Mugan-Akman 

Solutions Chapter 7 


E 7-1 Zeugma

The net recoverable amount of accounts receivable is TL 175.000

E 7-2 Lucky Company

	Month of Sale
	Invoice Amount
	Expected Collection

	March
	72.000.00
	70.560

	February
	21.700.00
	19.964

	December and January
	9.250.00
	7.862,5

	November
	4.780.00
	3.346

	Balance of Accounts
	107.730.00
	101.732,5

	
	
	

	Desired Balance of Allowance for Uncollectible Accounts
	5,997,50

	Less: Balance at the end of March
	
	-1.950,00

	Impairment Loss
	
	4.047,50

	Journal Entry:
	
	

	Impairment Loss
	4.047,50
	

	   Allowance for Uncollectible Accounts
	
	4.047,50


E 7-3 Prompt Company
	30-Jun-07
	
	

	Impairment Loss
	490
	

	     Allowance for Uncollectible Accounts
	
	490

	7-Jul-07
	
	

	Allowance for Uncollectible Accounts
	2.490
	

	     Accounts Receivable-Watcher Company
	
	2.490

	14-Aug-75
	
	

	Accounts Receivable-Watcher Company
	1.490
	

	     Allowance for Uncollectible Accounts
	
	1.490

	
	
	

	Cash
	1.490
	

	    Accounts Receivable
	
	1.490


E 7-4 Journal entries
	1 July 2007: Received TL 7.500 , 30% 12 months promissory note from a customer 

	as a settlement of accounts receivable. 
	
	
	

	Notes Receivable
	7.500
	
	

	    Accounts Receivable
	
	7.500
	

	
	
	
	

	31 December 2007: Recorded an adjusting entry to accrue the interest income on the note.

	
	
	
	

	Interest Receivable
	1.125
	
	

	      Interest Revenue
	
	1.125
	

	7500 x 0.3 x 6/12
	
	
	

	
	
	
	

	1 July 2008: The customer paid the note including the interest.
	
	

	
	
	
	

	Cash
	9.750.00
	
	

	    Notes Receivable
	
	7.500.00
	

	    Interest Receivable
	
	1.125.00
	

	    Interest Revenue
	
	1.125.00
	


E 7-5 Ferry Company 

	21-Feb-05
	
	

	Notes Receivable
	10.690,00
	

	    Sales Revenue
	
	10.690,00

	
	
	

	22-May-05
	
	

	Accounts Receivable
	11.491,75
	

	       Notes Receivable
	
	10.690,00

	       Interest Revenue
	
	801,75

	 10690 x 0.3 x3/12
	
	


E7-6 Sharp A.S.
Cash and cash equivalents =TL 
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E 7-7 Blue Voyage

Targeted Allowance for Uncollectible Accounts 
= 10.100.000-10.000.000








= 100.000

Current Balance for Uncollectible Accounts

= 107.200

Recovery of Impairment Loss


=     7.200

Ending Balance for Uncollectible Accounts
= 100.000

E 7-8 Hattusas

Invoice value of Accounts Receivable



= 104.000

Net Recovarable Amount of Accounts Receivable


=   97.300
Targeted Balance of Allowance for Uncollectible Accounts
=     6.700

Beginning Balance of Allowance for Uncollectible Accounts
=        800
Impairment Loss






=     5.900

E 7-9 At the end of the current year, the accounts receivable account has a debit balance of TL 90.000, and net sales for the year total TL 760.000. Determine the adjusting entry to record the impairment loss (recovery) under each of the following assumptions:

a. The allowance account before adjustment has a credit balance of TL 640, and analysis of the accounts in the customer ledgers indicates doubtful accounts of TL 6.200.

	Target balance of allowance
	6.200

	Current balance of allowance (CR)
	640

	Impairment loss
	5.560


b. The allowance account before adjustment has a debit balance of TL 320, and the analysis of the accounts in the customer ledgers indicates doubtful accounts of TL 3.700.

	Target balance of allowance
	3.700

	Current balance of allowance (DR)
	320

	Impairment loss
	4.020


P 7-1 Biber Company

	Accounts Receivable Balance:
	
	
	
	

	Beginning Balance
	        480.000 
	
	
	

	Credit Sales
	1.347.000 
	
	
	

	Less: Sales Returns and Allowances
	(37.500)
	
	
	

	         Collections from Customers
	(869.000)
	
	
	

	         Accounts Written Off
	(15.400)
	
	
	

	
	905.100 
	
	
	

	
	
	
	
	

	31 December 2008 balance of Allowance:
	
	
	
	

	1-Jan-08
	21.590,00 
	
	
	

	Less:accounts written off
	(15.400)
	
	
	

	Addition (Impairment Loss)
	24.226 
	Plug-in
	
	

	  Allowance for Uncollectible Accounts- end
	30.415 
	(*)
	
	

	  (*) 905.100-874.685
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Compute the receivables turnover rate and the collection period.
	
	
	

	
	
	
	
	

	Receivable Turnover= Credit Sales / Average Net Accounts Receivable
	
	

	
	
	
	
	

	Credit Sales
	1.309.500 
	
	
	

	Average Accounts Receivable: 
	
	
	
	

	          Beginning Balance - net
	458.410,00 
	
	
	

	          Ending Balance -net 
	874.684,25 
	
	
	

	    Average Net Accounts Receivable
	666.547,13 
	
	
	

	
	
	
	
	

	Receivable Turnover
	1,96 
	
	
	


P 7-2 Doggy Company
	Customer
	Total
	Estimated Cash Collections grouped by period

	Artan
	15,000
	12,500
	1,750
	750
	          -   
	         -   

	Bilge
	7,800
	5,600
	1,000
	150
	550
	500

	Bodur
	9,970
	7,490
	2,000
	480
	          -   
	         -   

	Serim
	24,000
	21,500
	1,500
	          -   
	          -   
	1,000

	Yalaz
	5,600
	5,000
	600
	
	
	

	Other
	57,000
	50,000
	3,500
	1,750
	900
	850

	Total
	119,370
	102,090
	10,350
	3,130
	1,450
	2,350

	
	
	
	
	
	
	

	Collectible
	116.491,55
	101.579,55
	9.832,50
	2.817
	1.087,5
	1.175

	Desired Allowance for Uncollectible Accounts
	2878.45
	510.45
	517.5
	313
	362.5
	1175

	
	
	
	
	
	
	

	Recovery of Impairment Loss:
	
	
	
	
	
	

	
	       Allowance for Uncollectible Accounts
	
	

	
	
	
	3.849
	Balance
	
	

	
	Recovery
	 950,55
	
	

	
	 
	 
	 
	 
	
	

	
	
	 
	2878.45
	  Desired Balance
	

	
	
	
	
	
	
	

	Allowance for Uncollectible Accounts
	950,55
	
	
	
	
	

	        Recovery of Impairment Loss
	
	950,55
	
	
	
	


P 7-3  Beliz Company

	a. Beliz Company

	Cash 
	54.700
	

	Due from Ozen Factoring*
	1.100
	

	Financing Expense **
	4.200
	

	Accounts Receivable 
	
	60.000

	*TL 60.000 x 1% + TL 500
	
	

	* *TL 60.000 x 7% 
	
	


	b.  Ozen Factoring
	
	

	Accounts Receivable
	60.000
	

	Due to Beliz
	
	1.100

	Financing Revenue 
	
	4.200

	Cash 
	
	54.700


	c. Beliz Company- without recourse
	
	

	Cash
	54.300
	

	Due from Ozen Faktoring
	600
	

	Financing Expense
	5.100
	

	Accounts Receivable 
	
	60.000

	* TL 60.000 x 1%
	
	

	** TL 60.000 x 8.5%
	
	


	d. Ozen Faktoring- without recourse
	
	

	Accounts Receivable
	60.000
	

	Due to Beliz
	
	600

	Financing Revenue 
	
	5.100

	Cash 
	
	54.300

	* TL 60.000 x 1%
	
	

	** TL 60.000 x 8.5%
	
	


	e- 
	

	with recourse
	

	cash up front
	TL 54.700

	sales discounts withheld
	600

	default provision withheld
	500

	total 
	TL 55.800

	
	

	without recourse
	

	cash up front
	TL 54.300

	sales discount withheld
	600

	total
	TL 54.900


P 7-4 On December 31, 2007, Firefly Company had net accounts receivable of TL 257.000, and an allowance for uncollectible accounts of TL 3.000. During the year, it collected TL 1.360.000 and wrote off TL 4.000 accounts as uncollectible. On December 31, 2008, the total gross amount of accounts receivable is TL 296.000 and the allowance for uncollectible accounts is TL 3.600.

Required:

A. Determine the following amounts:

1. Total gross accounts receivable on December 31, 2007

257.000+3.000 = 260.000

2. Impairment loss or recovery for the year 2008

Balance before adjustment 3.000-4.000
= 1.000 debit

Target balance of allowance

 
= 3.600 credit


Impairment Loss



= 4.600

3. Net credit sales for 2008

	Accounts Receivable

	        260,000 
	      1,360,000 

	     1,400,000 
	            4,000 

	        296,000 
	


4. Net accounts receivable on December 31, 2008

296.000-3.600=292.400

B. Without affecting your answers to part A, now assume the credit sales for 2008 are TL 1.400.000. Compute the following amounts:

1. Accounts receivable turnover

1.400.000/ ((257.000+292.400)/2)

5.10 times

2. Average collection period

365/5.10 = 71.5 days

P7-5

	Date
	Due Date
	Face Amount
	Term
	Interest Rate
	Date Discounted
	Discount Rate
	Interest on Note
	Maturity Value
	Discount Period
	Discount
	Cash Received

	(1) 8 Oct. 2007
	7-Dec
	 2,400.00 
	60 days
	No interest
	18 Oct.
	17%
	           68 
	     2,468 
	          50 
	          58 
	      2,410 

	(2) 22 Oct. 2007
	21-Nov
	 1,600.00 
	30 days
	16%
	1 Nov.
	18%
	           21 
	     1,621 
	20
	          16 
	      1,605 

	(3) 14 Nov. 2007
	12-Feb
	 1,920.00 
	90 days
	17%
	19 Nov.
	18%
	           86 
	     2,006 
	85
	          85 
	      1,921 

	(4) 17 Nov. 2007
	17-Dec
	 1,800.00 
	30 days
	18%
	7 Dec.
	17%
	           27 
	     1,827 
	10
	            9 
	      1,818 

	(5) 6 Dec. 2007
	4-Feb
	 2,000.00 
	60 days
	6%
	-
	-
	           20 
	     2,020 
	0
	 
	      2,020 

	(6) 21 Dec. 2007
	19-Feb
	 4,200.00 
	60 days
	8%
	-
	-
	           56 
	     4,256 
	0
	 
	      4,256 


	Date
	Account Description
	Debit
	Credit

	18 Oct.
	Cash
	       2,343 
	

	
	Interest Expense
	       56.67 
	

	
	  Notes Receivable
	
	 2,400.00 

	
	
	
	

	1 Nov.
	Cash
	       1,605 
	

	
	  Interest Income
	
	5

	
	  Notes Receivable
	
	1600

	
	
	
	

	19 Nov.
	Cash
	       1,917 
	

	
	Interest Expense
	         3.47 
	

	
	  Notes Receivable
	
	 1,920.00 

	
	
	
	

	7 Dec.
	Cash
	       1,818 
	

	
	Interest Income
	
	18

	
	  Notes Receivable
	
	 1,800.00 


	Date
	Account Description
	Debit
	Credit

	31-Dec
	Interest Receivable
	         8.33 
	

	
	   Interest Income
	
	       8.33 

	
	
	
	

	31-Dec
	Interest Receivable
	         9.33 
	

	
	   Interest Income
	
	       9.33 


PAGE  
1

_1093955450.unknown

