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Exercise 1: The following are selected 2017 transactions of Sean Astin Corporation.
Sep.1 | Purchased inventory from Encino Company on account for $50000.
leall te 50000 fir ENCING 48 5 (o (5 )3 48 18l &y
Oct. 1 | Issued a $50000, 12-month, 8% note to Encino in payment of account
AS yd luad Talaw 948 32y jed 12 33a] 50000 ety ada 48 )5 4S8l @ jaal
Encino
Oct.1 | Borrowed $50000 from the Shore Bank by signing a 12-month, zero-
interest-bearing $54000 note
Jani ¥ adndd 5 e a5l JA (10 Shore €l (e $50000 4S8 il Cua i)
$54000 Lgiagd ) 58

Requirements:
1. Prepare journal entries for the selected transactions above.
oDle la sl a3 il COlalaall 4 sall 2 58 L)
2. Prepare adjusting entries at December 31 4 sl 3 58 <L)
3. Prepare journal entries on maturity date.3Esiuy) & s 2 gall i)
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
Cash 50,000
Oct. 1 Discount on Notes payable 4,000
| Notes payable 54,000

o ! (Prepaid expense) —ws 44 (Discount on Notes payable) Clus Jlie) (Sa
(s i) 5al) AS i) Candd g (585 dia A4Syl (a8 o jucadll
Adjusting Entries:

Date Accounts Debit Credit
Dec. 31 Interest expense 1,000
' | Interest payable(50000x8%x3\12) 1,000

Cal yie Y1 Jlie dtaneall 2 gl ol (2anddlhy () oS0 aie Ao sdnall 23l gall 0 jal) 4y gull dpnally
2017 alas e Gl V) e daiilly

Dec. 31 Interest expense 1,000
' | Discount on Notes payable 1,000
Jaall Gadle Clusy A0l 5 3 5Y) 2800048 55 o ol gaw 200 ) Q883 JUa8) a3y alal) dilgcy
Income summary 2,000
Dec. 31 | Interest expenses 2,000

Bol) el 3 o(A ghtie el 51 o it e} Al sl bl 3151 el g
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Balance sheet:
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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 Octl. 2018 a8l 3 ;g ada gl f iy

2313 00 2017ple o Aniunall 500 g dliall Jual s lons (5 8 43 ) ) Al

26519 52 2018 Il alall (e sailall daLayl

Date Accounts Debit Credit
Notes payable 50,000
Oct. 1 Interest payable 1000
' Interest expense(50000%8%x9\12) 3000

| Cash 54,000

”a.as;.a'.,""ng&aﬁ\jﬂ\%é&gquic&\ez{m". ) 5dl) Lgie Cuadaid) A1) 4Gl adall 48 ) o dsually

davual) 23 gall b

Oct. 1 Interest expense 3,000
' | Discount on Notes payable 3,000
Notes payable 54,000
Oct-1. T ash 54,000
At the end of 2018

Jaall Gadle Cilusy Bl o (1 0Y) 28l 38 55 e ) sun 3 sall 83 JLa8) 15 alall Algly

Dec. 31

Income summary

6,000

| Interest expenses

6,000
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Exercise 2: 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.
ale IR AUl B lalaally el 4 3N I g¥1 (0 $3S 3] (60 Aalle 4 Lzl Hamilton &S

S alaall 23¢d A sl 5 gl L3l 8 2009

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

%66 558 Loy o 3 60 Lt @33 485 4l 5is $25000 4SS ()5 3 < i3 U 15 4
Oct. 1 Purchased equipment costing $41,000 by signing a 120-day, 7% note
payable.
%7 538 Ly 2 53 120 Lgide a8 48 5 i 51y $41000 A8 Clane il J oV 85 ] b
Dec. 13 Borrowed $46,000 by issuing a 180-day, 8% note to the bank.
%68 Bld dpusis o 52 180 Lgtide @da 485 jlaals §46000 < jB) Js¥) 5l 13

Date Accounts Debit Credit
Mav 5 Inventory 25,000
y | Note payable, short-term 25,000

On mature date to the first note payable ¥ aall 43 ;b Glaaial) fo iy

Note payable, short-term
Interezt)éxpense 25,000
After 60 days | 95000x696x60\360) 250
| Cash 25,250
Second Note Payable:
Date | Accounts Debit Credit
Oct. 1 Equipment 41,000
' | Note payable, short-term 41,000
On 31 December
Dec. 31 Interest expense (41000x7%x90\360) 717.5
' | Interest payable 717.5
On 31 January, mature date to the second note payable
Notes payable 41000
Jan. 31 Interest payable 717.5
' Interest expense(41000x7%x30\360) 239.16
| Cash 41956.5
Third note payable:
Dec. 13 Cash 46,000
| Note payable, short-term 46,000
At 31 Dec we have to record Adjusting entry
Interest expense (46000x8%x18\360) 184
Dec. 31
| Interest payable 184
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On mature date to the third note payable

Date Accounts Debit Credit
Notes payable 46000
Interest payable 184
Interest expense 1656
(46000%8%x162\360)
| Cash 47840

Exercise 3: 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.
IV i 2 A $88000 Ll cilana AS il < 3d1 | 12/3 12 (i Aalle Ai Lpal Main 48
%9 320l dsiy 2 93 120 320l kel g Hll w82 48 ) 5 i 555 Lehad (e %630 2lana La 5l 5l a5 Cilaxall
Requirements: 1. Prepare the journal entries to record the following events.
Use a 360-day year and round all amounts to the nearest dollar.
e The purchase of the equipment on October 2, 2011 (n <82 (& Slanall o) y
e The accrual of interest on December 31, 2011 /12 /31 (o déxinudl 23 gl
e Payment of the note on January 30, 2012 /SGl (538 30 A adall 48 ) 5 ado
2. Determine the balance of any current liabilities associated with the note on
December 31, 2011. 2011 ale dleis adall Gl 5l i yall 4 glxial) ol FiY) apa ) 20a

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 (61600x 9%x90/360) 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 (61600x 9%x30/360) 462
| Cash 63,448
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