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Accounting II

Notes Receivable and Notes Payable Test
Problem 1:  Using the forms provided, journalize the following entries for (1) the buyer and (2) the seller.  Record all entries for the buyer first.

20X9

June 
11
Lee Company sold $7,000 of merchandise on account to Rover

Company.

July
11
Lee Company received a 90-day, $5,000, 8% note for a time extension

 of a past due account of Rover Company.
Oct.
 9
Collected Rover Company note on maturity date.
Oct.
 9
Assume Rover Company defaulted on its July 11 note and record a

dishonored note.

Oct.
15
Rover Company paid the note receivable that was dishonored on 



October 9 (no additional interest was charged)

Problem 2:  On May 14 20X4, Apples Company received a $30,000, 90-day, 9% note from Fletcher Company dated May 1.  on June 20, 20X4, Apples discounted the note at Run bank at a discount rate of 10%.

1. Calculate the following:

a. Maturity value of the note

b. Number of days the bank will hold the note until the maturity date.

c. Bank discount

d. Proceeds

2. Journalize the entry to record the proceeds (use the journal ages provided.)
Problem 3:  Journalize the following transactions for Rochester Company

20XX

Apr.
18
Received $15,000, 80-day, 11% note from Mark Castle in payment of 


account past due.

May 
9
Wrote off the Hal Balmer account as uncollectible for $600 



(Rochester uses the Allowance method to record bad debts)

July 
7
Mark Castle paid Rochester the note in full.

Nov.
11
Gave Reech Company a $9,000, 30-day, 12% note as a time extension

of account now past due.

Nov.
15
Hal Balmer paid Rochester the amount previously written off on 

May 9

Dec. 
3
Discounted its own $5,000, 90-day note at Tree Bank at 10%
Dec.
5
Received a $10,000, 60-day, 12% note dated December 5 from Beverly

Fields in payment for account past due.

Dec. 
11
Paid principal and interest due on note issued to Reech Company

from November 11 note.

Dec.
16
Received a $20,000, 60-day, 11% note from Larry Company in 



payment of account past due.

Dec.
28
Discounted the Beverly Fields not on Realty Bank at 13%

Dec.
31
Record adjusting entries as appropriate.
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Problem 1 - Seller
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Problem 3 continued
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*** IMPORTANT*** Please note that this test covers information in several chapters. Chapter 3 covers bad debt, Chapter 4 covers notes receivable, and Chapter 7 covers notes payable.


