
CONCEPT: NOTES PAYABLE 

 

bullet

blank

blank

blank

- Interest is calculated using the following basic formula: 

 
ê074 = ê071ê116ê120 ê111ê116 𝑜𝑓 ê101 ‹27 ê064ê116 ê074 ê105ê116 ‹27 (ê107ê126 ê071ê116ê120) 
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On October 1, Year 1, The Goods Company signed a $100,000, 12%, eight-month note payable maturing on May 1, Year 2. 
 
Journal Entry:  
 
 
 
 

Assets 
 
 

= Liabilities + Equity 
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 - Interest Expense is accrued to the Interest Payable until maturity 

  

On October 1, Year 1, The Goods Company signed a $100,000, 12%, eight-month note payable maturing on June 1, Year 
2. Prepare the adjusting entry to accrue interest on December 31, Year 1. 
 
Journal Entry:  
 
 
 
 
 

Assets 
 
 

= Liabilities + Equity 
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 - Interest Expense is accrued to Interest Payable until the interest payment date 

  

On October 1, Year 1, The Goods Company signed a $100,000, 12%, ten-year note maturing on October 1, Year 11. 
Interest is payable annually on October 1. Prepare the adjusting entry on December 31, Year 1 and the journal entry on 
October 1, Year 2 for the payment of interest. 
 
December 31, Year 1 Journal Entry:  
 
 
 
 
 
October 1, Year 2 Journal Entry: 
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On October 1, Year 1, The Goods Company signed a $100,000, 12%, eight-month note payable maturing on June 1, Year 
2. Prepare the entry to repay the note payable and all accrued interest on June 1, Year 2. 
 
Journal Entry:  
 
 
 
 

blank

  

On October 1, Year 1, The Goods Company signed a $100,000, 12%, ten-year note maturing on October 1, Year 11. 
Interest is payable annually on October 1. Prepare the entry to repay the note payable and all accrued interest on October 
1, Year 11. 
 
October 1, Year 11 Journal Entry: 
 
 
 
 
 
 

 


