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Current Liabilities 

Describe the nature, type, and valuation of current liabilities 

What is a Liability?” 

• The FASB, defined liabilities as:  

• “Probable Future Sacrifices of Economic Benefits arising from present obligations 

of a particular entity to transfer assets or provide services to other entities in the 

future as a result of past transactions or events.” 

Current Liabilities 

Recall: Current assets are cash or other assets that companies reasonably expect to 

convert into cash, sell, or consume in operations within a single operating cycle or 

within a year. 

Current liabilities are “obligations whose liquidation is reasonably expected to require 

use of existing resources properly classified as current assets, or the creation of other 

current liabilities.” 

Operating cycle:  period of time elapsing between the acquisition of goods and services 

and the final cash realization resulting from sales and subsequent collections. 

Typical Current Liabilities 

The first learning objective is to account for current liabilities of a known amount 

 الهذف التعليمي الأول: المحاسبت عن الالتزاماث المتذاولت لمبالغ محذدة
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Current Liabilities of known amount 

 Account Payable 

Amounts owed for products and services 

purchased on account 

 

 الحساباث الذائنت 

ششائها  مبالغ مسخحلت عً سلع وخذماث جم

 على الحساب

 

   

Short-Term Notes Payable 

Common form of financing; company incurs 

interest expense 

 Sales Tax Payable 

Tax levied by state on retail sales; company collects 

from customer and remits to government 

 أوراق الذفع قصيرة الأجل

لضم االإيشإة  شيل شائع مً ل؛ وٍ ؤشياٌ الخمىٍ

 بىفلت فىائذ

 ضرائب المبيعاث المستحقت 

الظشائب جحذد مً كبل الحيىمت؛ وجلىم االإيشإة 

لها إلى الحيىمت  بجمعها مً الضبائً وجحىٍ

     

 Current portion of Long-term notes payable 

Principal portion of long-term debt due in the next year 

 

 الجسء المتذاول من أوراق الذفع طويلت الأجل 

ل الأجل مسخحم خلاٌ السىت  جضء ؤصل االإبلغ لذًً ػىٍ

 الخالُت

 

     

Accrued Expenses 

Expenses incurred, but not yet paid; often an 

adjusting entry.  

Examples: Salaries & interest payable 

 Unearned revenues 

Customers make payment before receiving 

product or services 

 النفقاث المستحقت

هي هفلاث اسخحلذ لىنها لم جذفع بعذ؛ وجظهش 

ت. مثل: الشواجب االإسخحلت،   هدُجت كُذ حسىٍ
ً
غالبا

 الفىائذ االإسخحلت

 الإيراداث غير المكتسبت 

 ًلىم الضبائً بالذفع كبل جللي السلعت ؤو الخذماث
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Accounts Payable (Trade accounts payable) 

• Balances owed to others for goods, supplies, or services purchased on open account. 

 Time lag between the receipt of services or acquisition of title to assets and the payment 

for them.  

 Terms of the sale (e.g., 2/10, n/30 or 1/10, E.O.M.) usually state period of extended 

credit, commonly 30 to 60 days. 

Notes payable 

• Written promises to pay a certain sum of money on a specified future date. 

 Arise from purchases, financing, or other transactions. 

 Classified as short-term or long-term. 

May be interest-bearing or zero-interest-bearing 

 

 Amounts owed for products or services purchased on account are accounts payable. Since these are due on average in 

30 days, they are current liabilities. 

ماث على الحساب هي الحساباث الذائىت. وػاالإا هي مسخحلت خلاٌ مذة االإبالغ التي حسحم مً ششاء السلع والخذ

 فهي التزاماث مخذاولت.  30مخىسؼها 
ً
 ًىما

Exercise 1: Roley Corporation uses a perpetual inventory system  

 هظام الجشد االإسخمش للمخضون Roleyحسخخذم ششهت 

On July 1, Roley purchased $60,000 of inventory, terms 2/10, n/30, FOB shipping point. Roley paid freight 

costs of $1,200.  

 ؤن  10% إرا جم السذاد خلاٌ 1$ بششغ ششاء حسم 60000جمىص اشترث الششهت مخضون بلُمت  1في 
ً
ؤًام علما

سذّد خلاٌ  ٌُ  $1200الىلل ًىم والدسلُم عىذ هلؼت الشحً. دفعذ الششهت هفلاث  30صافي االإبلغ ًجب ؤن 

On July 3, Roley returned damaged goods of $6,000.  

 $6000جمىص ؤعادث الششهت بظاعت جالفت بلُمت  3في 

On July 10, Roley paid for the goods.  

 جمىص، دفعذ الششهت عً البظاعت 10في 

Requirement: Prepare all necessary journal entries for Roley. إزباث كُىد الُىمُت االإؼلىب:    

July 1 
Inventory 60000 االإخضون  

 Accounts payable 60000  الحساباث الذائىت 

July 1 
Inventory 1200 االإخضون  

 Cash 1200  الىلذًت 

July 3 
Accounts payable 6000 الحساباث الذائىت  

 Inventory 6000  االإخضون 
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July 10 

Accounts payable اث الذائىت الحساب  54000  

 Cash (54000- 1080) هلذًت 

Inventory (54000× 2%) االإخضون 
 

52920 

1080 

2. Short-term notes payable, a common form of  financing, are notes payable due within one year. The 

company will pay interest on a note payable. 

ل هي ؤوساق الذفع االإسخحلت خلاٌ عام واحذ. الششهت  جل، ؤوساق الذفع كصيرة الأ  شيل شائع مً مصادس الخمىٍ

 سخذفع فىائذ على ؤوساق الذفع.

Exercise 2: Consider the following note payable transaction كم بإخز معاملاث ؤوساق الذفع بعين الاعخباس    

2011  

Mar 1 Purchased equipment costing $16000 by issuing a one- year, 9% note payable  

 %9$ بإصذاس وسكت دفع مذتها عام، وسبت الفائذة عليها 16000ششاء معذاث جيلفتها 

Dec.31 Accrued interest on the note payable اسخحلذ الفائذة على ؤوساق الذفع 

2012  

Mar 1 Paid the note payable at maturity خ الاسخحلاق جم سذاد وسكت ال ذفع بخاسٍ  

Requirement: Journalize all transactions for the company االإؼلىب: إزباث ول اللُىد للميشإة 

2011 

Mar 1 
Equipment 16000  

 Note payable  16000 

Dec 31 
Interest expense 1200  

 Interest payable (16000×9%×10/12)  1200 

2012 

Mar1  

Notes payable 

Interest payable 

Interest expense 

16000 

1200 

240 

 

 Cash  17440 

Notes Payable Notes payable are written promises to pay a certain sum of money on a specified future 

date. They may arise from purchases, financing, or other transactions. Companies classify notes as short-

term or long-term, depending on the payment due date. Notes may also be interest-bearing or zero-

interest-bearing. 

خ محذد في االإسخلبل. ًمىً ؤن جيشإ مً عملُاث ؤوساق الذفع:  وعذ مىخىب بسذاد مبلغ معين مً الىلىد بخاسٍ

مىً ؤن جيىن راث  لت الأجل وٍ مىً ؤن جبىب والتزاماث مخذاولت ؤو ػىٍ ل ؤو ؤي عملُاث ؤخشي وٍ الششاء ؤو الخمىٍ

 فائذة محملت ؤو بصفش فائذة محملت.
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Exercise 3: Castle National Bank agrees to lend $100,000 on March 1, 2014, to Landscape Co. if 

Landscape signs a $100,000, 6 percent, four-month note.  Landscape records the cash received on March 

1 as follows: 

ششهت على جىكُع وسكت دفع $ إرا وافلذ الLandscape 100000على إكشاض ششهت  Castle Nationalوافم بىً 

 آراس هما ًلي: 1%. الششهت سدسجل اسخلامها للىلذًت في 6ؤشهش بفائذة  4الإذة 

1 march 
Cash هلذًت    100,000  

 Notes Payable 100,000  ؤوساق الذفع 

If Landscape prepares financial statements semiannually, it makes the following adjusting entry to 

recognize interest expense and interest payable at June 30: 

ت الخالي لإزباث  Landscapeإرا واهذ ششهت  حعذّ اللىائم االإالُت بشيل هصف سىىي، فإنها جلىم بإعذاد كُذ الدسىٍ

شان 30هفلت الفىائذ، والفىائذ االإسخحلت في   حضٍ

30  June  
Interest Expense 2,000  

 Interest Payable (100000×6%×4/12)  2,000 

At maturity (July 1), Landscape records payment of the note and accrued interest  

 جمىص( حسجل الششهت االإذفىعاث لىسكت الذفع والفىائذ االإسخحلت 1بمىعذ الاسخحلاق )

1 July 

Notes payable 100,000  

Interest Payable 2,000  

 Cash  102,000 

Exercise 4: On March 1, Landscape issues a $102,000, four-month, zero-interest-bearing note to 

Castle National Bank. The present value of the note is $100,000.  Landscape records this transaction as 

follows. 

 Castle$ الإصشف 102000ؤشهش بمبلغ  4ؤوساق دفع لا جحمل فائذة، مذتها  Landscapeآراس، ؤصذسث ششهت  1في 

National  سجّل هزه االإعاملت والخالي:100000. اللُمت الحالُت لىسكت الذفع
ُ
 $. فإن الششهت سد

1 march  

Cash 100,000  

Discount on Notes Payable 2,000  

 Notes Payable  102,000 

Discount on Notes Payable is a contra account to Notes Payable, and therefore is subtracted from Notes 

Payable on the balance sheet. 

 لزلً فإهه ًخصم مً حـ/ ؤوساق الذفع 
ً
الحسم على ؤوساق الذفع هى حساب ملابل لحساب ؤوساق الذفع، وجبعا

 باالإيزاهُت الخخامُت

Current Liabilities الالتز اماث المتذاولت   

Notes Payable 102000$ ؤوساق الذفع  

Less: Discount on notes payable 100000$ (2000) ًخصم: الحسم على ؤوساق الذفع 
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If Landscape prepares financial statements semiannually, it makes the following adjusting entry to 

recognize interest expense at June 30: 

ت الخالي لإزباث  Landscapeإرا واهذ ششهت  حعذّ اللىائم االإالُت بشيل هصف سىىي، فإنها جلىم بإعذاد كُذ الدسىٍ

شان 30هفلت الفىائذ، في   حضٍ

30 June 
Interest Expense 2,000 هفلت الفىائذ  

 Discount on notes payable2,000  الحسم على ؤوساق الذفع 

At maturity (July 1), Landscape records payment of the note  

 جمىص( حسجل الششهت االإذفىعاث لىسكت الذفع. 1بمىعذ الاسخحلاق )

1 July 
Notes payable 102,000 ؤوساق الذفع  

 Cash 102,000  الىلذًت 

Exercise 5: The following are selected 2014 transactions of Darby Corporation  Which uses a perpetual 

inventory system. 

لت الجشد االإسخمش. Darbyلششهت  2014الآحي هى معاملاث مخخاسة مً عام   التي حسخخذم ػشٍ

Sept. 1 - Purchased inventory from Orion Company on account for $50,000.  

 $50000على الحساب بمبلغ  Orionؤًلىٌ اشترث مخضون مً ششهت  1

Oct. 1 - Issued a $50,000, 12-month, 8% note to Orion in payment of account. 

ً الأوٌ ؤصذسث وسكت دفع بلُمت  1  % لسذاد حسابها8شهش بيسبت فائذة  12$ الإذة 50000حششٍ

Oct. 1 - Borrowed $75,000 from the Shore Bank by signing a 12-month, zero-interest-bearing $81,000 note. 

ً الأوٌ اكترطذ  1  شهش 12ووكعذ وسكت دفع لا جحمل فائذة الإذة  Shore$ مً بىً 75000حششٍ

Prepare journal entries for the selected transactions. كم بإعذاد كُىد الُىمُت عً االإعاملاث التي جم اخخُاسها 

Sep 1. Inventory 50,000 االإخضون  

 Accounts Payable اباث الذائىت الحس    50,000 

Oct. 1 Accounts Payable 50,000 الحساباث الذائىت  

 Notes Payable 50,000  ؤوساق الذفع 

Oct 1. Cash 75,000 الىلذًت  

Discount on Notes Payable 6,000 حسم على ؤوساق الذفع  

 Notes Payable 81,000  ؤوساق الذفع 

Dec. 31 Interest Expense صشوف الفىائذ م  1,000  

 Interest Payable (50000×8%×3/12) 1,000  الفىائذ الذائىت 

Dec. 31 Interest Expense 1,500 مصشوف الفىائذ  

 Discount on Notes Payable(6000÷12)×3  1,500  حسم على ؤوساق الذفع 
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Exercise 6: The following are selected 2017 transactions of Sean Astin Corporation. 

Sep.1 Purchased inventory from Encino Company on account for $50000.  

 على الحساب  50000بمبلغ  Encinoاشترث الششهت مخضون مً ششهت  

Oct. 1 Issued a $50000, 12-month, 8% note to Encino in payment of account 

 لحساب ششهت 8شهش بفائذة  12الإذة  50000مت ؤصذسث الششهت وسكت دفع بلُ 
ً
 Encino% سذادا

Oct.1 Borrowed $50000 from the Shore Bank by signing a 12-month, zero-interest-bearing $54000 note 

 $54000مً خلاٌ الخىكُع على وسكت دفع لا جحمل فىائذ كُمتها  Shore$ مً بىً 50000اكترطذ الششهت  

Requirements:المطلوب 

1. Prepare journal entries for the selected transactions above. 

 إزباث كُىد الُىمُت للمعاملاث التي جم اخخُاسها ؤعلاه

2. Prepare adjusting entries at December 31 ت  إزباث كُىد الدسىٍ

3. Prepare journal entries on maturity date. خ الاسخحلاقإزباث اللُىد بخاسٍ  

Journal Entries: 

Date Accounts Debit Credit 

Sep. 1 
Inventory 50,000  

 Accounts payable  50,000 

Oct. 1 
Accounts payable 50,000  

 Notes  payable  50,000 

Oct. 1 

Cash 50,000  

Discount  on Notes payable 4,000  

 Notes payable  54,000 

( ؤي ؤن االإصشف ؤكشض الششهت Prepaid expense( بمثابت حساب )Discount on Notes payableاعخباس حساب ) ًمىً

 مبلغ ه
ً
 لذي ودفعذ الششهت الفىائذ مسبلا

Date Accounts Debit Credit 

Dec. 31 
Interest expense 1,000  

 Interest  payable(50000×8%×3\12)  1,000 

 جيىن بخخفُع حساب الفىائذ االإسبلت ملابل الاعتراف بالىفلت 
ً
ت الجشدًت للفىائذ االإذفىعت مسبلا باليسبت للدسىٍ

 2017عً الأشهش التي مشث بعام 

Dec. 31 
Interest expense 1,000  

 Discount on Notes  payable  1,000 

 لذفع الأولى ؤو الثاهُت بحساب ملخص الذخلبنهاًت العام ًخم إكفاٌ هفلت الفىائذ سىاء على وسكت ا

Dec. 31 
Income summary 2,000  

 Interest expenses  2,000 
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ب )ؤصىٌ مخذاولت( ب )التزاماث مخذاولت(، في حين جظهش الىلذًت واالإخضون جحذ جبىٍ  وجظهش ؤوساق الذفع باالإيزاهُت الخخامُت جحذ جبىٍ

Balance sheet: 

Current Assets Current Liabilities 

Cash 50000 Notes payable  (interest-bearing note)  50000 

Inventory 50000 Interest payable  1000 

  Notes payable (zero-interest bearing note) 54000  

  - discount on notes payable (3000) 51000 

On maturity date Oct1. 2018 بتاريخ استحقاق دفع أوراق الذفع 

ؤشهش بالإطافت للفائذة عً  3عً  2017باليسبت لىسكت الذفع الأولى سِخم سذاد ؤصل االإبلغ مع الفائذة االإسخحلت عً عام

 ؤشهش 9عً  2018العام الحالي 

Date Accounts Debit Credit 

Oct. 1 

Notes payable 

Interest payable 

Interest expense(50000×8%×9\12) 

50,000 

1000 

3000 

 

 Cash  54,000 

 ًخم الاعتراف بىفلت الفىائذ ملابل جخفُع حساب 
ً
باليسبت لىسكت الذفع الثاهُت التي اكخؼعذ عنها الفىائذ مسبلا

 الفىائذ االإسبلت

Oct. 1 
Interest expense 3,000  

 Discount on Notes  payable  3,000 

Oct. 1.  
Notes payable 54,000  

 Cash  54,000 

At the end of 2018 

 بنهاًت العام ًخم إكفاٌ هفلت الفىائذ سىاء على وسكت الذفع الأولى ؤو الثاهُت بحساب ملخص الذخل

Dec. 31 
Income summary 6,000  

 Interest expenses  6,000 

Exercise 7: Hamilton Company has a fiscal year ending on December 31. The company entered into the 

following transactions in 2009. Prepare journal entries for these transactions.  

. الششهت كامذ باالإعاملاث الخالُت خلاٌ عام  31لذيها سىت مالُت جيخهي بـ Hamiltonششهت  . كم 2009واهىن الأوٌ

 بإزباث اللُىد الُىمُت لهزه االإعاملاث.

May 15 Purchased inventory costing $25,000 by signing a 60-day, 6% note payable.  

 %6ًىم بيسبت فائذة  60$ بخىكُع وسكت دفع مذتها 25000ؤًاس اشترث مخضون جيلفخه  15في 

Oct. 1 Purchased equipment costing $41,000 by signing a 120-day, 7% note payable.  

ً الأوٌ اشترث  1في   %7ًىم بيسبت فائذة  120$ بخىكُع وسكت دفع مذتها 41000معذاث بخيلفت حششٍ
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Dec. 13 Borrowed $46,000 by issuing a 180-day, 8% note to the bank.  

 %8ًىم بيسبت فائذة  180$ بإصذاس وسكت دفع مذتها 46000واهىن الأوٌ اكترطذ  13في 

Date Accounts Debit Credit 

May 5 
Inventory 25,000  

 Note payable, short-term  25,000 

On mature date to the first note payable بتاريخ الاستحقاق لورقت الذفع الأولى 

After 60 days 

Note payable, short-term 

Interest expense (25000×6%×60\360) 

25,000 

250 
 

 Cash  25,250 
 

Date Accounts Debit Credit 

Oct. 1 
Equipment 41,000  

 Note payable, short-term  41,000 

Dec. 13 
Cash 46,000  

 Note payable, short-term  46,000 

On 31 December 

Date Accounts Debit Credit 

Dec. 31 
Interest expense (41000×7%×90\360) 717.5  

 Interest payable  717.5 

Dec. 31 
Interest expense (46000×8%×18\360) 184  

 Interest payable  184 

On 31 January, mature date to the second note payable 

Date Accounts Debit Credit 

Jan. 31 

Notes payable 

Interest payable 

Interest expense(41000×7%×30\360) 

41000 

717.5 

239.16 

 

 Cash  41956.5 

On mature date to the third note payable 

Date Accounts Debit Credit 

 

Notes payable 

Interest payable 

Interest expense (46000×8%×162\360) 

46000 

184 

1656 

 

 Cash  47840 
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Exercise 8: Main Company has a fiscal year ending on December 31.  The company purchased equipment 

costing $88,000 on October 2, 2011.  The equipment was purchased by paying 30% down and signing a 

9%, 120-day note payable for the balance.  

. االإعذاث  2$ في 88000. اشترث الششهت معذاث جيلفتها 31/12لذيها سىت مالُت جيخهي بـ Mainششهت  ً الأوٌ حششٍ

 %9ًىم بيسبت فائذة  120% مً كُمتها وجىكُع وسكت دفع بالشصُذ االإخبلي الإذة 30جم ششائها بسذاد 

Requirements: 1. Prepare the journal entries to record the following events. Use a 360-day year and 

round all amounts to the nearest dollar.  

 ًىم للسىت وكم بخلشٍب الأسكام لأكشب دولاس. 360: إعذاد كُىد الُىمُت لدسجُل الأحذار الخالُت. اسخخذم المطلوب

 The purchase of the equipment on October 2, 2011 ً ال 2ششاء االإعذاث في    2011ثاوي حششٍ

 The accrual of interest on December 31, 2011  2011/ 12/ 31الفىائذ االإسخحلت في  

 Payment of the note on January 30, 2012  2012واهىن الثاوي/  30دفع وسكت الذفع في  

 2. Determine the balance of any current liabilities associated with the note on December 31, 2011.  

 2011. حذد سصُذ الالتزاماث االإخذاولت االإشجبؼت بإوساق الذفع بنهاًت عام 2

Date Accounts Debit Credit 

2011    

Oct. 2 Equipment 88,000  

 Cash (88000× 30%)  26,400 

 Note payable, short-term  61,600 

Dec. 31 Interest expense (61600× 9%×90/360) 1,386  

 Interest payable  1,386 
 

Current Liabilities   

Notes Payable $61600  

Interest payable 1360 $62986 
 

2012    

Jan. 30 Note payable, short-term 61,600  

Interest payable 1,386  

Interest expense (61600× 9%×30/360) 462  

 Cash  63,448 
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Sales Taxes Payable Retailers must collect sales taxes from customers on transfers of tangible personal 

property and on certain services and then must remit these taxes to the proper governmental authority. 

ىا طشائب الذخل مً الضبائً على اهخلاٌ االإلىُت الشخصُت : ججاس الخجضئت ًجب ؤن ًجمعضريبت المبيعاث المستحقت

 االإلمىست وعلى بعع الخذماث ومً زم ًجب ؤن ٌعُذوا هزه الظشائب إلى السلؼت الحيىمُت

Exercise:  Prepare the entry to record sales taxes assuming there was a sale of $3,000 when a 4 percent 

sales tax is in effect. 

 ؤن االإبُعاث واهذ 
ً
بت 3000كم بإزباث اللُذ االإحاسبي لدسجُل الظشائب مفترطا  %4$ ووسبت الظشٍ

Cash 3,120  

 Sales Revenue  3,000 

 Sales Taxes Payable (3000×4%)  120 

Many companies do not segregate the sales tax and the amount of the sale at the time of sale. Instead, 

the company credits both amounts in total in the Sales Revenue account.  

 مً رلً، الششهت ججعل االإبلغين 
ً
بت االإبُعاث عً كُمت االإبُعاث بىكذ البُع. بذلا العذًذ مً الششواث لا حعضٌ طشٍ

 بالؼشف الذائً طمً حساب إجمالي إًشاد االإبُعاث

Exercise:  Assume the Sales Revenue account balance of $150,000 includes sales taxes of 4 percent. 

Prepare the entry to record the sales revenue and the amount due the taxing unit. 

بت االإبُعاث 150000بفشض ؤن سصُذ إًشاد االإبُعاث   طشٍ
ً
بلغ م%. كم بإزباث اللُذ االإحاسبي لإزباث 4$ مخظمىا

بت دخل.االإبُعاث و   االإبلغ االإسخحم هظشٍ

خ البُع ًثبذ اللُذ  بخاسٍ

Cash 150,000  

 Sales Revenue  150,000 

بت االإبُعاث عً إًشاد االإبُعاث  بأخش الفترة االإحاسبُت لا بُذّ مً فصل طشٍ

بت مبُعاث ؤي ؤنها حعادٌ وسبت 4% مبُعاث+ 100ًخظمً وسبت  150000مبلغ  حدسب االإبلغ % لزلً 104% طشٍ ًُ

خم جخفُع إًشاد االإبُعاث بجعله مذًً وإزباث  5769.23(= 104 ÷4 ×150000% والخالي: )4االإلابل ليسبت الـ وٍ

بت االإسخحلت بجعلها دائً  الظشٍ

Sales Revenue 5,769.23  

 Sales Taxes Payable(150000×4÷104)   5,769.23 

Exercise : Associated Foods had cash sales of $787,000 during the month of August. Sales taxes of 7% were 

collected on the sales.  Prepare an aggregate journal entry to record the sales and sales tax for the month.   

Date Accounts Debit Credit 

Aug. 31 

Cash 842,090  

 Sales revenue  787,000 

 Sales tax payable (787000×7%)  55,090 
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Dividends Payable A cash dividend payable is an amount owed by a corporation to its stockholders as a 

result of its board of directors„ authorization.  

ساهميها هدُجت للإعلان عً جالتوزيعاث المستحقت
ُ
 ىصَعاث للأسباح مً كِبل مجلس الؤداسة.: التزام على الششهت الإ

Unearned Revenues How do companies account for unearned revenues that are received before goods 

are delivered or services are performed? 

ىدسبت وهي الإيراداث غير المكتسبت
ُ
الخعهذاث التي جخللّاها كبل : هُف جلىم الششواث باالإحاسبت عً الؤًشاداث غير االإ

 حسلُم البظائع ؤو جلذًم الخذماث. 

1. When a company receives the advance payment, it debits Cash, and credits a current liability account 

identifying the source of the unearned revenue. 

2. When the company recognizes revenue, it debits an unearned revenue account, and credits a revenue 

account 

 ًخم حسجُله في الجاهب االإذًً مً حـ/ الىلذًت والجاهب الذائً مً ؤحذ حساباث 1
ً
. عىذ جحصُل مبلغ مُلذما

ىدسب.
ُ
حذّد مصذس الؤًشاد غير االإ ًُ  الالتزاماث االإخذاولت الزي 

جعل حـ/ الؤ 2 ًُ .. عىذ اهدساب الؤًشاد 
ً
 وحساب الؤًشاد االإخخص دائىا

ً
 ًشاد غير االإىدسب مذًىا

Type of Business 
Account Title 

Unearned Revenue Earned Revenue 

 إيراد مكتسب إيراد غير مكتسب نوع المنشأة

Airline Unearned Ticket Revenue Passenger Revenue 

 جزاهش إًشاد إًشاد جزاهش سواب غير مىدسب ششهت ػيران

Magazine publisher Unearned Subscription Revenue Subscription Revenue 

 إًشاد اشتراواث إًشاد اشتراواث غير مىدسب وشش االإجلاث

Hotel Unearned Rent Revenue Rent Revenue 

 إًشاد إًجاساث إًشاد إًجاساث غير مىدسب فىادق

Auto dealer Unearned Warranty Revenue Warranty Revenue 

 إًشاد الظمان إًشاد طمان غير مىدسب جاجش السُاساث

Retailers Unearned Gift Card Revenue Sales Revenue 

 إًشاد االإبُعاث إًشاد بؼاكت هذًت غير مىدسب جاجش الخجضئت
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Exercise:  Allstate University sells 10,000 season football tickets at $50 each for its five-game home 

schedule. Allstate University records the sales of season tickets as follows. 

سجّل الجامعت مبُعاث البؼاكاث 50جزهشة هشة كذم فصلُت بـ 10000جبُع جامعت 
ُ
اتها الخمست. ح $ لجذوٌ مباسٍ

 الفصلُت والخالي:

Cash 500,000  

 Unearned Sales Revenue  500,000 

As each game is completed, Allstate makes the following entry. 

 ولما جمذ مباساة، الجامعت جلىم بإزباث اللُذ الخالي:

Unearned Sales Revenue 100,000  

 Sales Revenue  100,000 

Example: Model Maker sold 6000 one-year prepaid subscriptions to its monthly magazine for 

$40/subscription.  The subscription year runs from September to August.  What is the entry for receiving 

the subscription? 

ت بمبلغ  Model Maker 6000باعذ ميشإة  $/ اشتران. الاشتران سىت جبذؤ 40اشتران سىىي ملذم بمجلتها الشهشٍ

 عام الزي ًلُه. ما هى كُذ اسخلام الاشتراواثمً ؤًلىٌ وحتى آب لل

Cash $240,000  

 Unearned subscription revenue  $240,000 

What is the December 31 adjusting entry for subscription revenue? 

ت الجشدًت لإًشاد الاشتران؟  ما هى كُذ الدسىٍ

Unearned subscription revenue $80,000  

 Subscription revenue (240000×4/12)  $80,000 
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Indicate how each of the following accounts would be classified on the balance sheet and indicate whether the amounts is a 

known amounts  or is based upon an estimate. 

Item Account Current or long-

item liability 

Known amount or an 

estimate 

A Salaries payable to employees current Known 

B Tax payable current Known 

C Accounts payable current Known 

D Sales tax payable current Known 

E Note payable (due in six months) current Known 

F Note payable (due in three years) Long- term Known 

G Unearned rent revenue (to be earned in within six months) current Known 

H 
Contingent liability probable to become an actual liability 

within six months 
current Estimated 

I Estimated warranty payable (to expire in three months) current Estimated 

The records of Panhandle Greenhouses include the following accounts. Prepare the current liabilities and long-term 

liabilities section of the company„s balance sheet. 

Salary payable 8000 

Bonds payable, long term 150000 

Premium on bonds payable- (all long-term) 15000 

Unearned service revenue 5000 

Common stock 100000 

Mortgage note payable, long term 88000 

Accounts payable, current instalment 10000 

Interest payable 15000 

Partial Balance Sheet 

Current liabilities:  

Unearned service revenue 5000 

Salary payable 8000 

Accounts payable 66000 

Interest payable 15000 

Bonds payable, current instalment 10000 

Total current liabilities 104000 

Long-term liabilities:  
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Mortgage note payable 88000 

Bonds payable 150000 

Premium on bonds payable 15000 

Total long term liabilities $253000 

Exercise: A corporation is considering two plans for raising $3,000,000 to expand its operations. The first plan is to sell 

$3,000,000 of 6%, 10-year bonds at face value. The second plan is to sell 50,000 shares for $3,000,000. Prior to any 

refinancing, the company has net income of $850,000 and 200,000 shares of common stock outstanding. Management 

believes the expanded operations will generate additional income of $366,000 before interest and taxes. The income tax rate 

is 40%.  

a. Compute earnings per share assuming the bonds are issued.  

b. Compute earnings per share assuming the stock is issued.  

c. Based on these computations, which plan should be advised?  

 جظهر قائمت الذخل كما يلي   A  الخيار 

Net Income  850000 

Additional income before interest and income tax 366000  

- Interest expenses (3000000×6%) (180000)  

Income before income tax 186000  

- Income tax 40% (74400)  

Additional income  111600 

Total Net income  961600 

Earnings per share (961600÷200000 Shares)  4.81 per share 

 جظهر قائمت الذخل كما يلي   B  الخيار 

Net Income  850000 

Additional income before interest and income tax 366000  

- Interest expenses ---  

Income before income tax 366000  

- Income tax 40% (146400)  

Additional income  219600 

Total Net income  1069600 

Earnings per share (1069600÷250000 Shares)  4.28 per share 

c. Issuing bonds yields the higher earnings per share 
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Answer each of the following questions:  

BE13-2. Upland Company borrowed $40000 on November 1, 2019,  (11) by signing a $40000, 9%, 3-month note. Prepare the 

Journal entry at November 1, 2019, the December 31, 2019, annual adjusting entry; and the February 1, 2020, entry 

Nov. 1 
Cash 40000  

 Notes payable  40000 

Dec.31 
Interest expense 600  

 Interest payable (40000×9%× 2÷12)  600 

Feb.1 

Notes payable 

Interest payable 

Interest expense 

(40000×9%× 1÷12) 

40000 

600 

300 
 

 Cash  40900 

BE13-3. Takemoto Corporation borrowed 60000 on November 1, 2019, by signing a $61350, 3-month, zero-interest-

bearing note. Prepare Takemoto„s November 1, 2019 entry; the December 31, 2019, annual adjusting entry; and the 

February 1, 2020, entry. 

Nov. 1 

Cash 

Discount on Notes Payable 

60000 

1350 
 

 Notes payable  61350 

Dec.31 
Interest expense 900  

 Discount on Notes payable (1350× 2÷3)  900 

Feb.1 
Interest expense 450  

 Discount on Notes payable (1350× 1÷3)  450 

Feb.1 
Notes payable 61350  

 Cash  61350 

BE13-5. Sport Pro Magazine sold 12000 annual subscriptions on August 1, 2019, for $18 each. Prapare Sport Pro„s August 1, 

2019, journal entry and the December 31, 2019, annual adjusting entry, assuming the magazines are published and delivered 

monthly. 

Aug. 1 
Cash 216000  

 Unearned Sales Revenue (12000×$18)  216000 

Dec.31 
Unearned Sales Revenue 90000  

  Sales Revenue (216000× 5÷12)  90000 
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BE13-6 Dillons Corporation made credit sales of $30000 which are subject to 6% sales tax. The corporation also made cash 

sales which totalled $20670 including the 6% sales tax. 

(a) Prepare the entry to record Dillons„ credit sales      (b) Prepare the entry to record Dillons„ cash sales 

 

Accounts Receivable 31800  

 Sales Revenue 

Sales Taxes Payable (30000×6%) 

 30000 

1800 

 

Cash 20670  

  Sales Revenue (20670÷1.06) 

Sales Taxes payable  

 19500 

1170 

E13-16 Presented below is a list of possible transactions. 

Instructions: Set up a table using the format shown below and analyze the effect of the 18 transactions on 

the financial statement categories indicated. 

1. Purchased inventory for $80000 on account (Perpetual system is used) 

2. Issued an $80000 note payable in payment on account (see item 1 above) 

3. Recorded accrued interest on the note from item 2 above. 

4. Borrowed $100000 from the bank by signing a 6 month, !112000 zero-interest- bearing note 

5. Recognized 4 months interest expenses on the note from item 4 above. 

6. Recorded Cash sales of $75260, which includes 6% sales tax 

# Assets Liabilities Owners„ Equity Net Income 

     

     

Use the following code: I: Increase  D: Decrease NE: No net effect 

 Assets Liabilities Owners’ Equity Net Income 

1. Purchase inventory on account I I NE NE 

2. Issued note payable in payment on account NE NE NE NE 

3. Recorded accrued interest  NE I D D 

4. Borrowed by signing note I I NE NE 

5. Recognized 4 months interest expense NE I D D 

6. Recorded Cash sales, includes sales tax I I I I 
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