Chapter 7: Acct for Receivables (Omit pg 370-373)
H/W: Demo, P7-26A, WSJ Article, ATC 7-4, Canvas & Other
A) Accounts Receivable & Bad Debts (Demo & Article):

· Should we offer credit to our customers?  If so, some eventually won’t pay.  How should we account for this?
· Credit approval considerations & behavioral issues.
· GAAP (& IFRS) requires mgmt to estimate uncollectible accts to provide accurate financial stmts.
· Tax Law requires us to write-off only actual amounts.

Two GAAP Approaches to Uncollectible Accounts:
1) “Percentage of Revenue” Method (I/Stmt focus - pg 368)
2) “Percentage of A/R” Method (OMIT pg 370-373)

· Contra-asset acct: Allowance for Uncollectible Accts.
· New Expense account: Bad Debts Expense.
· What is Net Realizable Value (NRV)? (Pg 362)

· What happens when we actually write-off an account?
B) Accounting for Notes Receivable (pg 374):
- Notes Receivable are typically longer-term receivables & include interest (i.e. P*R*T).
Three Events to account for: 
· Loan money, Accrue interest earned, Collect the cash.
C) Accounting for Credit Card Sales (Pg 378 & Article)
- Pros, Cons and Cost of accepting credit cards?
- What does it cost a business to process Credit Cards?
D) Ratio assessment for Accts Receivables (ATC 7-4):

- New ratio: “A/R Turnover” (pg 380)
- Do we want a fast or slow A/R Turnover?  Why?
- How many (avg) days does it take to collect A/R?

- How does this affect the “Operating Cycle” (pg 381)
