Accounting: “Receivables” Assignments

Name:_____________________
Questions:
1) Explain why writing off a bad debt against the Allowance account does not reduce the estimated realizable value of a company’s accounts receivable.

2) What is the difference between an account receivable and a note receivable? Why might a business prefer a note receivable to an account receivable?
3) 
Indicate the maturity date of each of the following notes:



Date of Note


Terms



Maturity Date

a.
March 13


one year after date of note
___________

b.
May 4



3 months after date

___________


c.
June 20


30 days after date

___________


d.
July 1



60 days after date

___________

4) Compute the missing amounts for each of the following notes:
Principal

Annual Interest Rate
  
Time

Total Interest
a.
____________

9%


120 days
$450
b.
$30,000


10%


3 years

_____________

c.
$60,000

__________________
5 months
$3,000

d.
$50,000


11%


__________
$1,375

5) What is Net Realizable Value with respect to Accounts Receivable?
Problems:
1. Einhause Company elects to use the percentage of sales basis in 2008 to record bad debts expense and concludes that 2% of net credit sales will become uncollectible. Sales are $800,000 for 2008, sales returns and allowances are $50,000, and the allowance for doubtful accounts has a credit balance of $12,000. Prepare the adjusting entry to record bad debts expense in 2008.
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2. At year-end, Cayman Company estimates its bad debts as 0.5% of its $975,000 of annual credit sales. On December 31, Cayman adjusts its Allowance for Doubtful Accounts for that amount. On the following February 1, Cayman decides the $580 account of P. Snoop is uncollectible and writes it off as a bad debt. On June 5, Snoop unexpectedly pays the amount previously written off. Prepare the journal entries of Cayman to record these events.
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3. At year-end, Bayoo Supply Company uses the percent of accounts receivable method to estimate bad debts. On December 31, 2008, it has outstanding accounts receivable of $55,000, and it estimates that 2% will be uncollectible. Give the entry to record bad debts expense for year 2008 under the assumption that the Allowance for Doubtful Accounts has 1) a $415 credit balance before the adjustment and 2) a $219 debit balance before the adjustment.
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4. Prepare journal entries for the following transactions of Chandra Company:
2007
Dec.
13
Accepted a $9,600, 60-day, 8% note dated this day in granting Tom Alcox a time 

extension on his past-due account receivable.

31 Made an adjusting entry to record the accrued interest on the Alcox note.

31 Closed the Interest Revenue account to Income Summary.

       2008
Feb.
14
Received Alcox’s payment for principal and interest on the note dated Dec. 13.



Mar.
2
Accepted a $5,000, 10%, 90-day note dated this day in granting a time extension 
on the past-due account receivable of BAX Company.
17 Accepted a $1,800, 30 day, 9% note dated this day in granting Bill Connors a time extension on his past-due account receivable.

Apr.
16
Connors dishonors his note when presented for payment.

May
1
Wrote off the Connors account against Allowance for Doubtful Accounts.

June 
10
Received the BAX payment for principal and interest on the note dated March 2.
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5. Prepare journal entries to record the following transactions of Warren Company.
Mar.
21
Accepts a $2,500, 180, 8% note dated today from Tina Adams in granting a time 

extension on her past-due account receivable.

Sept.
17
Adams dishonors her note when it is presented for payment.

Dec.
31
After exhausting all legal means of collection, Warren Company writes off Adam’s 

account against the Allowance for Doubtful Accounts.
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6. As of December 31, 2008, the accounts receivable balance of Chung Company is $269,000. The allowance for doubtful accounts has a $3,910 credit balance. Using the aging schedule below, journalize the adjusting entry for doubtful accounts.

Age of Accounts




Total Balance

1-30 days
31-60 days
61-90 days
over 90 days



$269,000

$107,000
$78,000
$69,000
$15,000
Est. %

Uncollectible




0.3%

1.2%

6.0%

50%

GENERAL JOURNAL




Page______

	Date
	Description
	Ref. No.
	P. R.
	Debit
	Credit

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


