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Class 3 — Thursday 4 - Feb - 2021: 8:30 - 10:30 PM
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The Timetable Financial Accounting & Reporting Training Programme - (1)
Class Day Date from To Topic Covered

1 Thursday 28Jan-21 8:30PM  10:30PM  The Double Entry System, The Chart Of Accounts Y
2 Friday  29-Jan-21  3:00PM 5:00PM  Accounting Cycle, Presentation of Basic Financial Statements v
3 Saturday 30-an-21 8:30PM  10:30PM  Transactions, Accounting Entries & Trial Balance, GL v
4 Thursday 4-Feb-21  830PM  10:30PM  The Adjusting Entries & The Matching Principle
5 Friday ~ 5-Feb-21  3:00PM 5:00PM  Depreciations of Fixed Assets & Amortizations
6 Saturday 6-Feb-21  8:30PM  10:30PM  Statement of Profit or Loss - Preparation & Components

Thursday 11-Feb-21 8:30PM  10:30PM  Statement of Profit or Loss - Preparation & Components
Friday ~ 12-Feb-21  3:00PM 5:00PM  Statement of Profit or Loss - Preparation & Components
Saturday 13-Feb-21 8:30PM  10:30PM  Statement of Financial Position - Preparation & Components

O oo

10  Thursday 18-Feb-21 8:30PM  10:30PM  Statement of Financial Position - Preparation & Components
11 Friday  19-Feb-21 3:00PM 5:00PM  Statement of Financial Position - Preparation & Components
12 Saturday 20-Feb-21 8:30PM  10:30PM  Statement of Cash Flows - Preparation & Components

13 Thursday 25-Feb-21 8:30PM  10:30PM  Statement of Cash Flows - Preparation & Components
14 Friday ~ 26-Feb-21  3:00PM 5:00PM  Statement of Cash Flows - Preparation & Components
15  Saturday 27-Feb-21 830PM  10:30PM  Statement of Cash Flows - Preparation & Components

16 Thursday 4-Mar-21 830PM  10:30PM  Notes to the Financial Statements
17 Friday  5-Mar-21  3:00PM 5:00PM  Financial Ratios - Practical Applications
18 Saturday 6-Mar-21 830PM  10:30PM  Value Added Tax "VAT" - Basics & Accounting

19 Thursday 11-Mar-21 8:30PM  10:30PM  Report to Your Boss! - Sample Management Report
20 Friday  12-Mar-21 3:00PM 5:00PM  Course Summary, Closing & Distribution of Certificates

Adjusting Entries& , Unearned Revenue, Matching Principle

At the end of the company’s accounting period, adjusting entries
are passed, which include, but are not limited to:

prepaid expenses,
accrued expenses,

Depreciations for fixed assets,

Adjusting Amortizations for intangible assets.
Entries Provision for Doubtful Accounts Receivable.
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Adjusting Entries& , Unearned Revenue, Matching Principle

= Why we must pass the adjusting entries?
o We must ... because we are using the “accrual” and not
the “cash” basis.

Adjusting o We must ... because we must match the revenue with
Entries... the expenses.
Why?
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Adjusting Entries& , Unearned Revenue, Matching Principle

= Accruals and Prepayments are common terms we see prior to
closing the books.
o Accruals relate to: expenses incurred, and revenue against
which earned, but expenses not booked.
o Prepayments relate to: expenses paid for in advance.

Adju.stlng o Other adjusting entries may include deferred revenue,
Entries.., provisions, etc
Why?
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Adjusting Entries& , Unearned Revenue, Matching Principle

Example - Prepaid Expenses:

= On November 1st, 2017, HSA Company paid 12,000 insurance premium for 12
months (November 2017 - October 2018). HSA year end is December 31.

= On November 1%, 2017, the accountant must have passed this entry:
atia o ghaa culd g paa s Jltia
2017 a5 10e 12 830 (sali o 12,000 dlae 4ol ol G5 A8 50 s € 2017 Dsedsi e o J5Y) (B
ey 3] (B (oo AS A A o Lele (2018 nsSI -
sl il (g al 8 el 5% G WY Q017 smisi ] S -

Dr. Prepaid expenses 12,000 12,000 Ladia de gaa iy juca T o
Cr. Bank 12,000 12,000 il = )
o
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Adjusting Entries& , Unearned Revenue, Matching Principle

Example - Prepaid Expenses - Continued:

= HSA accountant must pass a Journal Voucher by December 31%t, 2017, for 2,000
insurance expense (2 months: Nov. & Dec). as such:

Ol Cay jlan 7 elila) Jal e Ml 2l o] jaly ol 8 sl 56 o 2Y <2017 s e gl
2017 ey el i (5 e 0o Ladae de ghae

Dr. Insurance expense 2,000 2,000 Cpalil) iy s 7 (1

Cr. Prepaid expenses 2,000 2,000 Latie 4o ghia iy jlaa TS

= On December 31, insurance expense balance will be 2,000, (Income Statement), and the
Prepaid expenses (insurance) balance will be 10,000 (Current Assets - Balance Sheet).
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Adjusting Entries& , Unearned Revenue, Matching Principle

Prepaid Expenses — Insurance - Example
= OnJanuary 1%, 2020, HSA Company paid 120,000 for 12 months insurance premium for its ‘

assets and inventory.

= This is an expense; however, it has been paid in advance (pre-paid).
= Accordingly, the 120,000 must be distributed throughout the covered period (in this case 12

months).
Entry to record payment of 120,000 - Jan 1st, 2020 Monthly entry to amortize 120,000 prepaid expense
Dr. Pre-paid expenses - insurance 120,000 Dr. Insurance expense 10,000
Cr. Bank 120,000 Cr. Pre-paid insurance 10,000
It is always advisable to prepare, on Excel, an Amortization Schedule: J
120,000 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total

10,000 10,000 10,000 10,000 10,000 10,000 10,000 120,000

Monthly 10,000 10,000 10,000 10,000 10,000
Pre-paid
balance end of 110,000 100,000 90,000 80,000 70,000 60,000 50,000 40,000 30,000 20,000 10,000
month
1
= 9
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Adjusting Entries& , Unearned Revenue, Matching Principle

1 e 12 553 s 120,000 Geahy (paalill 8 5555 518 Slansy agf () (i) 38 5 Caald 2020 b [ 5 = ‘
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10,000 Oxeldl) Gy Jlan 7 (1 120,000 nels - Lesia G ghre iy jhan = (10
10,000 el - Ladie e ghne (i lan = ) 120,000 el = Y
( o) lhY) Aad Gl g (JuaS) el (B latia Ao ghaal) Gy jlaal) g i Jgsa L) Lails Juady )
120,000 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total
Monthly 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 120,000
Pre-paid
balance end of 110,000 100,000 90,000 80,000 70,000 60,000 50,000 40,000 30,000 20,000 10,000
month
Ll
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Adjusting Entries & The Matching Principle

Example - Accrued Expenses:

= On December 31st, 2017, HSA Accountant noticed that the salaries of December
(20,000) were not booked as they were paid on January 5th, 2018. He must pass
a JV to accrue for this expense.

d8atual) iy jlaal) ;e

Ll 5 aennd sed s O (Y Aralall () e e 4o DUal 3ay) sl 405 <2017 Lsannd 31
2l sl (5 al il 5 eaally @l ) Allie 5 BESIWY) Tase s sass 2018 iy 5 8 Walaw 23 20,000
Sl

Dr. Salaries & wages 20,000 20,000 sl i,z e
Cr. Accrued expenses - salaries 20,000 20,000 il g - Aatina Ly Laa )
When paid on January 5t : 1AW 5 A ) aie .

Dr. Accrued expenses — salaries 20,000 20,000 il g - Abaiia Ciy s 7 (e
Cr. Bank 20,000 20,000 didiz A
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Adjusting Entries & The Matching Principle

Example — Accrued Expenses - Continued

= Accountant also noticed that office rent for December 2017, amounting to 4,000 was not paid by
the year end. In order to charge 2017 with its expenses, he must pass this entry:

adadlaal) m als Aball Ales U 23 o1 4,000 HUll 5 sras sed oo ciSall ) of asladl) B Ladf
U 2l ol (5l g Alaiall €l 5 yeaally Clal Y AL 5 BlasILY) e e

Dr. Rent expense 4,000 4,000 ala z e
Cr. Accrued expenses - rent 4,000 4,000 <l - Aaiee iy laa

= On December 31, salaries and rent expenses will be fully charged to year 2017, and the related
liability will be established in form of “accrued expenses”.
= In accrual accounting, we call this matching revenue with expenses for that period.
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Adjusting Entries & The Matching Principle, Unearned Revenue

= Unearned revenue, sometimes referred to as deferred revenue, is a
payment received by a company from a customer for products or
services that will be delivered at some point in the future.

= This term is used in accrual accounting.

= Some examples of unearned revenue include advance rent payments,

What is \_ annual subscriptions for a software license, and prepaid insurance.
Unearned
Revenue? -
AR R Ll Ulaa Lal) Sl (Al o(AaniSall ) Ala gall / Asaiisall pe il py) w
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Adjusting Entries & The Matching Principle, Unearned Revenue
/ Unearned revenue is a liability for a company that has received
payment but which has not yet completed work or delivered goods.
= |f the company fails to deliver the promised product or service or a
customer cancels the order, the company will owe the money paid by
the customer, and it must pay it back to the customer.
Accounting for = When the delivery of goods or services is completed, the revenue is
L;nearned \\ then recognized in the books. Y
evenue
Ly dalea [ N
h“b_‘z_hﬂ‘ Cualinal AN AS AN Je 5980 ) 6 s Al e [ Assall Cla) pY) ow
Ay il ol al gl Jead) JaSi o) LSl cile il
0585 ellall Jaanll 2l 51 5350 gall danall i i) alest 84S a0 calis 1)) m
) saad () Cang g e Jrandl 4y (531 alially A 48 L0
Lol Yl Gl e oy claadd) S adladl allus JWiS) xie m
AccBest" 1
14

2/5/2021



2/5/2021

Adjusting Entries & The Matching Principle, Unearned Revenue

Example - Unearned Revenue:

= On December 31, Accountant noticed in
transferred and amount of 25,0

2 ank statement that Customer A
to be delivered on January 15. S

b
hase Order placed by him for goods
he following entry:

Adagal) / ABatieeal) e la) Y 10l &
#108 al A5 25,000 e dasat o8 A el o il Gl R3S (8 Dpulanall iaaY ¢ pansa 31 (G
s AUl 2l JAak Apulaall Cld | il 15 Al alud Acliay o i) cald (e pia

N e
Dr. Bank 25,000 25,000 Ll 7 e
Cr. Unearned Revenue 25,000 25,000 Al ga clal ) I
When goods are delivered on January 15 : 1 15 (B dslay) alud vie &
Dr. Unearned Revenue 25,000 25,000 Uaga il gl ¢ (4
Cr. Revenue 25,000 25,000 ahi 7 A
il
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Adjusting Entries& , Unearned Revenue, Matching Principle
= The accrual basis of accounting states that expenses are matched with
related revenues, and are reported when the expense is incurred, not when
cash changes hands.
= Therefore, adjusting entries are required because of the matching principle
which is adopted in the accrual basis of accounting.
Revenues are Expenses are
recorded when recorded when
earned. incurred
@ This is what is known as: @
Matching Principle
Have all revenues earned Have all expenses
during the period been incurred during the
recorded? period been recorded?
il
AccBest” 16
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Adjusting Entries& , Unearned Revenue, Matching Principle

Lpalaall il 8 Jaus Ll 5 cdliall culd clal WL Lillie 25 cld g eaall o e (aiy 3EsinY) fae o)
Jadlas o Ladie Y LaasSs o Ladie
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@ Al fasas Caymy Lo 58 1a g @
Aall @Gld @l YU Gl g padll
Q‘Jﬁ‘X\JSJM(JJA g paadl JS Cilas Ja
?B)E\JNAQM‘;AS\ ?a)ﬂidmuﬁg@&\
AccBest" 7
17
Adjusting Entries& , Unearned Revenue, Matching Principle - MCQs
/Q.(11) N ﬁ (12) \
In accounting and finance, the goods which ':n%OTopggg 2%'%333?}2@;?;;2%‘;2; 5 June
are purchased for the purpose of resale are receive’d the first paymént on 25 June and
known as: second on 7 July. The company prepared the
(A) Inventory financial statement on 30 June. What would
(B) Purchases be the total sale on the income statement?
(C) Merchandise Elott_e that the Company is using the Accrual
(D) Traded goods (:)S(I)s'
K / (B) 5,000
(C) 10,000
\@ 15,000 j
[ Answer (A) is correct }
[ Answer (D) is correct }
AccBest" i3
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Adjusting Entries& , Unearned Revenue, Matching Principle - MCQs

a N

Q. (13)

Every adjusting entry affects?

(a) Income statement account only
(b) Balance sheet account only
(c)BothA&B

(d) None of the above

- /

[ Answer (C) is correct ]

‘o un ~

If a business pays for only 11 months rent
during a financial year, what accounting term is
given to the outstanding one month's rent?

(a) Repayment

(b) Prepayment

(c) Underpayment

(d) Payable (Accrued)

/

[ Answer (D) is correct }

19

Adjusting Entries& , Unearned Revenue, Matching Principle - MCQs

/Q- (15) \

A balance of unearned rent at the end of
period represents?

(a) An asset
(b) An expenses
(c) Aliability
(d) Revenue

- /

[ Answer (C) is correct }

‘.o ~

Which one of the following is an example of
unearned income?

a) Cash paid to supplier
b) Advanced received from bank

¢) Advanced received from a customer for a
purchase order placed by him

d) Cash discount received from customer

[ Answer (C) is correct }

il
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Adjusting Entries& , Unearned Revenue, Matching Principle - MCQs

o )

Which of the following entries records the utility bill
incurred but not paid from the water company?

a) Debit Utilities Expense; credit Accrued Expenses [ Answer (A) is correct }
b) Debit Accounts Payable; credit Utilities Payable
c) Debit Accounts Payable; credit Cash

Q Debit Utilities Payable; credit Accounts Receivable /

21
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