
Topic 11

Accounting for 
expenses and 

Income 



Expense : .

Payment for expense
dr cr

Expense ×

cash / Bank ✗

Expenses
Prepaid / Advance Accrued /Outstanding / Owing

• Expenses paid in advance but services • Expenses not yet paid but services
not yet received are received

.

• Other Receivables • Other Payables

• Current Assets [Debit] • Current liability [ Credit]

> expenses paid but services received
services not received

expense
but not paid for

$ $

Balance bid [prepaid] 1000 balance bid [accrued] 200

Rash /Bank C-payment ] 10000 Income statement •0400

Balance cld [accrued] 100 balance cld [Advance] 500

urroo noooo

Expense = payment t bid prepaid e) cld prepaid it cld owing e) Bid owing
10400 = 10000 t 1000 e) 500 * 000 E) 200

Note : - Any 1 missing figure can be calculated from above Ledger account



Revenue : Income generated by providing services
.

Receipt of Income
✗

Cr

cash / bank it
dr

income t ✗

Income

prepaid / Advance Arrears / Owing
• Income received but services not • Services provided but amount not yet
yet provided .

received

• Current liability Credit nature] • Current Asset [ Debit nature]

• Other payable
• Other Receivable

income/ Revenue
$ $

Balance bid [Arrears] 200 balance bid [Advance] 1000

Income statement $2750 Bank / Cash (Receipts ] 05000

Bad Debt 100

balance cld [Prepaid] 3500 Balance cld 1Arrears] 350

16450 1645-0

Income -_ Receipt 1- bid prepaid C- I cld prepaid it cld owing f) bldowingtbad debt
02750 = 15000 t 1000 C- ) 3500 A 350 C-5 200 t 100

Note : - Any 1 missing figure can be calculated from above Ledger account



""""""°|⇐"ncomeinad-anepepaidimei.FM#siadvaneprepaide-penses:-
- Amount received but services not yet provided

- Amount paid but services not yet received
- Treated as a current liability - Treated as current Asset
- C-) from income - G) from expenses

unpaid / arrears
• lncomeinarrearslaccruedi.name#.-.A-ued0uts-anding-owigexpense :
- Services provided but amount not yet received -Services availed but amount not yet paid
- Treated as current Asset - Treated as a current liability
- a- to income + to expense

tcountingforepenses : "
Amount paid in the asset 09000

iiability
6000 expense belonging to

last year belongingÉE§ previous year but

" """ """
"" "" """" " " " """"" "" """" " """""

expense paid in Expense pertaining
the current year

8- cash /bank 15000 Income statement 13000-7 to current year
""" ""

→

expense belonging to
←
baldd (accrued) 3-000 baldd(prepaid ) -20-00 amount paid in the

current Year but É ¥00 '""" Year but

not paid by year belonging to following
end year

v

Accounting's v

r

Cr dr Cr

- expenses in
dr

15000 2. Income statement 13000

bank / cash I 15000 expense 13000

Expense -- Amount paid + bid prepaid f) cld prepaid + cld accrued e) bid accrued

Expense -- Amount paid e) cld prepaid + cld accrued
d- bid prepaid bid accrued .



nc-ountingforeenuet.name
Amount belonging to Asset liability

Amount recd.in the

previous year butÉTUI> last year belonging
"""" " """"" """ """"" ""

"
" " """"" "" " """ """

Amount received in""" """""" ←""" """" "" "" """ """" """→ """"" """to current year

→
amount recd.in/hFbalcldlprepaid)?-balc1d( arrears ) £000 Amount belonging to
current year but ¥-000 1-3000 current year but

belonging to following not recd.by year

year end

v

Accounting entries dr cr dr Cr

2. Revenue / Income 6000 1. Cash / Bank 10000

Income statement 6000 Revenue / Income 10000

( Revenue)

Income-- Amount received + bid prepaid f) cld prepaid + cld accrued e) bid accrued

Income-_ Amount received f) cld prepaid + cld accrued



arrears /
preps,aid accrued

I Jan 2020 ( Dtd) $
too 3/00

31 Dec 2020 (dd ) 500 200

rent received during the year amounted to $7200
.

800

ReInco0
""" """"" *

"
" " """"" "°

Income statement 7000 Cash / Bank / receipts) 7200

bat dd(prepaid) -Ebalc1d( arrears ) -20-0

£800 -7800


