CHAPTER 7 – Receivables problems

Prob. 7–1A

2.

2006

Mar.
15
Cash

11,100




Accounts Receivable—Bimba Co. 


11,100


15
Allowance for Doubtful Accounts

7,400




Accounts Receivable—Bimba Co. 


7,400

Apr.
16
Accounts Receivable—Tom Miner

5,782




Allowance for Doubtful Accounts


5,782


16
Cash

5,782




Accounts Receivable—Tom Miner


5,782

July
20
Allowance for Doubtful Accounts

5,500




Accounts Receivable—Martz Co. 


5,500

Oct.
31
Accounts Receivable—Two Bit Saloon Co. 

6,100




Allowance for Doubtful Accounts


6,100


31
Cash

6,100




Accounts Receivable—Two Bit Saloon Co.


6,100

Dec.
31
Allowance for Doubtful Accounts

9,250




Accounts Receivable—Asche Co. 


950





Dorsch Co. 


4,600





Krebs Distributors


2,500





J. J. Levi


1,200


31
Uncollectible Accounts Expense

11,918




Allowance for Doubtful Accounts


11,918


31
Income Summary

11,918




Uncollectible Accounts Expense


11,918

Prob. 7–1A
Concluded

1. and 2.

Allowance for Doubtful Accounts
115




Balance


Date
Item

Dr.
Cr.
Dr.
Cr.

2006

Jan.
1
Balance









12,050

Mar.
15




7,400





4,650

Apr.
16






5,782



10,432

July
20




5,500





4,932

Oct.
31






6,100



11,032

Dec.
31




9,250





1,782


31






11,918



13,700

Income Summary
313

2006

Dec.
31




11,918



11,918



Uncollectible Accounts Expense
718

2006

Dec.
31




11,918



11,918




31






11,918

—


—

3.
$522,050 ($535,750 – $13,700)

4.
a.
$15,500 ($3,100,000 × 0.005)


b.
$17,282 ($15,500 + $1,782)


c.
$518,468 ($535,750 – $17,282)

Prob. 7–2A

1.


Customer


Due Date


Number of Days Past Due

Able Sports & Flies
June 15, 2006
199 days (15 + 31 + 31 + 30 + 31 + 30 + 31)

Red Tag Sporting Goods
July 28, 2006
156 days (3 + 31 + 30 + 31 + 30 + 31)

Highlite Flies
Sept. 11, 2006
111 days (19 + 31 + 30 + 31)

Midge Co.
Sept. 30, 2006
92 days (31 + 30 + 31)

Snake River Outfitters
Oct. 7, 2006
85 days (24 + 30 + 31)

Pheasant Tail Sports
Oct. 27, 2006
65 days (4 + 30 + 31)

Big Sky Sports
Oct. 30, 2006
62 days (1 + 30 + 31)

Ross Sports
Nov. 18, 2006
43 days (12 + 31)

Sawyer’s Pheasant Tail
Nov. 26, 2006
35 days (4 + 31)

Tent Caddis Outfitters
Nov. 29, 2006
32 days

Wulff Company
Dec. 10, 2006
21 days

Zug Bug Sports
Jan. 6, 2007
Not past due

Prob. 7–2A
Concluded

2. and 3.

Aging of Accounts Receivable

December 31, 2006



Days Past Due




Not Past




Over


Customer
Balance
Due
1–30
31–60
61–90
91–120
120

Alpha Fishery
5,000
5,000

Brown Trout Sports
6,400


6,400

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

Zinger Sports

2,900

2,900




Subtotals
580,000
248,600
147,250
98,750
33,300
29,950
22,150

Able Sports & Flies
3,500





3,500

Red Tag Sporting Goods
4,000





4,000

Highlite Flies
2,500




2,500

Midge Co.
3,100




3,100

Snake River Outfitters
4,500



4,500

Pheasant Tail Sports
1,600



1,600

Big Sky Sports
2,000



2,000

Ross Sports
500


500

Sawyer’s Pheasant Tail
2,800


2,800

Tent Caddis Outfitters
3,500


3,500

Wulff Company
1,000

1,000

Zug Bug Sports

6,200
6,200





Totals

615,200

254,800
148,250
105,550
41,400
35,550
29,650

Percentage Uncollectible


1%
4%
8%
25%
40%
80%

Estimate of Doubtful


Accounts

65,212
2,548
5,930
8,444
10,350
14,220
23,720


4.
Uncollectible Accounts Expense

68,012*



Allowance for Doubtful Accounts


68,012


*$65,212 + $2,800

Prob. 7–3A

1.



Uncollectible Accounts Expense





Increase
Balance of



Expense
Expense
(Decrease)
Allowance



Actually
Based on
in Amount
Account,


Year
Reported
Estimate
of Expense
End of Year


1st
$3,500
$
6,375
$2,875
$
2,875


2nd
3,250
7,200
3,950
6,825


3rd
6,300
9,000
2,700
9,525


4th
8,400
13,500
5,100
14,625

2.
Yes. The actual write-offs of accounts originating in the first two years are reasonably close to the expense that would have been charged to those years on the basis of 3/4% of sales. The total write-off of receivables originating in the first year amounted to $6,200 ($3,500 + $1,900 + $800), as compared with uncollectible accounts expense, based on the percentage of sales, of $6,375. For the second year, the comparable amounts were $7,650 ($1,350 + $4,500 + $1,800) and $7,200.

Prob. 7–4A

1.



(a)
(b)


Note
Due Date
Interest Due at Maturity


(1)
May 6
$240


(2)
July 18
126


(3)
Dec. 28
204


(4)
Dec. 30
405


(5)
Jan. 18
120


(6)
Jan. 22
120

2.

Dec.
28
Accounts Receivable

10,404




Notes Receivable


10,200




Interest Revenue


204

3.

Dec.
31
Interest Receivable

116




Interest Revenue


116





$12,000 × 0.06 × 42/360 = 
$
84





$16,000 × 0.09 ×   8/360 =

32





Total
$116

4.

Jan.
18
Cash

12,120




Notes Receivable


12,000




Interest Receivable


84




Interest Revenue


36


22
Cash

16,120




Notes Receivable


16,000




Interest Receivable


32




Interest Revenue


88

Prob. 7–5A

June
4
Notes Receivable

18,800




Accounts Receivable


18,800

July
15
Notes Receivable

27,000




Accounts Receivable


27,000

Aug.
3
Cash

19,082




Notes Receivable


18,800




Interest Revenue


282

Sept.
1
Notes Receivable

24,000




Accounts Receivable


24,000

Oct.
31
Cash

24,360




Notes Receivable


24,000




Interest Revenue


360

Nov.
5
Notes Receivable

9,600




Accounts Receivable


9,600


12
Cash

27,900




Notes Receivable


27,000




Interest Revenue


900


30
Notes Receivable

15,000




Accounts Receivable


15,000

Dec.
5
Cash

9,656




Notes Receivable


9,600




Interest Revenue


56


30
Cash

15,125




Notes Receivable


15,000




Interest Revenue


125

Prob. 7–6A

Jan.
10
Notes Receivable

12,000




Cash


12,000

Feb.
4
Accounts Receivable—Emerson and Son

24,000




Sales


24,000


4
Cost of Merchandise Sold

14,400




Merchandise Inventory


14,400


12
Accounts Receivable—Gwyn Co.

25,000




Sales


25,000


12
Cost of Merchandise Sold

15,000




Merchandise Inventory


15,000

Mar.
6
Notes Receivable

24,000




Accounts Receivable—Emerson and Son


24,000


14
Notes Receivable

25,000




Accounts Receivable—Gwyn Co.


25,000

Apr.
10
Notes Receivable

12,000



Cash

240




Notes Receivable


12,000




Interest Revenue


240

May
5
Cash

24,240




Notes Receivable


24,000




Interest Revenue


240


13
Accounts Receivable—Gwyn Co.

25,500




Notes Receivable


25,000




Interest Revenue


500

June
12
Cash

25,755




Accounts Receivable—Gwyn Co.


25,500




Interest Revenue


255





($25,500 × 0.12 × 30/360 = $255)

July
9
Cash

12,270




Notes Receivable


12,000




Interest Revenue


270

Prob. 7–6A
Continued

Aug.
24
Accounts Receivable—Haggerty Co.

10,200




Sales


10,200


24
Cost of Merchandise Sold

6,000




Merchandise Inventory


6,000

Sept.
3
Cash

10,098



Sales Discounts

102




Accounts Receivable—Haggerty Co.


10,200




PAGE  
9

