Financial Accounting Name

Chapter 8 Review Questions

1.

10.

11.

What are the three different classifications of receivables?

Related to creating receivables, which type of transaction is the most common?

Which account is debited when merchandise is sold on account?

How long does it take usually to collect an account receivable?

How are account receivables classified on the balance sheet?

What are the main differences between an account receivable and a note receivable?

List three different types of “other” receivables:

Where on the balance sheet would one report other receivables that are expected to be
collected beyond one year?

How would you explain the basic concept of an uncollectible receivable to someone who
knows nothing about accounting?

Show three different account names for the operating expense recorded from
uncollectible receivables?

List three situations that would indicate that an account may be uncollectible:



12.

13.

14.

15.

16.

17.

18.

19.

What are the two methods of accounting for uncollectible receivables, when does each
method record the related bad debt expense, and which types of companies use each of
the different methods?

Create illustrative journal entries for recording bad debt, writing off a specific account,
reinstating an account and applying cash received on account under each of the two
methods discussed in the previous question:

Which of the two methods of accounting for uncollectible receivables matches bad debt
expense with the related revenues in the same period?

How is Allowance for Doubtful Accounts classified on the balance sheet?

How does the recording of bad debt expense affect the balance sheet and income
statement?

Explain the concept of Net Realizable Value:

Name three criteria on which the estimation of uncollectible accounts is based?

List and describe the two methods used to estimate uncollectible accounts?



20. Which of the two methods discussed in the previous question calculates the amount of
Bad Debt Expense that is used to adjust the Allowance for Doubtful Accounts and which
method calculates the level at which the Allowance for Doubtful Accounts needs to be?

21. Which of the two methods used to estimate uncollectible accounts emphasizes the income
statement and which method focuses on the balance sheet?

22. Describe each of the following terms: maker, payee, face amount, maturity value,
issuance date, maturity date, term, interest rate.

23. What are the formulas for calculating interest and maturity value?

24. Show the journal entry for the acceptance of a note to replace a customer’s A/R.

25. Journalize the entry to show the receipt of cash on the maturity date of a note receivable.

26. What would the journal entry look like on the maturity date if the customer dishonored
their note?

27. How would one record the accrual of interest and the subsequent receipt of cash on the
maturity date?



