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The uncollectable accounts indicate the amount of credit that the debtors of the company are unable to pay. Once a company realizes that debtor is unable to pay due to various reasons which may at times include bankruptcy, the company may decide to consider that account as uncollectable. Most uncollectable accounts are recorded as bad debts expenses to the company at the end when the debtor is unable to pay their debt to the company, loan, or a sale made on credit. The low number of uncollectable accounts indicates that most of the debtors to the company have been able to pay what they owe or are likely to pay. Most companies tend to maintain low uncollectible accounts on every one of their sales. The low uncollectible accounts may not be always good for business and may pose some risks to some companies especially when they sell in credit. A company can record inaccurate profits with a low number of uncollectable accounts. For instance, if a small company makes sales worth $50000 on credit and writes-off only $100,000, the company can end up expecting more profits than it will end up receiving. This can affect budgeting in the small business which may affect performance ins some activities. This means that recording as many uncollectible accounts would be beneficial for efficiency in future budgeting. 
