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 التسويةقيود 

 

Adjusting Entries 
 Prepared at end of an accounting period 
 Assign:  

◦ Revenues to the period when earned 
◦ Expenses to the period when incurred 

 Update asset and liability accounts 
 Need to properly measure: 

◦ Net Income 
◦ Assets and Liabilities 

Rules  
• Never involve cash 
• Either increase revenue or increase an expense 
• Accrued” means amount must be recorded 

Types of Adjusting Entries 
• Prepaid expenses 
• Depreciation 
• Accrued expenses 
• Accrued revenues 
• Unearned revenues 

Prepaid expenses 
 Advance payments of expenses 
 Examples:  

◦ Rent 
◦ Insurance 
◦ Supplies 
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 Recorded as an asset 
 Adjusting entry records amount used as an expense 

Depreciation 
 Allocation of a plant asset’s cost to expense over its useful life 
 Land is not depreciated 

Accumulated Depreciation 
 Contra asset 

◦ Normal credit balance 
◦ Always paired with related account 

 Holds sum of all depreciation recorded on a plant asset 
 Book value: 

◦ Cost minus accumulated depreciation 
Accrued Expenses 

 Expenses incurred before payment is made 
◦ Results in a liability 

 Opposite of a prepaid expense 
 Examples: 

◦ Salaries 
◦ Interest 

 
Accrued Revenues 

 Revenue earned before cash is received 
 Results in a receivable 

Unearned Revenue 
 Cash is collected before revenue is earned  

◦ Results in a liability as the company owes a product or service or they 
will have to give the money back 

 Also called deferred revenue 
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