Dec 30 | Unearned RentRevenue 400
RentRevenue 400

2- 20% of customer advances have been completed| 4,000 x 20% = 800

Date Explanation Debit Credit

Dec 30 | Customer Advance 800
Service Revenue 800




4- ACCRUED REVENUES

(258l alindy (paoey dadAl) Caedd) Adatise Gl )
Assets JlaiBalance Sheetdl 4ld 4 aa s

Not Received/Recorded — Receive later — Accrued Receivable/Revenue — Credit dsUiall LK)

EXAMPLE (4):

Prepare the adjusting entries forthe month of Decemberand show your calculations
where needed for Yousif Bin Ali Cleaning Services.

1- Completed cleaning services forBD850 and agreed to receive the later

Date Explanation Debit Credit
Dec 30 | AccountReceivable 850
Service Revenue 850

2- The credit sales invoice of BD1,250 notrecorded in the currentyear.

Date Explanation Debit Credit
Dec 30 | Account Receivable 1,250
Sales Revenue 1,250

3- There was an accrued amount of BD300 forrent revenue.

Date Explanation Debit Credit

Dec 30 | Accrued Rent Revenue/ Account Receivable 300
RentRevenue 300




Ldal) juaidall

EXPENSE

Debit J & Wil Expense -

1-PREPAID EXPENSE
Paid in advance — Expired — :4alidl cilaK
Supply Used/Remains/on Hand/Unused

Dr. Rent/ Insurance/ Utility Expense
Cr. Prepaid Insurance/ Utility Rent

Dr. Supplies Expense
Cr. Supplies

Dr. Depreciation Expense
Cr. Accumulated Depreciation

2- ACCRUED EXPENSE

Not paid — Accrued — Payable :daliial il

Dr. Rent/ Salaries/ Interest Expense
Cr. Rent/Salaries/ Interest Payable
/Accrued

REVENUES

Credit ' . W Revenues -

3- UNEARNED REVENUE

Received in advance — Unearned :daslidal claKll
— Earned — Customer Advance

Dr. Unearned Rent
Cr. RentRevenue

Dr. Customers advance
Cr. Service Revenue

4- ACCRUED REVENUES
Not Received/Recorded — :4slisdl sl

Receive later — Accrued Receivable/Revenue —
on Account/Credit

Dr. Account Receivable / Accrued
Cr. Service/Sales Revenue



EXAMPLE (5): EXTRA QUESTIONS

The ledger of Yaser Agency on September 30 , 2010 include the following selected accounts:

Account Debit Credit
Supplies 2,000
Unearned Rent Revenue 600
Customer Advance 16,000
Notes Payable 8,000

Prepare the adjusting entries on September 30, 2010 for the following transactions:

1- Depreciation on office furniture is BD1,200 annually.

2- Rent expired for one month is BD200.

3- Supplies on hand during the period was BD500.
4- 30% of customer advances have been completed.

5- Salaries Expense of BD800 not paid yet.
6- Accrued interest on notes payable BD650.
7- Service preformed to a customer on account for BD1,100 but unrecorded.

Required:

Prepare the adjusting entries on September 30, 2010
GENERALJOURNAL
Date Explanation Debit | Credit

Sep 30 | Depreciation Expense 1,200

Accumulated Depreciation-Furniture 1,200
Sep 30 | Rentexpenses 200

Prepaid Rent 200
Sep 30 | Supplies Expense 1,500

Supplies 1,500
Sep 30 | Customer Advances 4,800

Service Revenue 4,800
Sep 30 | Salaries Expense 800

Salaries Payable 800
Sep 30 | InterestExpense 650

Interest Payable 650
Sep 30 | AccountReceivable 1,100

Service Revenue 1,100




EXAMPLE (6): EXTRA QUESTIONS

Choose the correct answer for each of the following questions:

1. The balance of supplies on 15tJan 2014 was BD800. During the year BD600 was bought
and the balance on hand on 315t Dec 2014 was BD200, then supplies expense is:

a) BD1,400
b) BD600
BD1,200
) BD400

Show your calculation ...800+600:200=1200

2. The office supplies accounthad a BD450 debit balance. A physical count of the office
supplies showed BD200 unused supplies available, the required adjusting entries:

a) Debit supplies expense BD200 and Credit Supplies BD200
b) Debit supplies BD200 and Credit Supplies expense BD200
Debit supplies expense BD250 and Credit Supplies BD250

) Debit supplies BD250 and Credit Supplies expense BD250

Show your calculation...... 430-200=250............

3. On April 15t, 2016 the company paid BD3,600 for one year insurance. What will be the
insurance expense on the annual income statement for the year end Dec 315, 2016:

BD2,700
5) BD3,600
¢) BD1,200
d) BD2,400

Show your calculation ...3600x(9:12)=2700
4. Accruedrevenues is reported in the financial statement as:

a) A Revenue on theincome statement
@ An Asset on the balance sheet

c¢) A liability on the balance sheet

d) None of theabove.

5. The adjustingentry to record the earned but unpaid salaries of employees at the end of
accounting periodis:

a) Debit salaries expense and Credit cash

@ Debit salaries expense and Credit salaries payable
c¢) Debit cash and Credit salaries expense
d) Debit salaries payable and Credit salaries Expense
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EXAMPLE (1):
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Complete the work sheet of Hayat Cleaning Services.for the year ended 31st
December, 2015, using the following adjusting entries:

GENERAL JOURNAL

Date Explanation Debit | Credit
Dec.31 | CustomerAdvances 750

Service Revenues 750
Dec. 31 | Insurance Expense 250

Prepaid Insurance 250
Dec.31 | Supplies Expense 800

Supplies 800




38,50 Hayat Cleaning Services —
AW | Worksheet. ... ¢4 5 <l
dnnladl 3yl dles & )18 For the year end Dec 315, 2015
S L R ~ yearendbec ol7, O Nl R @
Unadjusted Trial Adjustments Adjusted Trial Income Statement Balance Sheet
Account Title Balance Balance
Debit | Credit Debit Credit Debit Credit Debit | Credit Debit Credit
Cash 10,900
Account Receivable | 6,800
Prepaid Insurance 3,450 250
Supplies 2,000 800
Cleaning Equipment | 15,900
Furniture 8,800
Account Payable 5,200
Customer Advances 2,150 750
Capital 30,500
Drawings 250
Service Revenue 11,650 750
Rent Expense 200
Salaries Expense 700
Insurance Expense 500 250
Total 49,500 | 49,500
Supplies Expense 800
Total 1,800 1,800

Jgedl Andin 63 L"QS\ Jexdl (e Adjusting entries J Cacal dalal o2a &

Supplies Expense Gial JUial 138 3 Total 2 4lal oy Caall 3sm 5 e Ja 3 -
Total Debit & Total Credit st ol




...... Worksheet. ... ..
........ Forthe year end Dec 31%!, 2015, ...
(1) O (=) () (=
Una(]iilusted Trial Adjustments Adjusted Trial Income Statement Balance Sheet
Account Title alance Balance
Debit | Credit Debit Credit Debit Credit Debit Credit Debit Credit
Cash 10,900 10,900
Account Receivable | 6,800 6,800
Prepaid Insurance 3,450 250 3,200
Supplies 2,000 800 1,200
Cleaning Equipment | 15,900 15,900
Furniture 8,800 8,800
Account Payable 5,200 5,200
Customer Advances 2,150 750 1,400
Capital 30,500 30,500
Drawings 250 250
Service Revenue 11,650 750 12,400
Rent Expense 200 200
Salaries Expense 700 700
Insurance Expense 500 250 750
Total 49,500 | 49,500
Supplies Expense 800 800
Total 1,800 1,800 49,500 | 49,500
Net Income
Grand Total

2 dailall + 1 Al e clilual) ca;\ A\l s <
Debit, Debit = (+)
Credit, Credit = (+)
Debit, Credit = (-) SY) dga a5 G,
Total Debit & Total Credit ¢ st of




...... Worksheet. .. ...
........ Forthe year endDec 312, 2015, ...
Una(lisjirﬁed Trial Adjustments Adjustéd Trial Income Statement Balance Sheet
Account Title alance Balance
Debit | Credit Debit Credit Debit Credit Debit | Credit Debit Credit
Cash 10,900 10,900
Account Receivable | 6,800 6,300
Prepaid Insurance 3,450 250 3,200
Supplies 2,000 800 1,200
Cleaning Equipment | 15,900 15,900
Furniture 8,800 8,800
Account Payable 5,200 5,200
Customer Advances 2,150 750 1,400
Capital 30,500 30,500
Drawings 250 250
Service Revenue 11,650 750 12,400 12,400
Rent Expense 200 200 200
Salaries Expense 700 700 700
Insurance Expense 500 250 750 750
Total 49,500 | 49,500
Supplies Expense 800 800 800
Total 1,800 1,800 49,500 | 49,500 | 2,450 12,400
Net Income 9,950
Grand Total 12,400 | 12,400

|5 5 o) 3 a8 e Sales s Purchases s Expense s Revenues ) Jal 4cldl o2 & -
4aldll o283 yseia Y Prepaid Expense s Unearned Revenue !4l

g Total Debit & Total Credit o sbwi ¥
o) End (38l wal s Net Income <= Debit ¢« »S) Credit gs 1)
sa¥l a3l aal s Net Loss <= Credit ¢« S Debit oS 13 -




...... Worksheet. ... ..
........ Forthe year end Dec 31%, 2015
(D)—— O NO N © ©
Una(]iilusted Trial Adjustments Adjusted Trial Income Statement Balance Sheet
Account Title alance Balance
Debit | Credit Debit Credit Debit Credit Debit Credit Debit Credit
Cash 10,900 10,900 10,900
Account Receivable | 6,800 6,800 6,800
Prepaid Insurance 3,450 250 3,200 3,200
Supplies 2,000 800 1,200 1,200
Cleaning Equipment | 15,900 15,900 15,900
Furniture 8,800 8,800 8,800
Account Payable 5,200 5,200 5,200
Customer Advances 2,150 750 1,400 1,400
Capital 30,500 30,500 30,500
Drawings 250 250 250
Service Revenue 11,650 750 12,400 12,400
Rent Expense 200 200 200
Salaries Expense 700 700 700
Insurance Expense 500 250 750 750
Total 49,500 | 49,500
Supplies Expense 800 800 800
Total 1,800 1,800 49,500 | 49,500 2,450 12,400
Net Income 9,950 » 9,950
Grand Total 12,400 | 12,400 | 47,050 | 47,050

4308 8 an s o Sl g Al e clbuad) e Jul AlEl o2 b
4l 028 8 (52 5 Prepaid Expense s Unearned Revenue
Credit ! Debit (x4 2se 3« Net Income Jsu
Debit Y Credit (= Jiu 4 25ec ANet Loss o< 135
Total Debit & Total Credit s sbii o <o




EXAMPLE (2):

Complete the work sheetof Nahla Trading Est. for the yearended 31st December,
2012, using the following adjusting entries:

GENERALJOURNAL

Date Explanation Debit | Credit
Dec.31 | Accounts Receivable 1,900

Sales 1,900
Dec.31 | Rent Expense 350

Prepaid Rent 350
Dec.31 | Accrued Interest Revenue 250

Interest Revenue 250




Una(]iilusted Trial Adjustments Adjusted Trial Income Statement Balance Sheet
Account Title alance Balance
Debit | Credit Debit Credit Debit Credit Debit Credit Debit Credit
Cash 180,000 180,000 180,000
Account Receivable | 90,000 1,900 91,900 91,900
Prepaid Rent 1,550 350 1,200 1,200
Opening Inventory | 65,000 65,000 65,000
Trucks 134,480 134,480 134,480
Equipment 77,300 77,300 77,300
Account Payable 70,000 70,000 70,000
Capital 450,000 450,000 450,000
Drawings 2,000 2,000 2,000
Sales 144,600 1,900 146,500 146,500
Sales Return 5,600 5,600 5,600
Purchases 113,420 113,420 113,420
Purchase Returns 11,000 11,000 11,000
Rent Expense 1,850 350 2,200 2,200
Advertising Expense | 4,400 4,400 4,400
Total 675,000 | 675,000
Accrued Interest Rev 250 250 250
Interest Revenue 250 250 250
Total 2,500 2,500 | 677,750 | 677,750 | 190,620 | 157,750
Net Loss 32,870 | 32,870
Grand Total 190,620 | 190,620 | 520,000 | 520,000
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