Accounting for Notes Receivable– Second Review Problem
	Instructions: Write the journal entries to record each of the following events.

	

	Exercise 1: Culver Run Appliance sold kitchen appliances to a customer for $7,200 on November 1, 2005, accepting a $7,200, 6-month, 9% note.

	    a. Prepare the November 1 entry for the sales transaction.

	Date
	Account Titles
	Debit
	Credit

	Nov. 2
	
	
	

	
	
	
	

	

	    b. Prepare the year-end adjusting entry to accrue interest revenue.

	Date
	Account Titles
	Debit
	Credit

	Dec. 31
	
	
	

	
	
	
	

	

	    c. Prepare the May 1 entry for the collection of the note and interest.

	Date
	Account Titles
	Debit
	Credit

	May 1
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


	Exercise 2: Jims Anchorage Designs sold kitchen appliances to a customer for $8,400 on November 1, 2005, accepting a $8,400, 5-month, 15% note.

	    a. Prepare the November 2 entry for the sales transaction.

	Date
	Account Titles
	Debit
	Credit

	Nov. 2
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	

	    b. Prepare the year-end adjusting entry to accrue interest revenue.

	Date
	Account Titles
	Debit
	Credit

	Dec. 31
	
	
	

	
	
	
	

	

	    c. Prepare the April 1 entry for the collection of the note and interest.

	Date
	Account Titles
	Debit
	Credit

	April 2
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Accounting for Notes Receivable – Second Review Problem

	Instructions: Write the journal entries to record each of the following events.

	

	Exercise 1: Culver Run Appliance sold kitchen appliances to a customer for $7,200 on November 1, 2005, accepting a $7,200, 6-month, 9% note.

	    a. Prepare the November 1 entry for the sales transaction.

	Date
	Account Titles
	Debit
	Credit

	Nov. 2
	  Notes Receivable
	7,200 
	

	
	        Sales
	
	7,200 

	

	    b. Prepare the year-end adjusting entry to accrue interest revenue.

	Date
	Account Titles
	Debit
	Credit

	Dec. 31
	  Interest Receivable 
	   108
	

	
	        Interest Revenue [$7,200 x 9% x 2/12]
	
	   108

	

	    c. Prepare the May 1 entry for the collection of the note and interest.

	Date
	Account Titles
	Debit
	Credit

	May 1
	  Cash
	7,524 
	

	
	        Notes Receivable
	
	7,200 

	
	        Interest Receivable [from Dec. 31]
	
	   108

	
	        Interest Revenue [$7,200 x 9% x 4/12]
	
	   216


	Exercise 2: Jims Anchorage Designs sold kitchen appliances to a customer for $8,400 on November 1, 2005, accepting a $8,400, 5-month, 15% note.

	    a. Prepare the November 2 entry for the sales transaction.

	Date
	Account Titles
	Debit
	Credit

	Nov. 2
	  Notes Receivable
	8,400 
	

	
	        Sales [plug]
	
	7,875 

	
	        Discount on Notes Receivable
	
	   525

	
	[$8,400 x 15% x 5 /12]
	
	

	

	    b. Prepare the year-end adjusting entry to accrue interest revenue.

	Date
	Account Titles
	Debit
	Credit

	Dec. 31
	 Discount on Notes Receivable
	   210
	

	
	        Interest Revenue [$8,400 x 15% x 2/12]
	
	   210

	

	    c. Prepare the April 1 entry for the collection of the note and interest.

	Date
	Account Titles
	Debit
	Credit

	April 2
	  Cash
	8,400 
	

	
	 Discount on Notes Receivable
	   315
	

	
	        Interest Revenue [$8,400 x 15% x 3/12]
	
	   315

	
	        Notes Receivable
	
	8,400 


