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Methods of Adjusting Receivable Accounts
The two methods applied by the company to implement to adjust the outstanding receivable accounts for the current counting period are the direct write-off method and allowance method. The direct discount method is termed as the most straightforward method applied to adjust the accounts receivables. The non-collective amount is expensed while the receivables are written-off. This is done once the account of the customer is established to be non-collective to the bad debt policy of a particular business venture (Zhadan, (2017). 
An example, in this case, is─ five months later, the organization confirms that the receivables are non-collectible. By the application of the direct write-off strategy, the section to discount the account would show up as: Debit bad obligation cost $1,000─ Credit accounts due $1,000. This is the initial journal entry that is necessary to discount the statement by the utilization of this technique.
The second strategy used to adjust receivable accounts is the allowance method. Rather than the write-off technique that costs the non-collectible sum when it is resolved to be not collectible, the allowance method requires bad obligation dependent on a level of receivable accounts or the sales towards the finish of the period (Kieso, Weygandt, & Warfield, 2019). The estimation is apprehended in an allowance account for the future concealment discounts. 
An example of the allowance method, we assume that the company uses the receivable accounts strategy. Centred on its calculations, the organization decides that 3.5% of receivable accounts are not collectible. The receivable accounts have a balance of $500,000 at the end of the first year. The journal entry recording the projected non-collectible receivables will be: Debiting $17,500 as bad debt and $17,500 to be credited as the allowance for undecided financial records. Any expenses that are identified as not collectible in the coming years will compensate the allowance account by debiting while, on the other hand, receivable accounts balance will be credited.
According to "Wiki Accounting" (2019), the direct write-off technique is better for the company because it requires the least work. This is because just one and the straightforward journal entry is essential during bad obligation when contrasted with the allowance method, which authentic giving a report bad obligation cost each year.
The methods have an ultimate impact on the balance sheet and income statement as a whole. According to Safiuddin (2018), the misleading of these two methods can be seen, for instance, if your independent company utilizes the direct write-off strategy and reports $100,000 in debt claims, the balance can easily mislead since there is a likelihood of gathering not amount less than $100,000.
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