 (
Stocks
Dividends
P
referred shareholders are 
always
 paid first 
A
mount of preferred dividend is listed in the stock title (e.g., $7 cumulative convertible preferred stock) 
A
mount of commo
n dividend is decided by the board of directors
 (amount given in case) 
*If footnote states dividend hasn’t been paid yet, multiply that amount by the amount of years 
Cash Dividends
On date of declaration
DR Retained Earnings
 
CR Preferred dividends payable 
 
CR Common dividends payable 
On date of payment
DR Preferred dividends payable 
DR Common Dividends Payable
  
CR Cash 
Stock Dividends
Determine dollar value by using the: 
market price of the stock on the date of declaration multiplied by the number of shares distributed
The number of shares to be distributed is calculated: 
by multiplying the dividend percentage by the outstanding number of shares on the date of declaration 
E.g., 20480 shares x 2.5% stock dividend x 3.80 market price = 1946
On the date of declaration:
DR Retained Earnings
  
CR Preferred dividends payable 
  
CR Stock dividend to be distributable 
On the date of payment:
DR preferred dividends payable 
  
CR Cash 
DR Stock dividend to be distributable
  
CR Common Stock 
NOTE:
 R
emember to update the common stock ledger 
and if C.S is outstanding CR Cash as well – if it’s a new share with a new market rate CR. C.S 
Stock Split
 
N
o entry on T-Accounts
Write a memo indicating number of shares outstanding
E.g., with 5,000 CS outstanding 2:1 stock split was declared 
 now there is 10,000 shares 
Retirement of Stock or Repurchase
 
1. Compare BV with Cash Paid 
Cash Paid = disbursement 
BV = (T/B Stock) x the percent of repurchase 
2. Determine LOSS or GAIN
BV > Cash – GAIN
 
BV < Cash – LOSS
 
Loss:
DR CS [Book Value] 
DR Contributed Capital – Liability [Loss] 
If there is a credit balance existing, debit this ONLY to zero then d
ebit rest to Retained Earnings]
CR Cash [Amount Paid]
Gain:
DR CS 
[B
ook 
V
alue]
CR 
Contributed Capital
 [GAIN]
CR Cash 
[Amount Paid] 
Conversion of Preferred Stock to Common Stock
Use book value of PS as the value of 
new CS
Ignore Market Price 
Update share ledger 
Dr. Preferred CR. Common 
E.g., Book Value of Preferred Share = 400,000
Converting 0.60 = 240,000 
 value of new C.S. 
Dr. PS 240,000 Cr. CS 240,000
- The number of shares is found by 4000 P.S x 0.60 % =2400 x 7 because the ratio is 7:1 
 update ledger 16,800straightl 
) (
Bonds
Issuance of Bonds
Record the Carrying Value – (BV of the bonds in a Bonds Payable Account) 
DR Cash OR Proceeds Receivable 
CR Bond Payable 
If market price is not given (e.g., issued at 97) but a market rate is – use Present Value 
E.g., bonds were issued last fiscal year but payments are this fiscal year and they are DR Bond Interest X and Cr Cash on cash disbursement – PREMIUM
Adjust
 by
 DR Bond Interest Payable [amortization]
DR Bond Payable [difference between cash and (bond interest expense and bond interest payable)] 
CR Bond Interest Expense 
Calculating Bond Interest and Amortizing Bonds
 
(A) Total Interest Expense 
BV x Market Interest Rate (date of issuance) x n/12
(B) Interest Payment (accrued) – 
usually cash
 
FV x coupon rate x n/12 
(C) Bond Amortization 
Total interest exp – interest payment – 
usually BIP
 
1. If interest is paid
DR (Premium) CR B/P (discount)
DR Bond I X, CR Cash
2. If interest is accrued 
DR or CR B/P, DR Bond I X, CR BIP
Early Retirement of Bonds
 
STEPS
Adjusting entry 
Accrue interest and Amortize (ONLY for the % removed) – use the same market value at time of issuance 
Adjusting entry
 
DR BIX [
total interest expense] 
CR B/P 
(if DR to bond payable) 
Calculate cash paid to retire
*If not given, must use PV tables to determine market price of the bond payable 
OR 
disbursement – interest payment NOT 
amortization
Calculate CV: 
[(T/B Bond Payable before recall x % re-called) + amortization (discount) – amortization (premium)] 
Compare Cash Paid to CV 
 Record
LOSS
 = Cash Paid > CV 
GAIN
= CASH < CV
DR Bond Payable
DR Loss on Retirement (If Loss)
CR Gain on Retirement (If Gain) 
CR Cash
TRADING INVESTMENTS
 
BONDS (Cash Disbursements)
 
Purchase
Calculate accrued interest for # of months since last payment
 (FV x Coupon rate x n/12) for interest receivable
DR T/I – Bonds
DR Interest Receivable – [Above interest amount]
CR Cash [Price (plus fees) + accrued interest]  
Interest Received
DR Cash [Bond Interest Receivable if falls after year end]
CR Bond Interest Revenue [Receivable for 
any accrued Interest]
End of Year Adjust to Market Value 
Will either give % of FV or current market interest rates 
(n= # of remaining interest payment dates, 
i
= interest  market rate / 2)
Gain:
 BV < Market Value
Loss:
 BV > market value 
Gain
Dr. T/I Bonds
Cr. Unrealized Gain [revenue account]
Loss
Dr. Unrealized loss [expense account]
Cr. T/I Bonds 
Sale of T/I Bonds
1. Calculate accrued inte
rest to date of sale
Dr. Cash  
Cr. Bond interest Revenue
2. Calculate cash received (less brokerage fees)
3. Calculate BV of T/I – Bonds
4. Calculate gain/los
s on sale  (Cash received – BV)
Dr. Cash
 CR T/I – Bonds CR Gain on Investment [Revenue] DR Loss on Investment [Expense] 
) (
Trading Investments – Stocks (Cash 
Receipts)
 
Purchase (includes brokerage/related fees) 
Dr. T/I Stocks
Cr. Cash
Dividend Revenue (ONLY when its Received) 
Dr. Cash 
Cr. Dividend Revenue
End f year adjust to market value
Gain
Dr. T/I – Stock
Cr. Unrealized gain [Revenue account] 
Loss
Dr. Unrealized Loss [Expense account]
Cr. T/I – Stock 
Sale of T/I – Stocks
1. Calculate cash received (less brokerage fee)
2. Calculate BV of investment
3. Calculate gain/ loss on sale (cash received – BV) 
4. Record:
 
BV > CASH = LOSS
 
DR. Cash (Proceeds Receivable if still in brokerage)
Cr. T/I – Stocks
Dr. Loss on investment/ Cr. Gain on Investment 
YEAR END VALUATION
Step 1:
 
 Accrue FYE Interest First 
Calculate market value
Stocks
 – 
use selling price per stock
Bonds 
– 
two possibilities
FV by the market rate
 – 
e.g., a 1,000 bond at 103 would have a market value of 1000 x 103% = 1030
Use PV for face value and interest payments remaining and add them together - 
N = number of remaining payments
I = market interest rate adjusted for semi annually 
Step 2
:
Determine the BV by referring to the relevant balance in the trading investment account (T/B) 
Step 3: 
Calculate and record unrealized gain or losses
BV < MV 
GAIN BV
 > MV 
LOSS 
Gain
DR. Trading Investment 
CR. Unrealizable Gain [Revenue] Loss 
[Expense]
NOTE
: Once you account for P.S Dividend for fiscal year – do not need to do it again 
E.g., Common dividend $1.00 share 
P.S 4000 x 2.50 = 10,000 
(If 
its
 by a percentage multiply the number of shares by the price shares were trading on that date) 
T/I – Bonds
When a dividend is declared, the owners only record the dividend as investment revenue when the cash is 
received
 DR CASH CR Investment Revenue
Closing Entry Steps
Close Revenues to Income Summary 
DR Revenue CR Income Summary
Close Expenses to Income Summary
DR Income Summary CR Expenses 
Income Tax Summary (Subtotal Income Summary)
DR Income Tax Exp CR Income Tax Payable
Multiply the T/B by Tax Rate 
Close Income tax expense to Income Summary
DR Inc
ome Tax Expense CR Income Tax Payable
Close Income summary to Retained earnings
DR Income Summary CR Retained Earnings
*Net Loss – skip steps C3 and C4 
 
)
 (
LEASES 
Operating Leases
Dr. Lease Expense
Cr. Cash/ AP/ Prepaid lease
Finance Leases
 (meet at least one of the conditions)
R
easonably certain the asset will be transferred or purchased by us
L
ease duration extends for the majority of the assets economic life; we will use most of the economic benefit
In
ception of the lease, PV of the lease payments equal substantially all of the value of the asset
Le
ased asset is so specialized that only the lessee can use it without modification
Lease Purchased
 – 
Record at FV (use PV tables)
(Present Value tables)
Table 1
: used to calculate the pres
ent value of a lump sum payment
Table 2:
 used to calculate the present value of equal reoccurring payments (an annuity)
N
 = # of periods remaining in the lease 
(n-1 1
st
 payment is already at its PV)
I 
= interest rate (borrowing rate, the 
discount rate, or the cost of capital)
Calculating Fair Value of Lease
Step 1. Take the value of one lease payment.
Step 2. Calculate the number of payment dates.
Step 3. Use the implicit rate as 
i
 and number of dates minus 1 as n in the present value of annuities table to find the PV factor.
Step 4. Multiply the PV factor by the value of one payment.
Step 5. Add the value of one payment to the amount found in step 4 (PV of future payments).
Dr Asset under lease
Cr Lease obligation
Financing Leases at FYE
Two entries must be made when accounting for finance leases:
1) 
Accrue Interest
Calculating Interest Expense
(
Net Lease Obligation
)
 x  
i
  x  n/12
Dr Interest expense
Cr Interest payable
2) 
Depreciate Asset
Dr Depreciation expense
Cr A/D: Asset under lease
EXAMPLE
Terms of Lease: 7 years
Interest Rate: 10%
Annual Lease Payment: $2000
Lessee’s fiscal year-end: Dec 31 
(A) The Lessee enters into a lease agreement on Jan 2/11
Assets [2000 x Present Value] 
10,711
Lease Obligation    
10,711
(B) First Lease Payment on Jan 2/ 11
Lease Obligation 2000
Cash 2000 
(C) Interest Accrued at FYE 
Interest Expense [(10,711-2000) x 10%] 871
Interest Payable 871 
(D) The lease is amortized 
Depreciation (10,711/7) 1530
A/D Lease   1530
(E) Lease Payment on Jan 2, 2012:
 (Next Fiscal) 
Lease obligation (2000 – 871) 1129
Interest Payable 871 
Cash 2000
(F) Interest is accrued at FYE December 2012
Interest Expense [(10,711-2000-1129) x10%)] 758
Interest Payable 758 
(G) Lease is amortized
 – same as 
D
 
(H) Lease on Jan 2/13
Lease Obligation (2000-758) 1242
Interest Payable 758
Cash 2000 
IF PURCHASED LAST FISCAL 
Dr Lease interest payable
 
Dr Lease interest expense
 
Dr Lease obligation
 
Cr Cash
FOB Destination 
 don’t include 
in transit
FOB Shipping Point 
 include 
in transit
 
Closing Entries:
C1. Close Revenues (& contra-revenues) to Income Summary
DR. Rev CR. IS
C2. Close Expenses to Income Summary
DR. IS CR Expense 
C3. Income Tax = T/B of IS x Tax Rate
Dr. Income Tax Exp CR. Tax/P 
C4. Close Tax Exp to Income Summary
Dr. IS CR. Income Tax Expense
C5. Close to Retained Earnings 
DR. IS CR. Retained Earnings 
)[image: ] (
Miscellaneous Costs
 
E.g., 
September 2009
DR A/P CR Expenses 
September 2010
DR Expenses CR A/P 
Salaries 
Take wages out of wages payable first (balance sheet)
DR Wages Payable CR Expense OR WIP
Add this fiscal year amount into Wages Payable
DR Expense OR WIP CR Wages Payable
 If we have it all in wage/salary X 
Dr WIP DL (direct production) Dr WIP FOH (supervise) and Dr Expense (other)
BEFORE MANUFACTURING INVENTORIES
 
MAKE SURE YOU ADDED EVERYTHING TO WIP
 E.g., 
Correct amount of Utilities from Utilities X,
 
production supplies (if used all then all into WIP
 If we didn't pay for inventory that we received last year & it was put into an AP account
Dr AP, Cr INV for the entire purchase!
MANUFACTURING INVENTORIES
FIFO
 
Order  Quantity  Unit Price  Total Price
Ending Balance in Raw Materials = Total Value Price 
If we use up all production supplies
DR WIP FOH CR Production Supplies
E/B in WIP= pFOH + pDL + pRM
 
pFOH
 =
 
(
Partial proxy / total proxy
)
 x total FOH 
Total Proxy: total DL from WIP or given
Plug for WIP is Debited to Finished Goods
Average Cost
 
E.g., Sold 12,000 doors, 1356 on hand at the end of the year 
 add the two together to find UAFS 
E/B = COGAFS (T/B in FG) / UAFS x E/B UNITS 
If there is remaining production supplies:
E.g., E/B 135 (physical inventory count on hand) 
1230 O/B find the difference between opening balance and ending balance 
DR WIP FOH CR Production Supplies 
Bank Loan 
Bookkeeper put interest with it so 
 Dr Bank Int X, Cr CP Bank Loan
E.g., $180,000 was to be paid in equal installments – given the C.P Bank Loan amount (36,000) and this month Bank Loan disbursement (39,053)
 39,053-36,000 = 
3053 
 Use this #
Reinstate
: 
Dr Bank Loan, Cr CP Bank Loan (may be a new principal amount)
E.g., DR 36,000 CR 36,000 
OR
E.g., Brodie taken out a 340,000 Bank Loan, Cash disbursement says: DR Bank Loan LT CR CASH 57809
Look at C.P amount and subtract that from the cash disbursement total = 15,809
Adjusting
 DR Interest X CR BL-Long Term 
MORE ON FINANCE LEASES
Lease Expiration
Depreciate and accrue interest 
Dr Depreciation expense Cr (leased) A/D 
) (
Sales and Collections
Cash sales generated:
 Dr Cash, Cr Sales Revenue
Credit sales generated:
 Dr A/R, Cr Sales Revenue
Credit Terms
 received by these sales:
Dr Sales Discounts, Cr A/R
Cash Terms
 received by these sales:
Dr Sales Discounts, Cr Cash 
Manufacturing Process
 – should tell you what your proxy is 
 
e.g., Direct Labor was spread evenly over the production process
 
Fixed Assets
Straight-line:
 (HC-SV)/UL x n/12
Units of Production:
 A = (HC-SV)/(total units) x (units used
E.g., all Quench’s fixed assets listed on fiscal 2009 balance sheet had been purchased on the first day of operations 
 look at balance sheet and divide A/D fixed assets by 3 because they are currently in their forth fiscal year and 3 years of depreciate have been accumulated 
RENT
 
1. Look at balance sheet for prepaid rent 
Dr Rent Expense Cr Prepaid Rent
2. Look at Cash disbursement – 
add the prepaid rent amount above to the rent cash disbursement
 OR T/B Rent expense and multiply by WIP Production percentage 
DR WIP (FOH) CR Rent Expense 
INSURANCE
 
1. Look at balance sheet for prepaid insurance
DR Insurance Exp CR Prepaid Insurance
2. If old insurance expires during current fiscal year and a new one is purchased:
Find the amount of month’s next fiscal year that needs to be paid and divide it by the total months of the lease then multiple by the insurance amount on cash disbursement
E.g., 2520 (cash disbursement) x 15/24 = 1575
Dr Prepaid Insurance Cr Insurance X
3. Allocate WIP amount from Insurance Expense
T/B Insurance expense then multiply by WIP percent
LAND AND/OR BUILDING
Record Cash received as value for stocks OR use the value of the asset(s) received for stock
Example One:
 $1,000,000 worth of land was traded for 20,000 shares of common stock
DR Land 1,000,000 CR CS 1,000,000
Example Two:
  Land and building had an assessed value of $330,000 – purchased both the land and building for $300,000 Cash and 8,000 shares of common stock 
Purchased was completed on February 4
th
, 2010 and CS was trading for $3.25 
70% purchase value price was related to building and 30% to land 
CASH disbursement stated that there was a DR to Land 300,000 & CR Cash 300,000
Dr Land 30,000 CR CS 30,000
 (330,000 – 300,000) = 30,000
Dr Building CR Land 
(300,000+30,000) x 70% = 231,000
NEXT 
Depreciate building 
231,000 / 25 years x 8/12 = 6160 
Allocate percentage to WIP by multiplying the 
WIP % by the depreciate building amount
 
If not given 
Income Tax % 
look at last 
Income
Statement:
Less: Income Tax
Net Income Tax before Taxes
 
Anything from last fiscal 
(Accrued Interest) 
should be DR 
from revenue in the current fiscal
and CR to the interest receivable 
E.g., 
Cash Disbursements: 4000 DR Cash
CR Bond Interest Revenue
Interest for this fiscal year since the last 
payment date = 1000 
Interest from last fiscal year = 3000
Adjust
 DR Bond Interest revenue 3000
CR Interest Receivable 3000 
)
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