Example #1:
Adjusting Journal Entries

Case A:       Prepaid Insurance


On May 1, 1999, M.T. Glass, Inc. purchased a 2-year insurance policy for $24,000.


Case B:       Prepaid Rent


On July 31, 1999, XYZ Company paid $12,000 representing one-year’s rent on a warehouse.


Case C:       Supplies

January 1, 1999 supplies   =   $10,000


Purchased $25,000 of supplies during 1999

December 31, 1999 supplies  =  $9,500


Case D:       Unearned Revenue

On November 1, 1999, XYZ Company received a $20,000 advance payment from a customer for delivery


services to be performed.  By December 31, 1999, XYZ Company had performed 80% of these services.


Case E:       Accrued Expenses

XYZ Company pays its employees every two weeks.  On January 10, 2000 the employees will be paid 


$18,000.  $6,500 of this amount represents payment for work performed between December 29-31, 1999.


Case F:       Accrued Revenues

On December 1, 1999, XYZ Company entered into a contract to rent equipment to a customer for $800 per


month.  XYZ will receive a payment on January 5, 2000.


Case G:     Depreciation

On January 1, 1999, XYZ Company purchased equipment for $38,000.  The equipment has a 5-year life


and a $2,000 residual value.


Case H:       Interest Expense

On May 1, 1999, XYZ Company borrowed $50,000 on a 12%, 9-month, note payable.


Case I:        Interest Revenue

On September 30, 1999, XYZ Company loaned $40,000 to a customer on a 10%, 6-month note receivable.


REQUIRED:

(1)
Prepare the necessary adjusting journal entries for Cases A-I




(2)
Determine the effect each of the above adjusting entries has on revenues, 






expenses, net income, assets, liabilities, and equity
Example #2:
Closing Entries


The following accounts were taken from the adjusted trial balance of ABC Company at December 31, 2002:



Account




Debit

Credit


Cash   ………………………………..

 $ 20



Accounts Receivable   ………………

    30



Land   ……………………………….

    50



Building   ……………………………

    70



Accounts Payable   …………………..



  $ 60



Notes Payable   ………………………



     50



Common Stock   ……………………..



     30



Retained Earnings   ………………….



     40



Dividends   …………………………..

    20



Service Revenue   ……………………



     90



Rental Revenue   …………………….



     10



Salaries Expense   ……………………

    30



Advertising Expense   ………………..

    20



Insurance Expense   ………………….

    40    



       




Totals   ………………………
            $ 280

$ 280


REQUIRED:

Prepare the 3 closing entries for ABC Company
