In the books of Orlow Co.

Journal entries

Date 

 Particulars



Debit


Credit

July 1, 2006 
Prepaid insurance A/c


12000



Cash







12000



Amount paid for insurance.

Dec 31,2006   Insurance



2000



Prepaid insurance A/c





2000



Adjustment entry for prepaid

 insurance recorded 

Note :-

Calculation of prepaid insurance =(Amount paid/ No. of years) *  Period when asset is 

  used





   = 12000/3*0.5





    =2000

