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Financial Accounting & Accounting Standards 

 المحاسبة المالية ومعايير المحاسبة
 

1- Essential characteristics of accounting are: (1) the identification, measurements, 

and communication of financial information about (2) economic entities to (3) 

interested parties. 

عليحفاعم  ( 2)تعريف  قياف و قتيلفال علوعاي ف م علوي  فلاا علب لفا  ف         ( 1: )الخصائص الرئيسية للمحاسبة هي

 .علجه م علوعناا  ه ( 3)علايتص ديا ل  

 

2- Financial accounting is the process that culminates in the preparation of financial 

reports on the enterprise for the use by both internal and external parties. 

هففا علااففرعاعم علتففا تيفف ها  ففا ع ففاعد علا ففص  علوفف لا علبفف ا   لونجففت  قاعافف  افف ه ع لاجهفف م      المحاسبببة الماليببة

 علاعخااا قعلب رااا

 

3- The main financial statements are: (1) the balance sheet, (2) the income statement, 

(3) the statement of cash flows, and (4) the statement of stockholders equity. 

ي ئوففا حاففي  ( 4)ي ئوففا علتففا ا م علناايففا  ق  ( 3)ي ئوففا علففاخل  ( 2)علوا عناففا  ( 1: )القببئائا الماليببة الرئيسببية هببي 

 .علواكاا

 

4- The challenges facing financial accounting are: (1) Nonfinancial measurements, 

such as customer satisfaction (2) Forward-looking information, (3) Soft assets 

(intangibles), and (4) Timeliness. 

لفعي ا ياف و علاحفاعي  افر علو لافا  ااف و درافا ريف  علعوافل           ( 1: )التحديات التي تئاجه المحاسبة المالية هي

( 4)لفعي ا ع افف ا  عاي فف م ديااففا  فغ علالففيم  اففر علواوي ففا  ق   ( 3)لفعي ا ت قيففا  عاي فف م  يففتالااا   ( 2)

 لعي ا ع ا ا علوعاي  م  ا علتييات علون  ب

 

Conceptual Framework 

للمحاسبة المفاهيميالاطار   
 

1- A conceptual framework is like constitution that leads the accounting system. 

 لا تير علذي يايد علنظ م علوي  لايجل  ع الاطار النظري للمحاسبة

 

2- The conceptual framework is made of three levels: 

Level (1) Objectives of financial reporting 

Level (2): (A) Qualitative characteristics of accounting information and (B) Elements 

of financial statements. 

Level (3): Recognition and measurement concepts: (Assumptions, Principles, and 

Constraints). 

 :الاطار النظري للمحاسبة مكئن من ثلاث مستئيات

 علا ص  علو لاعهاعف : المستئى الاول

  ن لر علايعئا علو لاا( ب)علبص ئص علني اا لاوعاي  م علوي  لاا  ق( أ: )المستئى الثاني

 .(علفرقض قعلول ديا قعلويادعم)  ف هاا علاا و قعلا ترعف :المستئى الثالث
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Level (1) Objectives of financial statements 

اهداف القئائا المالية: المستئى الاول  

 

Objectives of financial reporting are to provide information that is: (1) useful to 

those making investment and credit decisions, (2) helpful to present and potential 

investors, creditors, and other users in assessing the amounts, timing, and uncertainty of 

future cash flows, and (3) about economic resources, the claims to those resources and the 

changes in them. 

 يففف  ا  ( 2) فاففا  لوتبففا علافففرعرعم علا ففتلاو ريا قعلائ تو ناففا      ( 1: )الابببلاا المبببالي هببئ نلويببد معلئمبببات   اهببداف  

( 3)لاويففتلاوريغ قعلففاعئناغ توكففنها  ففغ تاففاير علولفف ل   قعلتيياففت  ق ففام علا اايففا  ففغ علتففا ا م علناايففا علويففتالااا  ق        

 .لويعرد قعي تغاارعم تارأ  ااه قعلب لا   لويعرد علايتص ديا  قعلوا لل م علب لا  تاك ع

 

Level (2) (A) Qualitative characteristics of accounting information 

الخصائص النئعية للمعلئمات المحاسبية( أ: )المستئى الثاني  

 

1- Decision makers and their characteristics (Understandability) 

 (علا  ااا لافها) تبذق علارعر قخص ئصها 

 

2- Constraints: (1) Cost < Benefits, and (2) Materiality 

 علاهواا علنيلاا( 2)عن تكين علتكافا عيل  غ علونفعا ق( 1: )المحددات الرئيسية

 

3- Primary qualities: (1) Relevance, and (2) Reliability 

 علويثيياا( 2)علوصا ا ق( 1: )الخصائص الرئيسية

 

4- Ingredients of primary qualities: (1) Relevance (a- predictive value, b- feedback 

value, and c- timeliness), and (2) Reliability (a- verifiability, b- representational 

faithfulness, and c- neutrality) 

  (علتييافت علون  فب   - اا قجعلااوفا علا فترا    -علااوا علتنل افا  ب  -أ)علوصا ا ( 1: )مكئنات الخصائص الرئيسية

 عليا ديا -علصا   ا علعرض  قج -علاارة  اى علتياق  ب -أ)علويثيياا ( 2)ق

 

5- Secondary qualities: (1) comparability, and (2) consistency 

 .عللال م( 2)علاارة  اى علوا رنا ق ( 1) الخصائص الثانئية
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Level (2) (B) Elements of financial statements 

عناصر القئائا المالية( ب)المستئى الثاني   

 

1- Assets: probable future economic benefits obtained or controlled by a particular entity 

as a result of past transactions or events 

 نجت  ن تجفا  فغ عحفاعي عق      ن  ع عيتص ديا  يتالااا  يتواا تا علتيصل  ااه  عق علياارة  ااه   غ يلل: الاصئل

  واا م    اا

 

2- Liabilities: probable future sacrifices of economic benefits arising from present 

obligations of a particular entity to transfer assets or providing services to other 

entities as a result of past transactions or events 

تضيا م  يتالااا  يتواا لون  ع عيص ديا تنجت  غ تعهاعم ح لاا  غ يلفل  نجفت  لونجفت  عخفرا  ا  فل      : الالتلامات

 تيييل عليم عق تاايا خا  م ن تجا  غ عحاعي عق  واا م    اا

 

3- Equity: residual interest in the assets of an entity that remains after deducting its 

liabilities. In a business enterprise, the equity is the ownership interest. 

قهذ  عليصا يااق  ااه   ا علجفر  م  . قها عليصا  ا عليم علونجتة  عا عيتت ع علالتن ع  م  نه : حصة السها

 علتج ريا  يصا حاي  علواكاا

 

4- Revenues: inflows or other enhancements of assets of an entity or settlement of 

liabilities (or a combination of both) during a period from delivering or producing 

goods, rendering services, or activities that constitute the entity ongoing major or 

control operations. 

خفصم  تفرة تيفااا عق    ( عق  صهوف  )نجفتة عق تيفييا علت ع  تهف     قها تا ا م قعردة أق  ي هو م علفيم علو : الايرادات

 تصناع عللض ئع  تتديا علبا  م  عق علف   لا م علتا تي ها  ا ع تورعريا عق علياارة  اى نج ط علونجتة علرئايا 

 

5- Expenses: outflows or other using up of assets or incurrence of liabilities (or a 

combination of both) during a period from delivering or producing goods, rendering 

services, or carrying out other activities that constitute the entity ongoing major or 

control operations. 

خففصم  تففرة ( هوفف عق  ص)قهففا تففا ا م لفف درة عق ع ففتبا  م عخففرا لصلففيم عق علتعهففا   لت ع فف م  : المصببروتات

تيااا عق تصناع عللض ئع  تتديا علبا  م  عق علف   لا م علتا تي ها  ا ع تورعريا عق عليفاارة  افى نجف ط علونجفتة     

 علرئايا

  

6- Gains: increases in equity (net assets) from peripheral or incidental transactions of an 

entity during a period except those that result from revenues or investments by 

owners. 

ن تجف   فغ  وااف م لاونجفتة  ريفاا عق خ راافا خفصم  تفرة         ( ل  ا علالفيم )زي دة  ا حاي  علواكاا : المكاسب

 . ياد   يتلانى  نه  تاك علن تجا  غ علايرعدعم ق ع تلاو رعم علوصك

 

7- Losses: decreases in equity (net assets) from peripheral or incidental transactions of an 

entity and from all other transactions and other events and circumstances affecting the 

entity during a period except those that result from expenses or distribution to owners. 

ن تج   غ  واا م لاونجتة  ريفاا عق خ راافا قن تجفا  فذلك     ( علاليم ل  ا)ناص  ا حاي  علواكاا : الخسائر

 غ اوافع علعوااف م قعلاحفاعي قعلظفرق  علوفعثرة  افى علونجفتة خفصم  تفرة  يفاد   يفتلانى  نهف  تافك علن تجفا  فغ                

 علوص ري  قتيزيع م علوصك
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Level (3) Recognition and Measurement Concepts 

قياس والاعترافالمستئى الثالث مفاهيا ال  

 

A- Basic Assumptions (الفروض الاساسية)  

 
1- Economic Entity Assumption means that economic activity can be identified with a 

particular unit of accountability. 

و  ي  فلاا  تعنفا   نف  يوكفغ تعريف  نجف ل م عليحفا  علايتصف ديا  فغ خفصم قحفا  ياف             ترض الئحدة الاقتصبادية 

  ياد 

 

2- Going Concern Assumption means that the business enterprise will have long life. 

 يعنا   ن  ور علونجتة لييل ق ار  ياد ترض الاستمراية

 

3-  Monetary Unit Assumption means that money is the common denominator of 

economic activity and provides an appropriate basis for accounting measurement and 

analysis. 

يعنا  تن علو م هفي قحفاة علااف و علرئايفاا لانجف ل م علايتصف ديا قهفي علا ف و  فا علااف و            ترض الئحدة النقدية

 قعلتياال علوي  لا

 

4- Periodicity Assumption means that the economic activities of an enterprise can be 

divided into artificial time periods. 

 يعنا يوكغ تاياا نج ل م علونجتة علايتص ديا على  ترعم ز ناا ع تل ريا ترض الدورية

 
B- Basic Principles of Accounting (الاساسية مبادئ المحاسبة)  

 
1- Historical Cost Principle means that most assets and liabilities to be accounted for 

and reported on the basis of acquisition price. 

يعنففا   نفف  يجففب عحتيفف ب ياوففا علالففيم قعلالت ع فف م قعلا ففص   نهفف  ق افف  ليففعر علتواففك     مبببدأ التكلفببة التاريخيببة  

 ( ت ريخ علعوااا)

 

2-  Revenue Recognition Principle means that revenue should be recognized when (1) 

realized or realizable and (2) when earned. 

 نففا ( 2)قيتياففق عق يكففين ي  ففل لاتياففق ( 1)يعنففا   نفف  يجففب علا تففرعف  فف لايرعد  نففا    مببدأ الاعتببراف بببالايراد 

 ع تي   

- Revenues are Realized when products (goods or services), merchandise, or other 

assets are exchanged for cash or claims to cash.  

ق عللض ئع عق علاليم علاخرا   لنافا عق علا للف م   ( عللض ئع عق علبا  م)علايرعد  نا   يتا تل دم علونتج م  يتحقق

 علناايا

- Revenues are realizable when assets received or held are ready convertible into cash or 

claims to cash.  

 عق علتا   لييزة ي  ا  لاتيييل على ناا عق  ا لل م ناايا عذع   نت علاليم علويتاوا  قابلا للتحقق يكين علايرعد

- Revenues are considered earned when the entity has substantially accomplished what 

it must do to be entitled to the benefits represented by the revenues. 

 عذع ع تلرت  علونجتة عيرعدع  نج   جكل    ل قتا علتيصل  اا  قع تباع   لونفعته  مكتسبال ر علايرعد يتا ع ت
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Ways of revenue recognition 

- Recognition at the time of sale provides a uniform and reasonable test. 

 ع هي عنيب تييات  جكل   معللا عند نقطةتييات علا ترعف 

- During production: Recognition of revenue is allowed before the contract is 

completed in certain long-term construction contracts. 

 يتا عليو ح   لا ترعف   لايرعد خصم  وااا علانت ج  ا تعهاعم عللن ا ليياا علاال: خلال عملية الانتاج

- End of production: revenue might be recognized after the production has ended but 

before the sale takes place. 

 يوكغ علا ترعف   لايرعد  عا  وااا علانت ج قلكغ يلل عن تتا  وااا عللاع: بعد الانتهاء من الانتاج

- Receipt of cash: its used only when its impossible to establish the revenue figure at 

the time of sale because of the uncertainty of collection.  

يتا علا ترعف   لايرعد  نا ع فتصم علنافا  نفا   لا يوكفغ تيايفا  نصفر علايفرعد  نفا  واافا عللافع           : عند ستلام النتقد

 لعام ع ااايا تيصال علناا   للاع   لتاياط

 

3-  Matching Principle dictates that efforts (expenses) be matched with accomplishment 

(revenues) whenever it is reasonable and practicable to do so. 

  او  د ت علي اا لذلك( علايرعدعم)  لانج زعم ( علوص ري )ينص  اى  ا  اا علوجهيدعم  مبدأ المقابلةعن 

 

4- Full disclosure Principle recognizes that the nature and amount of information 

included in financial reports reflects a series of judgmental trade-offs. These trade-offs 

strive for (1) sufficient detail to disclose maters that makes a difference to users, yet 

(2) sufficient condensation to make the information understandable, keeping in mind 

costs of preparing and using it. Information about financial position, income, cash 

flows, and investments can be found in one of the following three places: (1) financial 

statements, (2) notes to the financial statements, and (3) supplementary information. 

 لاأ علا ص ح علج  ل يعرف حجا قللاعا علوعاي  م علوجويلا  ا علا ص  علو لا قعلتا تعكس عليكا علج د  ا  ا رنفا  

اففاغ لاافيعئا  ق فع    علا ص ح علك  ا  غ علا ير علتا تياي  ري  لاويتبا اغ علوبت( 1)حاث ينص  اى ت قيا . علا ير

يوكفغ عيجف د علوعاي ف م علب لفا     .  جعفل علوعاي ف م ي  افا لافهفا قتكاففا ع فاعده  قع فتباع ه        ( 2)علاخذ  عفاغ علا تلف ر   

 صحظف م  ( 2)علافيعئا علو لافا  ق  ( 1: )  لور   علو لا قعلاخل قعلتا ا م علناايا قعلا تلاو رعم  فا عحفا علا ف  غ علت لافا    

 قييعئا علوعاي  م علتكواااا عق علاي  اا( 3)علايعئا علو لاا ق

 

Constraints (قيئد-المحددات)  

 

1- Cost-Benefit Relationship means that the cost of providing the information must be 

weighted against the benefits that can be derived from using the information. 

 ا   ن  يجب  يعزنا تكافا ت قيا علوعاي  م   لونفعا علوترتلا  اى ع تباع ه تعن علاقة التكلفة والمنفعة

 

2-  Materiality relates to an items impact on a firms overall financial operations. An 

item is material if its inclusion or omission would influence or change the judgment of 

a reasonable person. It is immaterial and, therefore, irrelevant if it would have no 

impact on decision-maker. 

يعفا عللنفا  هفا عذع  ف ن تضفوان  عق      . تعيد على  اا تف ثار  نفا  عفاغ  افى علعوااف م علو لافا  كفل        الاهمية النسبيةعن 

 .  ن تضوان  عق حذ   لاس ل  عثر  اى  تبذ علارعر قيعا  ار  ها عذع. حذ    اعثر عق يغار حكا شبص  اصنا

 

3- Industry Practices means the peculiar nature of some industries and business 

concerns sometimes requires departure from basic theory. 
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 .ا علع  اتعنا   ن للاعا  عض علصن   م قعلتج رة تجعاه  تياا  غ علنظري محددات الصناعة

 

4- Conservatism means when in doubt choose the solution that will be least likely to 

overstate assets and income. 

عي شك   ن  يجب عختا ر ذلك عليل علذي لا يغ لا  ا تافاير علالفيم    تيلايعنا   ن   نا  (الحيطة والحذر)التحفظ 

 قعلاخل
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(1) Basic Terminology: المصطلحات الاساسية 

1- Event: A happening of consequence. An event generally is the source or cause of 

changes in assets, liabilities, and equity. Events may be external or internal. 

قعلياي هي  صار قعلويلب  ا علتغاافر  فا علالفيم قعلات ع ف م قحافي  علواكافا  قيفا        . هي شاا يياي: الحدث

 . راا عق دعخاايكين علياي خ

2- Transaction: An external event involving a transfer or exchange between two or more 

entries. 

 ها  ل رة  غ حاي خ راا  يعقم  غ حييل عق تل دم  اغ لر اغ أق ع لار: العملية

3-  Account: A systematic arrangement that shows the effect of transactions and other 

events on a specific element (asset, liability, and so on). Companies keep a separate 

account for each asset, liability, revenue, and expenses, and for capital (owners' 

equity). 

تيفتف   (. لفل  علالتف عم  قعلفخ   علا) ل رة  غ تا ار  نظا يظهفر عثفر علعوااف م قعلاحفاعي  افى  نفا  عفاغ        : الحساب

 (حاي  علواكاا)علجر  م  يي   م  نفصاا لك علل  قعلت عم  قعيرعد  ق صرقف  قرأو علو م 

4- Real and Nominal Accounts: Real (permanent) accounts are assets, liabilities, and 

equity accounts; they appear on the balance sheet. Nominal (temporary) accounts are 

revenue, expenses, and dividend accounts; except for dividends, they appear on the 

income statement. Companies periodically close nominal accounts; they do not close 

real accounts. 

: هفا حيف   م علالفيم قعلالت ع ف م قحافي  علواكافا       (علاعئوفا )علييف   م علياااافا   : الحسابات الحقيقيبة والاسبمية  

: ها حيف   م علايفرعدعم قعلوصفرق  م قعلار ف ح    ( علوعيت )عليي   م علا واا . قعلتا تظهر  ا علوا عناا علعوي اا

تاففيم علجففر  م   لعفف دة ع ففص  علييفف   م   . قعلتففا تظهففر  ففا ي ئوففا علففاخل  :  اوفف   ففاا علار فف ح علويففتياا لاتيزيففع  

 .ل دقري  قلا تايم    ص  عليي   م علياااااعلا واا  جك

5- Ledger: The book (or computer printouts) containing the accounts. A general ledger is 

a collection of all assets, liabilities, owners' equity, revenue, and expenses accounts. A 

subsidiary ledger contains the details related to a given general ledger account. 

ييففيي اواففع  الاسببتا  العببامد تففر . علففذي ييففيي اواففع علييفف   م( أق ح  ظففا علكولاففيتر)هففي علففا تر : الاسببتا دتتببر 

 والاستا  المسباعد . عليي   م علرئاياا  غ حي   م علاليم قعلالت ع  م قحاي  علواكاا قعلايرعدعم قعلوص ري 

 .تفصاااا ليي ب رئايا   لا ت ذ علع م يييي حي   م

6- Journal: The "book of original entry" where the company initially records transactions 

and selected other events. Various amounts are transferred from the book of original 

entry, the journal to the ledger. 

يفتا ترحافل اوافع    . حاث تايم علجر ا  تيجال علعوااف م قعلاحفاعي  ف    " د تر علادخ م علالاا"قهي  :دتتر اليئمية

 .علول ل  علواخاا   لاي اا على د تر علا ت ذ

7- Posting: the process of transferring the essential facts and figures from the book of 

original entry to the ledger accounts. 

 .هي علالاا علتا يتا  يع اته  ترحال علعواا م  غ د تر علاي اا على حي   م علا ت ذ علع م قعلوي  ا: لترحالع

8- Trial balance: the list of open accounts in the ledger and their balances. The trial 

balance taken immediately after all adjustments have been posted is called the 

adjusted trial balance. A trial balance taken immediately after closing entries have 

been posted is called a post-closing or after closing trial balance. Companies may 

prepare a trial balance at any time. 

. هي  ل رة  غ ي ئوا  جواع عليي   م علوفتيحا  ا تر علا ت ذ علعف م   ا عن علورعاعا  ار علوعام: ميلان المراجعة

ق اف عن علورعاعفا   . عن  ا عن علورعاعا علذي يتا ع اعد   عا ترحافل يافيد علتيفييا ييفوى  اف عن علورعاعفا علوعفام       

ع علجفر ا  تيفتاا . علذي يتا ع اعد   عفا يافيد علا فص  ييفوى  اف عن  رعاعفا علا فص  عق  اف عن علورعاعفا علنهف ئا          

 .ع اعد  ا عن علورعاعا  ار علوعام  ا عي قيت
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9- Adjusting entries: Entries made at the end of the accounting period to bring all 

accounts up to date on an accrual basis, so that the company can prepare correct 

financial statements. 

ايد علتا تعول  ا نه يفا علفتفرة علوي  فلاا لتيافث علييف   م ق اف  لا ف و علا فتيا     جفكل          ها علا: قيئد التسئية

 .يوكغ علجر ا  غ ع اعد ييعئوه  علو لاا  جكل لياح

10- Financial statements: Statements that reflect the collection, tabulation, and final 

summarization of the accounting data. Four statements are involved: (1) the balance 

sheet shows the financial condition of the enterprise at the end of a period. (2) Income 

statement measures the results of operations during the period. (3) the statement of 

cash flow reports the cash provided and used by operating, investing, and financing 

activities during the period. (4) The statement of retained earnings reconciles the 

balance of retained earnings account from the beginning to the end of the period. 

قها  ل رة  غ عر عفا  . قها علايعئا علتا تعكس  ل  غ اوع قااقلا قتاباص عللا ن م علوي  لاا: القئائا المالية

قعلتفا   قائمة البدخ   (2. )قعلتا تظهر علييع علو لا لاوع يا  ا نه يا  تر   ياد  لميلانية العمئميةع( 1: )ييعئا

قعلتا تلا   غ علناا علوف قد قعلويفتبام  فغ     ة التدتقات النقديةقائم( 3. )تااس نت ئج علعواا م خصم علفترة علويادة

علتفا تييفع    قائمبة الاربباا المحتةبلة   ( 4. )يلل علعواا م علتجغاااا  قعلا تلاو ريا قعلتوييااا خفصم علفتفرة علويفادة   

 .تيييا رلاا علار  ح علويتج ة  غ  اعيا قلغ يا نه يا علفترة علويادة

11- Closing entries: The formal process by which the enterprise reduce all nominal 

accounts to zero and determines and transfer the net income or net loss to an owners' 

equity account. Also known as "closing the ledger", "closing the books" or merely 

"closing". 

 غ خصل  تايم علوع يا  جل عرلاة عليي   م علا واا لفرع لتيايفا قترحافل لف  ا     قها عارعا: علا ص  قيئد

أق " ع ص  علا ت ذ علع م"ق تع رف  اى هذع علااارعا  تيوات     . علاخل عق ل  ا علبي رة ليي ب حاي  علواكاا

 .عق  لي لا عارعاعم علا ص " ع ص  علا  تر"

  

(2) Important points to be remembered: نقاط مهمة يةب ان تئضع بعين الاعتبار 

1- Accounting system is a way to translate events via transactions into numerical figures 

in the accounting records. 

 .يعول علنظ م علوي  لا  اى تراوا علاحاعي  غ خصم علعواا م على عري م  ا عليجصم علوي  لاا

2- Accounting works with two main basis (cash and accruals) 

 (علنااي قعلا تيا  )تعول علوي  لا      اغ  اط 

3- First step in accounts cycle starts with (Events analyses) and which depends on the 

conceptual framework. 

 . اى علال ر علنظريقعلتا تعتوا (  تياال علاحاعي)عقم خاية   لنظ م علوي  لا تلاأ 

4-  Second step in accounting cycle (Journalizing) is to record the events (transactions) in 

a record called General Journal via (double entry system) using documentation 

vouchers (1)Cash receipt voucher and (2)cash payment voucher for cash transactions, 

and (3)general voucher for accrued transactions 

نظف م  ) ا د تر تيجال ييوى د تر علاي اا  غ خصم ع تباعم ( علعواا م)عي تيجال علاحاعي ( علتيجال)علباية عللا ناا ها 

 فنا علاافا علعف م لعوااف م     ( 3)يفا ق  نا علفا ع لاعوااف م علناا  ( 2) نا علالض ق( 1)قتيثاا   ويتناعم علتيثاق ( علااا علو دقج

 .علا تيا  

5- Accounting system have two main type of accounts (Real and Nominal Accounts) 

 (عليي   م عليااااا قعليي   م علا واا)يجول علنظ م علوي  لا  اى ني اغ رئيااغ  غ عليي   م 

6- Real accounts are found in (B/S) balance sheet, and nominal accounts are found in 

(I/S) Income Statement. 

 .تياا عليي   م عليااااا  ا علوا عناا علعوي اا  قعليي   م علا واا  ا ي ئوا علاخل
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7- There are only two balances in accounting (Debit and Credit Balance) and all the time 

they are balanced. 

 قيجب عن يتيعزن   ا اواع علاحيعم( علوايغ قعلاعئغ)ا علوي  لا هن ك رلاايغ  

8- The main equation of accounting is (Assets = Liabilities + W/E) 

 (حاي  علواكاا+ علالت ع  م = علاليم )علوع دلا علوي  لاا علا   اا ها 

9- All accounts have (T) shape. Lift is for debit entries, and right for credit entries. 

 علجها علاي ر لصدخ لام علواينا قعلجها علاواغ لصدخ لام علاعئنا(. T)اواع عليي   م له  شكل حرف 

 

(3) Practical Issues: الاجراءات العملية 

 لا تصلح الترجمة هنا لاختلاف النظام المحاسبي باللغة العربية عن اللغة الانةليلية

 

Accounts Normal Balances: أرصدة الحسابات الطبيعية 

Dr (Debit) 

Cr (Credit) 

(+) Increases 

(-) Decreases 

 

1- Assets accounts (debits) + Dr – Cr 

2- Liabilities accounts (credits) + Cr +Dr 

3- Owners equity accounts(credit) + Cr – Dr 

4- Revenue accounts (credit) + Cr – Dr 

5- Expenses accounts (debit) + Dr – Cr 

 

(CR) cash receipt voucher سند قبض 

(CP) cash payment voucher سند دتع 

(GV) General voucher سند قيد عام 

 

How to record an entry in General journal كيفية تسةي  العملية بدتتر اليئمية 

Assume that Mr. (X) decided to form a company on 12/4/2007 with a capital of 300.000 

JD and deposited the amount in Arabic bank 

 .دينار اردني واودع المبلغ تي البنك العربي 033.333قرر انشاء شركة براسمال ( X)اتترض ان السيد 

From the above event there are two parties evolved in the event, Mr. (X) capital and Arabic 

bank. Note (As per economic entity assumption company is the one who is doing the 

business on behalf of Mr. (X), so it will open two accounts for the above transaction and 

record it in the general journal) 

ق اف  لففرض   ) صحظفا  . قعللنفك علعر فا  ( X)و م عليفاا   غ خصم علياي ع فص  نصحف   ف ن اهتفاغ  تعااتفاغ   ليفاي  رأ ف       

  ق نف ا  ااف   فتفتح حيف   ن لاعواافا ع فص         (X)عليحاة علايتص ديا   ن علجفر ا هفا علتفا تافيم   لا وف م نا  فا  فغ عليفاا         

 (.قتيجاه   ا د تر علاي اا

General Journal دتتر اليئمية 

Date Account title and explanation ref Dr Cr 

12/4/2007 Arabic bank 

          Mr. (X) Capital  

(Depositing capital in Arabic bank for forming the co.)     

CR 300.000  

300.000 

Since Bank account is an asset it increases by debit entry we recorded the 300.000 in debit 

site of the general journal. Since capital account is owners' equity it increases by credit entry 

we recorded in credit 300.000. 
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قحافث عن حيف ب رعو علوف م    . دينف ر  311.111حاث عن حيف ب عللنفك علفل يف دعد   لادخف م علوفايغ  افا اعانف    فاين   ف            

 .دين ر 311.111حي ب حاي   اكاا ي دعد   لادخ م علاعئغ  اا اعان   دعئن   ولا  

Note: Another fast way to record the entry طريقة اخرى سريعة بالتسةي : ملاحظة  

 

Arabic bank   300.000 

          Mr. (X) Capital    300.000 

(Depositing capital in Arabic bank for forming the co.) 

 

Q. No. (1) 

On 5/6/2007, Mr. Hassan and Mr. Mahmood decided to form a private hospital, with a 

capital of six millions JD shared equally. During the year the following events and 

transactions occurred. 

1- On 16/6/2007 the hospital received Mr. Mahmood share and deposit it in the Arabic 

bank. 

2- On 17/6/2007 the hospital received Mr. Hassan share in the following form: 

a- Building worth one million JD. 

b- X-ray machine worth 500.000 JD. 

c- Medicine inventory worth 250.000 JD 

d- The balance of his share was received in cash and hospital deposits it in Islamic 

bank.  

3- On 1/7/2007 the hospital rented an office for 100 JD per month. 

4- On 1/8/2007 the hospital paid rent for a year on advance. 

5- On 1/9/2007 the hospital purchased medicine inventory worth 60.000 JD from Al 

Razy Medicine Company on account. 

6- On 1/9/2007 the hospital appointed the following staff: 

a- Medical doctor for monthly salary 1.200 JD 

b- X-ray technician for a monthly salary 800 JD 

c- 8 nurses for monthly salary 400 JD each 

7- On 1/12/2007 the hospital paid the due salaries. 

Required: 

1. Pass the general journal entries fro the above events and transactions.   

2. Post the transactions to the general ledger 

3. Extract the trial balance at 31/12/2007 
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General Journal 

Date Account title and explanation ref Dr Cr 

16/6/2007 Arabic bank A/C 

          Mr. Mahmood Capital A/C 

(Depositing capital in Arabic bank for forming the 

Hospital.) 

CR 3.000.000  

3.000.000 

17/6/2007 Building A/C 

X-ray A/C 

Medicine Inventory A/C 

Islamic Bank A/C 

           Mr. Hassan Capital A/C 

(Receiving Mr. Hassan Capital) 

GV 1.000.000 

500.000 

250.000 

1.250.000 

 

 

 

 

3.000.000 

1/7/2007 Renting the office (no entry) no event    

1/8/2007 Rent Exp. A/C 

Prepaid Rent A/C 

            Arabic Bank A/C 

(Rent cash payment for one year) 

CP 600 

600 

 

 

1200 

1/9/2007 Medicine Inventory A/C 

              A/P (Accounts payable) A/C 

                Al Razy Co. 

(Purchase of inventory on account) 

GV 60.000  

60.000 

1/9/2007 Appointing staff (no entry) no event    

30/9/2007 Salary Exp. A/C 

               Salary payable A/C 

(Salary due) 

GV 5.200  

5.200 

31/10/2007 Salary Exp. A/C 

               Salary payable A/C 

(Salary due) 

GV 5.200  

5.200 

30/11/2007 Salary Exp. A/C 

               Salary payable A/C 

(Salary due) 

GV 5.200  

5.200 

1/12/2007 Salary payable A/C 

                Arabic bank A/C 

(cash payment of due salaries 

CP 15.600  

15.600 

31/12/2007 Salary Exp. A/C 

               Salary payable A/C 

(Salary due) 

GV 5.200  

5.200 
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Posting to General Ledger 

Arabic Bank A/C (A) 

Date Ref. Account Dr Date Ref. Account Cr 

16/6 CR Mahmood Capital 

 

3.000.000 1/8 CP Rent Exp. A/C 

Prepaid Rent A/C 

Salary payable A/C 

 

Balance C/D 

600 

600 

15.600 

 

2.983.200 

total 3.000.000 total 3.000.000 

 

31/12 

 

  

Balance P/D 

 

2.983.200 

    

 

Mr. Mahmood Capital A/C (O/E) 

Date Ref. Account Dr Date Ref. Account Cr 

   

 

Balance C/D 

 

 

3.000.000 

 

 

16/6 CR Arabic Bank A/C 3.000.000 

total 3.000.000 total 3.000.000 

     

31/12 

  

Balance P/D 

 

 

3.000.000 

 

Building A/C (A) 

Date Ref. Account Dr Date Ref. Account Cr 

17/6 GV Hassan Capital 

A/C 

 

1.000.000    

 

Balance C/D 

 

 

1.000.000 

 

total 1.000.000 total 1.000.000 

 

31/12 

  

Balance P/D 

 

 

1.000.000 

   

 

 

 

 

X-ray A/C (A) 

Date Ref. Account Dr Date Ref. Account Cr 

17/6 GV Hassan Capital 

A/C 

 

500.000    

 

Balance C/D 

 

 

500.000 

 

total 500.000 total 500.000 

 

31/12 

  

Balance P/D 

 

500.000 
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Medicine Inventory A/C (A) 

Date Ref. Account Dr Date Ref. Account Cr 

17/6 

 

1/9 

GV 

 

GV 

Hassan capital A/C 

 

Accounts Payable 

A/C 

250.000 

 

60.000 

 

   

 

Balance C/D 

 

 

310.000 

total 310.000 total 310.000 

 

31/12 

  

Balance P/D 

 

 

310.000 

    

 

 

Islamic Bank A/C (A) 

Date Ref. Account Dr Date Ref. Account Cr 

17/6 GV Hassan Capital 

A/C 

 

1.250.000    

 

Balance C/D 

 

 

1.250.000 

 

total 1.250.000 total 1.250.000 

 

31/12 

  

Balance P/D 

 

 

1.250.000 

   

 

 

 

 

Mr. Hassan Capital A/C (O/E)  

Date Ref. Account Dr Date Ref. Account Cr 

   

 

Balance C/D 

 

 

3.000.000 

17/6 GV Building A/C 

X-ray A/C 

Medicine Inventory 

A/C 

Islamic Bank A/c  

1.000.000 

500.000 

250.000 

 

1.250.000 

 

Total 3.000.000 total 3.000.000 

     

31/12 

  

Balance P/D 

 

 

3.000.000 

 

Rent Exp. A/C (E) 

Date Ref. Account Dr Date Ref. Account Cr 

1/8/ CP Arabic Bank A/C 600 

 

   

Balance C/D 

 

 

600 

total 600 total 600 

 

31/12 

  

Balance C/D 

 

600 
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Prepaid Rent A/C (A) 

Date Ref. Account Dr Date Ref. Account Cr 

1/8 CP Arabic Bank A/C 600 

 

   

Balance C/D 

 

 

600 

total 600 total 600 

 

31/12 

  

Balance C/D 

 

600 

    

 

Accounts Payable A/C (L) 

Date Ref. Account Dr Date Ref. Account Cr 

   

 

Balance C/D 

 

 

60.000 

 

 

1/9 GV Inventory A/C 60.000 

total 60.000 total 60.000 

     

31/12 

  

Balance P/D 

 

 

60.000 

 

Salary Exp. A/C (E) 

Date Ref. Account Dr Date Ref. Account Cr 

30/9 

31/10 

30/11 

31/12 

GV 

GV 

GV 

GV 

Salary Payable A/C 

Salary Payable A/C 

Salary Payable A/C 

Salary Payable A/C 

 

5.200 

5.200 

5.200 

5.200 

   

 

Balance C/D 

 

 

20.800 

total 20.800 total 20.800 

 

31/12 

  

Balance P/D 

 

 

20.800 

    

 

Salary Payable A/C (L) 

Date Ref. Account Dr Date Ref. Account Cr 

1/12 CP Arabic Bank A/C 

 

Balance C/D 

15.600 

 

5.200 

30/9 

31/10 

30/11 

31/12 

GV 

GV 

GV 

GV 

Salary exp. A/C 

Salary exp. A/C 

Salary exp. A/C 

Salary exp. A/C 

5.200 

5.200 

5.200 

5.200 

total 20.800 total 20.800 

     

31/12 

  

Balance P/D 

 

 

5.200 
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Unadjusted Trial Balance 

 

Account Dr Cr 

Arabic Bank A/C (A) 

Mr. Mahmood Capital A/C (O/E) 

Building A/C (A) 

X-ray A/C (A) 

Medicine Inventory A/C (A) 

Islamic Bank A/C (A) 

Mr. Hassan Capital A/C (O/E)  

Rent Exp. A/C (E) 

Prepaid Rent A/C (A) 

Accounts Payable A/C (L) 

Salary Exp. A/C (E) 

Salary Payable A/C (L) 

2.983.200 

 

1.000.000 

500.000 

310.000 

1.250.000 

 

600 

600 

 

20.800 

 

3.000.000 

 

 

 

 

3.000.000 

 

 

60.000 

 

5.200 

Total 6.065.200 6.065.200 
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Adjusting Entries قيئد التسئية 

In order for a hospital (company), to record revenues in the periods in which it earns 

them, and to recognize expenses in the period in which it incurs them, hospital makes 

adjusting entries at the ending of the accounting period. In short, the adjustment 

entries fulfill both, revenue recognition and matching principles. 

ا تفا ع تيف  ه   هف   قعلا تفرعف   لوصف ري  علتفا حفاثت         فغ تيفجال علايفرعدعم لافتفرة علتف     ( علجر ا)لكا يتوكغ علويتجفى 

عي ق  ختصف ر  ف ن يافيد علتيفييا تعوفل لتالافق       . لنفس علفترة  تايم علويتجفى  عول يايد علتيييا  ا نه يا علفترة علوي  لاا

 .قعلات عم  ولائا علوي  لا علا ترعف   لايرعد قعلوا  اا

Type of adjusting entries: انئاع قيئد التسئية 

 

A- Prepayments المدتئع مقدما 

1- Prepaid expenses المصاريف المدتئعة مقدما 

2- Unearned revenues الايرادات غير المستحقة 

B- Accruals المستحق 

1- Accrued revenues الايرادات المستحقة 

2- Accrued expenses المصاريف المستحقة 

 

A- Prepayments المدتئع مقدما 

 

1- Prepaid expenses المدتئعة مقدما المصاريف  

Prepaid expenses mean those expenses that has been paid in cash and recorded as assets 

before they are used or consumed. 

علوصفف ري  علوا ي ففا  اففا   تعنففا تاففك علوصفف ري  علتففا تففا د عهفف  قتففا تيففجااه   تلففيم يلففل توفف م  وااففا ع ففتباع ه  عق       

 .عهص ه 

Example of Supplies: مثال على اللئازم 

Assume on 1/4/2006 a hospital purchased office supplies for 3000 JD, at 31/12/2006 an 

inventory count reveals that 1200 JD of office supplies are still on hand. 

 ف ن  ف     31/12/2116دينف ر  قههفر  فا     3111يف م علويتجففى  جفرعا لفيعزم  كتلافا  ااوفا        1/4/2116ع ترض   ن   ا 

 ( يايدة   لوب ن)دين ر  غ علايعزم لا تيتعول  1211ياوت  

Journal entry at 1/4/2006 

Office supplies A/C         3000 

  Bank A/C  3000 

 

Adjustment entry at 31/12/2006 

Office supplies exp. A/C 1800 

  Office supplies 1800 

 

Note: the hospital handled office supplies as an asset, at the end of the period (3000-

1200=1800) revels that 1800 was expensed (used) during the year 

 1811 انفت  فتن  لاف     ( 1811=1211-3111)ع تلر علويتجفى علايعزم علوكتلاا  تنه  علل  ق ا نه يفا علعف م    : ملاحظة

 تا لر    عص خصم علع مدين ر 
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Example of Insurance مثال على التأمين 

Assume on 1/3/2006 the hospital paid 6000 JD for two-years, what is the adjusting entry 

should be done at 31/12/2006. 

 

Journal entry at 1/3/2006 

Prepaid Insurance A/C 6000 

  Bank A/C   6000 

 

Adjustment entry at 31/12/2006 

Insurance Exp. A/C  2500 

  Prepaid insurance A/C 2500 

 

Note: the accountant calculated the insurance expenses related to year 2006 

(6000*10/24=2500), it means only 10 months are expensed out of 24 months. 

عي عثلفت  صفرقف  جفر    ( 11/24*6111) 2116 ب   حتي ب  صفرقف علتف  اغ علبف ا  عف م     لاا ي م علوي : ملاحظة

 شهر 24شهير  غ علل علولا  علوا يع ل  

 

Depreciation of plant assets اهتلاك الاصئل الثابتة 

Depreciation is a mean of cost allocation, it is the accounting process of allocating the cost 

of tangible assets to expense in a systematic and rational manner to those periods expected to 

benefit from the use of the assets. 

علاهتصك هي عدعة لتيزيع علتكافا  عي ها علاا عتيزيع تكافا علالل علواويو  وصرقف  غ خصم علاا  اصناا  نظوا  افى  

 .عن يبام  ه  علالل علفترعم علوتييعا

Since its not possible to know the market value of the asset during the time we are using it, 

and to disclose it in the balance sheet in a reliable and relevance way; the accountant create a 

contra asst account called accumulated depreciation A/c, which will be reveled in the 

balance sheet, and deducting its balance from the hysterical cost balance of the asset; so we 

can drive out the book value of the asset, which can be closer to market or fair value. 

علييياا لصلل خصم ع تباع ن  ل   قلص ص ح  ن    لوا عنافا  جفكل  يثفي  ق صئفا        و  عن  لاس  غ عليهل  عر ا علااوا

  ن علوي  ب ينجاا حي ب علل  ا  ل ييوى  جوفع علاهفتصك علفذي يفتا عههف ر    لوا عنافا  قيفناص رلفاا   فغ رلفاا           

ين عيرب ليعر    ليفي  عق لااوتف    حي ب تكافا علالل علت ريباا  ق ذلك نتوكغ  غ  عر ا ياوا علالل علا تريا علتا يا تك

 .علع دلا

Example of depreciation adjusting entry and disclosure مثال على قيد تسئية الاهتلاك والاتصاا  

Assume a company has X-ray machine (cost 15000 JD), at 31/12/2006 the accountant 

decided that 3000 of the cost should be expensed for 2006. 

 

Adjustment entry at 31/12/2006 

Depreciation Exp. (X-ray)A/C  3000 

  Accumulated depreciation (X-ray) A/C 3000 

 

Balance sheet at 31/12/2006 

Assets Liabilities 

X-ray                                              15000 

Accumulated depreciation (X-ray)    (3000) 

           Book value                                    12000 
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Methods of depreciation طرق الاهتلاك 

The profession requires that the depreciation methods employed should be "systematic and 

rational." It means that we must chose that method which work accordance with the type of 

use of the asset. We must be neutral. 

عي يجفب عن نبتف ر علاريافا علتفا تتو شفى  فع للاعفا        ." علتنظفاا قعلعاصنافا  "علوهناا تتااب عختا ر لرياا عهتصك يتي ر  ه  

 .يجب عن نكين حا ديغ. ع تباعم علالل

The main depreciation methods are: 

I. Straight-line method (SLN) طريقة القسط الثابت 

II. Sum-of-the-years'-digits (SYD) مةمئع سنئات الاستخدام 

III. Declining-balance method (DDB) القسط المتضاعف المتناقص 

 

I- Straight-line method (SLN) طريقة القسط الثابت 

Assume a hospital purchased X-ray machine on 1/1/2002 for cost (C) 10500 JD, its 

estimated useful life (L) 5 years, and estimated salvage value (S) 500 JD. The hospital 

decided to use SLN in depreciation. 

depreciation rate = 
100% 

Life (L) 

depreciation rate = 
100% 

= 20% 
5 

Depreciation charge = Depreciation rate x Depreciation base 

Depreciation charge = Depreciation rate x (cost (c) – Salvage (s)) 

     = 20% x (10500 – 500) 

     = 20% x 10000 

     = 2000 JD 

OR  

depreciation charge = 
C - S 

L 

depreciation charge = 
10500 - 500 

= 2000 
5 

 

   Depreciation table 

year 

depreciation 

charges 

Accumulated 

depreciation 

Book 

value 

2002 2000 2000 8500 

2003 2000 4000 6500 

2004 2000 6000 4500 

2005 2000 8000 2500 

2006 2000 10000 500 

 10000 (cost – salvage) 

Note: At the end of every financial year, the accountant must pass the depreciation 

adjustment entry. 

 

Adjustment entry 31/12/2002 

Depreciation Exp. (X-ray)A/C  2000 

  Accumulated depreciation (X-ray) A/C 2000 
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II- Sum-of-the-years'-digits (SYD) مةمئع سنئات الاستخدام 

Assume a hospital purchased X-ray machine on 1/1/2002 for cost (C) 10500 JD, its 

estimated useful life (L) 5 years, and estimated salvage value (S) 500 JD. The hospital 

decided to use SYD in depreciation. 

Years digits = 1+2+3+4+5 = 15 

depreciation charge = 
(cost - salvage) 

x 

Remaining life 

Years digits 

 

year  

depreciation 

charges 

Accumulated 

depreciation 

Book 

value 

2002 depreciation charge = 10000 x 
5 

= 3333 3333 7167 
15 

2003 depreciation charge = 10000 x 
4 

= 2667 6000 4500 
15 

2004 depreciation charge = 10000 x 
3 

= 2000 8000 2500 
15 

2005 depreciation charge = 10000 x 
2 

= 1333 9333 1167 
15 

2005 depreciation charge = 10000 x 
1 

= 667 10000 500 
15 

    10000 (cost – salvage) 

 

III- Declining-balance method (DDB) القسط المتضاعف المتناقص 

Assume a hospital purchased X-ray machine on 1/1/2002 for cost (C) 10500 JD, its 

estimated useful life (L) 5 years, and estimated salvage value (S) 500 JD. The hospital 

decided to use DDB in depreciation. 

Depreciation rate = SLN rate x 2 

depreciation rate = 
100% 

x 2 = 40% 
5 

Note: Depreciation base in this method is the cost of the asset. 

year   

depreciation 

charges 

Accumulated 

depreciation 

Book 

value 

2002 
10500 x 40% 

= 4200 4200 6300 
(4200)  

2003 
6300 x 40% 

= 2520 6720 3780 
(2520)  

2004 
3780 x 40% 

= 1512 8232 2268 
(1512)  

2005 
2268 x 40% = 907 

9139 1361 
(907)  

2006 1361 
 

861 1000 500 
 

   10000 (cost – salvage) 

Final year dep. = (cost-salvage – accumulated depreciation at the end of the year before 

last) 

        = (10500 – 500 – 9139) = 861 
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2- Unearned revenues الايرادات غير المستحقة 

Unearned revenues means, revenues received in cash and recorded as liabilities before a 

company earns them. 

 .ا علايرعدعم  ار علويتياا ها علايرعدعم علتا ع تاوته  علجر ا نااع ق جاته    لت ع  م يلل عن تكتيله   عا

Assume on 1/5/2006 a hospital received 12000 JD cash from Mr. Jihad for twelve months 

medical check up fees. 

 

Journal entry at 1/5/2006 

Bank A/C  12000 

  Unearned medical revenue A/C  12000 

 

Adjustment entry at 31/12/2006 

Unearned medical revenue A/C  7000 

  Medical revenue A/C   7000 (7 months revenue) 

 

B- Accruals المستحق 

1- Accrued revenues الايرادات المستحقة 

Accrued revenues mean, revenues earned but not yet received in cash or recorded. Its 

known as sales or rendering services on account 

  قعلوتعفف رف  ااهفف  عيضفف   اا تعنففا علايففرعدعم علتففا تففا ع تيفف  ه  قلكففغ لففا تاففلض ناففاع  عففا عق لففا تيففجل    علايففرعدعم علويففتي

 .  لولاع م عق تتديا علبا  م علاااا

Assume on 1/9/2006 the hospital treated a patient who is fully insured by the Arabic 

insurance company, and billed the insurance company for 2300 JD. 

This kind of entry should be recorded, as soon as service is rendered. 

 

Accounts receivable A/C 2300 

  Medical revenue A/C 2300 

 

2- Accrued expenses المصاريف المستحقة 

Accrued expenses mean, expenses incurred but not yet paid in cash or recorded. 

 .علوص ري  علويتياا تعنا تاك علوص ري  علتا ع تيات قلكغ لا تا ع نااع عق لا تيجل

Examples: 

Salaries due but not paid: الرواتب المستحقة والتي لا تدتع 

Assume on 31/12/2006 a salary of 9000 JD is due but not paid. 

Salary exp. A/C  9000 

  Salary payable A/C  9000 

 

Bad debts: الديئن المعدومة 

Assume the account receivable (insurance companies) balance at 31/12/2006 80000 JD, the 

hospital as per its experience estimates that 5% of the receivables will not be collectable: 

Note: the hospital is estimating the 5% (conservatism), but the actual balance of accounts 

receivables will remain the same, and that is why the accountant will create contra asset 

account called Allowance for doubtful accounts A/C and revel it in the balance sheet 

deducting it from the receivables. 
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دينفف ر  قياففار علويتجفففى ق نفف ا  اففى   81111 افف   31/12/2116 ففا ( شففر  م علتففت اغ)ع تففرض  فف ن رلففاا علوففاينين   

 . غ علواينين لغ ييادقع علول ل  علويتياا  ااها% 5خلرت  علي  اا  تن 

قلهفذع  ين يلافى  وف  هفي     علا عن رلاا علوفاين ( عناصي   غ  ياد عليااا قعليذر% )5ر ا عن علويتجفى ياار عل  : ملاحظة

ياففيم علوي  ففب   نجفف ا حيفف ب علففل  ا  ففل ييففوا  حيفف ب علففايين علوجففكيك  اهفف  قيظهففر   ففا علوا عناففا خ لففو  عيفف    ففغ     

 .علواينين

Adjusting entry at 31/12/2006 

Bad debts exp. A/C 4000 

  Allowance for doubtful accounts A/C 4000 

 

Balance sheet at 31/12/2006 

Assets Liabilities 

Accounts receivables (Ins. Co.)        80000 

Allowance for doubtful accounts     (4000)      76000 
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Question سؤال: 

Al shifa Hospital started its operation on 1/1/2006; at 31/12/2006 the accountant extracted 

the following trial balance: 

 :ع تبرج علوي  ب  ا عن علورعاعا علت لا 31/12/2116ق ا : 1/1/2116 اأ  يتجفى علجف ا  واا ت   ا 

Account Dr Cr 

Arabic bank 220000  
A/R Insurance companies 478000  
Office supplies 14000  
Medicine Inventory 63000  
Land 600000  
Building 800000  
Equipments 500000  
A/P External physicians  18000 
Capital  2000000 
Medical treatment revenues  1500000 
Operations revenues  60000 
other revenues  78000 
Cost of medicine sold 25000  
Salary exp. 920000  
Rent exp 18000  
Elec. & water exp. 5000  
other exp 13000  

Total 3656000 3656000 

The accountant noticed the followings: 

1- All plant assets were purchased on: اواع علاليم عللا  ت   جترع   ا 

A- Land on 1/1/2006  1/1/2116علارض  ا  

B- Building on 1/6/2006 (SLN will be used in depreciation, Life 20 years, SV was 

estimated for 60000) 

ق فاتا ع فتباعم علايفط     61111 نا ق ااوا خردقيفا   21 وره  علواار ) 1/6/2116علول نا  جترع   ا 

 .عللا  ت  ا عهتص ه 

C-  Equipments on 1/3/2006 (SYD will be used in depreciation, life 6 years, and 

SV was estimated for 30000) 

ق فاتا عهتص هف   يع فاا     31111 فنيعم قعلااوفا علبردقيفا     6علعوفر  ) 1/3/2116علوعاعم  جترع   فا  

 .لرياا  جويع  نيعم علا تباعم

2- On 31/12/2006 actual count of office supplies reveled that an a mount of 7000 is 

unused. 

 دين ر 7111تا عحص ا  ب قن علايعزم علوكتلاا ققاا عن ياوا علويايد  31/12/2117 ا 

3- The management estimates that 5% of A/R will be uncollectible. 

 . غ علواينين لغ يتا تيصااه % 5تاار علادعرة  تن 

4- On 31/12/2006 a salaries of 9000 JD is due but not paid. 

 دين ر 9111 ا  علرقعتب علت ع تيات قلا تا ع  31/12/2116 ا 

5- The hospital has only one rented office, which was rented on 1/2/2006 for 2000 JD per 

month. 

 دين ر 2111  يج ر شهري  1/2/2116علويتجفى  يتتار لوكتب قحاا  نذ 

Prepare the following: يا  عول    ياا 

1- Worksheet. قريا علعول 
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2- Adjustment entries. يايد علتيييا 

3- Closing entries. يايد علايف م 

4- Financial statements (Income Statement and Balance Sheet). ي ئوا علاخل قعلوا عناا 

 

First: we must make the adjustment entries: :أولا: يةب عم  قيئد التسئية 

 

Depreciations: الاهتلاك 

Building (SLN) 

800000-60000= 740000/20= 37000 

Since purchase date 1/6/2006 (this year) 37000*7/12= 21583 

Equipments (SYD) 

1+2+3+4+5+6= 21 

500000-30000= 470000 *6/21= 134286 

Since purchase date 1/3/2006 (this year) 

134286 * 10/12= 111905 

Depreciation for both assets 

21583+111905 = 133488 

Depreciation entry at 31/12/2006 

Depreciation Exp. A/C   133488 

  Accumulated Dep. A/C  133488 

 

Office supplies Expenses: مصاريف اللئازم المكتبية 

Office supplies Balance  14000 

- Actual count at 31/12  (7000) 

Office expense:   7000 

Office expenses adjustment entry at 31/12/2006 

Office Supp. exp. A/C  7000 

  Office Supplies A/C 7000 

 

B/D Allowance: مخصص الديئن المشكئك تيها 

A/R Balance at 31/12: 478000 * 5/100= 23900 

B/D Allowance adjustment entry: 

B/D Expenses  23900 

Allowance for B/D A/C  23900 

 

Salaries due but not paid adjustment entry: الرواتب المستحقة 

Salaries exp. A/C  9000 

  Salaries Payable A/C 9000 

 

Rent: علايج ر 

Rent exp. from 1/2 to 31/12= 2000*11= 22000 

Less rent Exp. A/C balance at 31/12  (18000) 

Rent payable       4000 

Adjustment entry at 31/12 

Rent Exp. A/C  4000 

  Rent payable A/C  4000
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Accounts 
Trial Balance Adjustments Adj. Trial balance Income Summery Balance sheet 

Dr Cr Dr Cr Dr Cr Dr Cr Dr Cr 

Arabic bank 220000       220000       220000   

A/R Insurance companies 478000       478000       478000   

Office supplies 14000      7000  7000        7000   

Medicine Inventory 63000       63000       63000   

Land 600000       600000       600000   

Building 800000       800000       800000   

Equipments 500000       500000       500000   

A/P External physicians   18000       18000       18000 

Capital   2000000       2000000       2000000 

Medical treatment 
revenues   1500000       1500000   1500000     

Operations revenues   60000       60000   60000     

other revenues   78000       78000   78000     

Cost of medicine sold 25000       25000    25000        

Salary exp. 920000    9000   929000    929000        

Rent exp 18000    4000   22000    22000        

Elec. & water exp. 5000       5000    5000        

other exp 13000       13000    13000        

 Depreciation Exp.      133488   133488    133488        

 Accumulated 
Depreciation       133488    133488        133488   

 Office supplies Exp      7000    7000    7000       

 B/D Exp.      23900    23900    23900       

 Allowance B/D       23900    23900        23900  

 Salary Payable        9000   9000        9000  

 Rent payable        4000   4000        4000  

              1158388  1638000      

 Net Income - Profit             479612      479612   

                      

  3656000 3656000  177388  177388 3826388  3826388  1638000  1638000  2668000  2668000  
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Note: from the above it's noticed  :ملاحظة: من اعلاه تا ملاحظة 

1- Adjustments قيئد التسئية 

All adjustments entries placed in the (Adjustments) section in the work sheet (If 

there is related account, the adjustment was placed against it in the (Adjustments) 

section; otherwise we have t create new account for it. 

عذع  ف ن هنف ك حيف ب  نجفت     )اواع يايد علتيييا علتا تا  واه  تا قيفعه   فا  اافع علتيفيي م  فا قريفا علعوفل        

 ققيع علتيييا ع       ا  تا قيع علتيييا علتا تبصا  ا  ا   ا  نااا علتييي م  قعلا تا عنج ا حي ب اايا 

 

2- Adjusted trial balance ميلان المراجعة المعدل 

The new balance after taking the effect of the adjustments against each account at the 

trial balance 

 هي علارلاة علجايا  عا عخذ ت ثار علتييي م  اى عرلاة عليي   م  ا  ا عن علورعاعا  ار علوعام

3- Income Summery  ملخص الدخ 

All nominal accounts balances in the adjusted trial balance (in Red) were copied to 

income summery. 

 على  ابص علاخل(   لاحور) ا  ا عن علورعاعا علوعامتا نيخ اواع عرلاة عليي   م علوعيتا 

4- Balance Sheet (Final trial balance)  (ميلان المراجعة النهائي)الميلانية  

All Real accounts balances in the adjusted trial balance (in blue) were copied to 

balance sheet (Final trial balance). 

 اف عن علورعاعفا   )علوا عنافا  علفى  (  ف لازر  ) ا  ا عن علورعاعا علوعام علياااااتا نيخ اواع عرلاة عليي   م 

 (علنه ئا

5- Net Income  صاتي الدخ 

Both sides of debit and credit of the income summery (in Grey) were counted (its 

clear that credit side is larger than debit side) then place the difference below the 

lower side (in green), and then copy it to the opposite side in the balance sheet. If the 

difference is placed in credit side at balance sheet it means its profit, otherwise its 

loss. 

ق غ (  غ عليعيح   ن علج نب علاعئغ ع اى  غ علوايغ( )  لر  دي)تا اوع لر ا  ابص علاخل علوايغ قعلاعئغ 

عذع  ف ن  .  فغ ثفا نيفخ علولاف  ععلفرف علوعف  س   لوا عنافا       ق(  لاخضفر )ثا قيع علفر   انها تيت علارف علايل 

  .علفر    لج نب علاعئغ   لوا عناا  هي ر ح  قعلا يكين خي رة
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Second: Closing entries: ثانيا: قيئد الاقفال 

 

From the income summery section at the above work sheet we can pass the closing 

entries (closing nominal accounts) as follow: 

( ع ففص  عرلففاة علييفف   م علا ففواا) ففغ  نااففا  ابففص علففاخل  ففا قريففا علعوففل ع ففص  نيففتااع  وففل ياففيد علا ففص    

 :  لت لا

Closing Revenues: 

Medical treatment revenues A/C 1500000 

Operations revenues A/C     60000 

Other revenues A/C      78000 

    Income Summery A/C 1638000  

Closing Expenses: 

Income Summery A/C  1158388  

 

Cost of medicine sold  25000 

Salary exp. A/C9   29000 

Rent exp. A/C   22000 

Elec. & water exp. A/C    5000 

other exp. A/C   13000 

Depreciation Exp. A/C         133488  

Office supplies Exp. A/C    7000 

B/D Exp. A/C   23900 
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Third: Preparing Income Statement  ثالثا: عم  قائمة الدخ 

 

From the income summery section at the work sheet we can prepare the simple income 

statement as follow: 

 :  لجكل علت لاعلليااا ا علاخل نيتااع ع اعد ي ئو  ا قريا علعول  غ  نااا  ابص علاخل

Revenues    
Medical treatment revenues 1500000   
Operations revenues 60000   
Other revenues 78000   

Total Revenue  1638000  
Less Expenses    
Cost of medicine sold 25000   
Salary exp. 929000   
Rent exp 22000   
Elec. & water exp. 5000   
other exp 13000   
 Depreciation Exp. 133488   
 Office supplies Exp 7000   
 B/D Exp. 23900 (1158388)  

Net Income - Profit 479612 
 

Fourth: Preparing Income Statement رابعا: عملالميلانية 

 

From the Balance sheet section at the work sheet we can prepare the balance sheet as 

follow: 

 :  لجكل علت لاعلوا عناا نيتااع ع اعد علوا عناا  ا قريا علعول غ  نااا 

 

Assets Liabilities 

Arabic bank   220000 A/P External physicians   18000 

A/R Insurance companies 478000   Salary Payable  9000 
 - Allowance B/D (23900) 454100  Rent payable  4000 
Office supplies  7000     
Medicine Inventory  63000     
Land  600000     
Building 800000  Capital 2000000   
Equipments 500000  2006 Net Income 479612 2479612 

- Accumulated Depreciation (133488) 1166512     

Total Assets  2510612 Liabilities + O/E  2510612 
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Question سؤال: 

Al Shifa hospital accountant extracted the following trial balance on 31/12/2006: 

 :03/31/1332قام محاسب مستشفى الشفاء باستخراج ميلان المراجعة التالي تي 

Arabic bank 220.000 
A/R Insurance companies 630.000 
Allowance B/D 27.000 
Office supplies 14.000 
Medicine Inventory 63.000 
Land 600.000 
Building 800.000 
Accumulated Dep. (Building) 144.000 
Equipments 500.000 
Accumulated Dep. (Equipments) 261.905 
A/P External physicians 18.000 
Capital 2.000.000 
Medical treatment revenues 1.219.095 
Operations revenues 60.000 
other revenues 78.000 
Cost of medicine sold 25.000 
Salary exp. 920.000 
Rent exp 18.000 
Elec. & water exp. 5.000 
other exp 13.000 

 

The accountant noticed the followings: حظ المحاسب ما يليلا  

1- The management uses SLN method in depreciating the building (salvage value estimated to be 

80.000 JD at the end of the building life, purchase date 1/1/2004). 

 03.333ة بعبد انتهباء عمبر الاصب  تقبدر بب        القيمبة الخردويبة المقبدر   )الادارة تستخدم طريقة القسط الثابته تبي اهبتلاك المبباني     -3

 (3/3/1332، تاريخ الشراء دينار

2- The management uses SYD method in depreciating equipments (Purchase date: 1/1/2004, 

estimated life 6 years, and no salvage value is estimated). 

سبنئات، ولا   2، وعمرهبا المقبدر   3/3/1332تباريخ شبرائها   )ي اهبلاك المعبدات   الادارة تستخدم طريقة مةمئع ارقام السبنين تب   -1

 .يئجد لها قيمة خردوية

3- The management decided to change depreciation method used for X-ray machine (equipment) 

worth 16.000 JD to SLN. 

 .دينار الى طريقة القسط الثابت 32.333قيمته ( شعةجهاز ا)قررت الادارة تغيير طريقة اهتلاك احدى المعدات  -0

4- During the year the accountant missed recording a transaction related to a destruction of kidney 

wash machine (equipment) in fire and which its insurance settlement amounts 19.000 JD 

(destruction date 1/8/2006, and the cost is 40.000 JD). 

واللذي بلغت تسئية التأمين عليه ( جهاز غس  كلى)خلال العام اغف  المحاسب عن تسةي  عملية خاصة باحتراق احدى المعدات  -2

 (دينار 23.333وتكلفته  3/0/1332تاريخ احتراقه )دينار  30.333

5- The management and due to insolvency one of its account receivables clients decide to write off 

his debts which amounted 25.000 JD. 

 .دينار 15.333قررت الادارة بسبب اتلاس احد المدينئن باعدام المبالغ المستحقة عليه والبالغة  -5

6- The management and according to its experience estimates that 5% of A/R will be uncollectible. 

  .من مبالغ المدينئن قد لا يمكن تحصيلها مستقبلا% 5بناء على خبرة الادارة السابقة تانها تقدر بأن  -2

 

Prepare the following: قا بعم  ما يلي 

 

5- Worksheet. قريا علعول 

6- Adjustment entries. يايد علتيييا 

7- Closing entries. يايد علايف م 

8- Financial statements (Income Statement and Balance Sheet). ي ئوا علاخل قعلوا عناا 
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Adjustments :قيئد التسئية 

First of all it's advised to prepare those adjustment related to the problems occurred during 

the year, and then prepare the final year adjustments. 

 :علتيييا لاوج  ل علتا حاثت خصم علينا ق عاه   ول يايد تيييا نه يا علع مينصح عقلا  عول يايد 

Change of depreciation method: :تغيير طريقة الاهتلاك 

Since hospital change the depreciation method of the x-ray machine (cost 16000, life 6 

years) from SYD to SLN, we must calculate the effect and pass adjusting entry as follow: 

 ففغ لرياففا  جوففيع  ففنيعم   (  ففنيعم 6  علعوففر 16111تكافتفف  ) وفف  عن علويتجفففى  اففر لرياففا عهففتصك اهفف ز علاشففعا     

 :علا تباعم على لرياا علايط عللا  ت  اجب  عر ا علاثر ق ول ياا تيييا   

Year SYD SLN Effect 

2004 4571 26667  

2005 3810 26667  

total 8381 53334 -44953 

Adjustment Entry: 

Accumulated depreciation (equipments) A/C   44963 

  Gain on change depreciation method A/C  44963 

Destruction of kidney wash machine: تلف الة تنظيف الكلى 

(Cost 40000, life 6 years) 

Accumulated depreciation to 31/12/2005 

Depreciation of 2004 (40000*6/21) =    11429 

Depreciation of 2005 (40000*5/21) =    9524 

Accumulated depreciation as on 31/12/2005:    20953 

Depreciation for 7 months of 2006: (40000*4/21*7/12)= 4444 

    Accumulated depreciation balance:  25397 

Adjustemt entries: 

Depreciation Exp. (Equipments) A/C  4444 

  Accumulated depreciation (Equipments) A/C 4444 

A/R        19000 

Accumulated depreciation (Equipments) A/C 25397 

   Equipment A/C     40000  

   Gain on insurance settlement   4397 

Write off bad debts of 25000 JD 

Allowance B/D A/C  25000 

  A/R    25000 

Forming B/D Allowance 5%: 

A/ A/R Allowance 

Balance 630000 27000 

Write off (25000) (25000) 

Final balance 605000 2000 

5% of A/R  30250 

(30250 – 2000) = 28250 

B/D Exp. A/C  28250 

Allowance B/D A/C  28250 
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Depreciation of 2006: 

Building depreciation: 

Since SLN is used in depreciating buildings it means accumulated depreciation (144000) is 

for two years (144000/2) = 72000 

Depreciation Exp. Building)   72000 

  Accumulated Depreciation (Building) 72000 

 

Equipments: 

Since the hospital changed depreciation method of (16000 cost) x-ray machine, and ended a 

destructed kidney wash machine (cost 40000), we must calculate depreciation for the balance 

of the equipments: 

Equipments (SYD): 

(500000-16000-40000) = 444000 

444000*4/21=        84571 

Equipments (SLN): 

16000/6=         2667 

   Equipments depreciation   87238 

Depreciation Exp. (Equipments)  87238 

  Accumulated Depreciation (Equipments)  87238 

 

Summery of all adjustments: 

 

Accumulated depreciation (equipments) A/C   44963 

  Gain on change depreciation method A/C  44963 

----------------------------------------------------------------------------------------- 

Depreciation Exp. (Equipments) A/C  4444 

  Accumulated depreciation (Equipments) A/C 4444 

----------------------------------------------------------------------------------------- 

A/R        19000 

Accumulated depreciation (Equipments) A/C 25397 

   Equipment A/C     40000  

   Gain on insurance settlement   4397 

------------------------------------------------------------------------------------------ 

Allowance B/D A/C  25000 

  A/R    25000 

------------------------------------------------------------------------------------------ 

B/D Exp. A/C  28250 

Allowance B/D A/C  28250 

------------------------------------------------------------------------------------------ 

Depreciation Exp. Building)   72000 

  Accumulated Depreciation (Building) 72000 

------------------------------------------------------------------------------------------ 

Depreciation Exp. (Equipments)  87238 

  Accumulated Depreciation (Equipments)  87238 

Note: when you shift an adjustment to work sheet add debits or credits that effecting 

same account. 
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Accounts 
Trial Balance Adjustments Adj. Trial balance Income Summery Balance sheet 

Dr Cr Dr Cr Dr Cr Dr Cr Dr Cr 

Arabic bank 220.000      220000       220000   

A/R Insurance companies 630.000  19000 25000 624000       624000   

Allowance B/D  27.000 25000 28250   30250       30250 

Office supplies 14.000      14000       14000   

Medicine Inventory 63.000      63000       63000   

Land 600.000      600000       600000   

Building 800.000      800000       800000   

Accumulated Dep. (Building)  144.000   72000   216000       216000 

Equipments 500.000    40000 460000       460000   

Accumulated Dep. (Equipments)  261.905 70360 91682   283227       283227 

A/P External physicians  18.000       18000       18000 

Capital  2.000.000       2000000       2000000 

Medical treatment revenues  1.219.095       1219095   1219095     

Operations revenues  60.000       60000   60000     

other revenues  78.000       78000   78000     

Cost of medicine sold 25.000      25000   25000       

Salary exp. 920.000      920000   920000       

Rent exp 18.000      18000   18000       

Elec. & water exp. 5.000      5000   5000       

other exp 13.000      13000   13000       

gain on change depreciation method     44963   44963   44963     

depreciation exp. (Equipment)   91682   91682   91682       

gain on insurance settlement     4397   4397   4397     

B/D Exp   28250   28250   28250       

depreciation exp (building   72000   72000   72000       

           1172932 1406455     

Net Income - Profit           233523     233523 

 3.808.000 3.808.000 306292 306292 3953932 3953932 1406455 1406455 2781000 2781000 



 32 

Note: how numbers founded in the above adjustments: 

Depreciation Exp. Equipments (Debit side) 4444+87238 = 91682 

Accumulated dep. Equipments (Debit side) 44963+25397= 70360 

Accumulated dep. Equipments (Credit side) 4444+87238 = 91682 

 

 


