Accounting For Bad Debts - Review Problem

Wildwood, Incorporated, had net sales for the month of December, 2004 were $37,000.  At December 31, before month-end adjusting entries, the balances in selected accounts were: Accounts Receivable, $20,100 debit, and Allowance for Doubtful Accounts, $12,800 credit.

	Instructions:

	a)
Record the bad debt expense for December under the assumption that 1% of its net sales will prove to be uncollectible.

	Date
	Account Titles
	Debit
	Credit

	Dec. 31
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	b)
Record the bad debt expense for December assuming instead that an aging schedule that estimates total uncollectible accounts at $14,200.

	Date
	Account Titles
	Debit
	Credit

	Dec. 31
	
	
	

	
	
	
	

	
	
	
	

	

	c)
An account receivable belonging to Macon Company for $4,070 was written off after notification of Macon's insolvency.  Write off this account receivable.

	Date
	Account Titles
	Debit
	Credit

	Dec. 31
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	d)
A bankruptcy court sent final settlement of $611 for the account receivable belonging to Macon. Record the collection of this settlement.

	

	Date
	Account Titles
	Debit
	Credit

	Dec. 31
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Accounting For Bad Debts - Review Problem

Wildwood, Incorporated, had net sales for the month of December, 2004 were $37,000.  At December 31, before month-end adjusting entries, the balances in selected accounts were: Accounts Receivable, $20,100 debit, and Allowance for Doubtful Accounts, $12,800 credit.

	Instructions:

	a)
Record the bad debt expense for December under the assumption that 1% of its net sales will prove to be uncollectible.

	Date
	Account Titles
	Debit
	Credit

	Dec. 31
	  Bad Debt Expense [$37,000 x 1%]
	370 
	

	
	           Allowance for Doubt. Accounts
	
	370 

	
	
	
	

	
	
	
	

	b)
Record the bad debt expense for December assuming instead that an aging schedule that estimates total uncollectible accounts at $14,200.

	Date
	Account Titles
	Debit
	Credit

	Dec. 31
	  Allowance for Bad Debts
	1,400 
	

	
	        Bad Debt Expense [$12,800 - $14,200]
	
	1,400 

	
	
	
	

	

	c)
An account receivable belonging to Macon Company for $4,070 was written off after notification of Macon's insolvency.  Write off this account receivable.

	Date
	Account Titles
	Debit
	Credit

	Dec. 31
	  Allowance for Bad Debts
	4,070 
	

	
	        Accounts Receivable
	
	4,070 

	
	
	
	

	
	
	
	

	
	
	
	

	d)
A bankruptcy court sent final settlement of $611 for the account receivable belonging to Macon. Record the collection of this settlement.

	

	Date
	Account Titles
	Debit
	Credit

	Dec. 31
	  Accounts Receivable
	611 
	

	
	        Allowance for Bad Debts
	
	611 

	
	
	
	

	
	  Cash
	611 
	

	
	        Accounts Receivable
	
	611 

	
	
	
	


