1. [bookmark: _GoBack]What are the two options available for recording and writing-off bad debts? Briefly describe each method.
We have two major options of recording and writing –off bad debts
.a) direct write off method where  allowance for bad debts is not set up instead bad debts expense is recognized when the account ‘actually’ turns out to be uncollectible and not just ‘potentially’ doubtful.
b.) allowance method where the expected bad debts are calculated based on previous experience.
2. What accounts are affected when recording and writing off bad debts under the direct write off method? Which account is debited, and which is credited?
Under the direct write off method there are two accounts which are affected, the expense account and the accounts receivable accounts. The expense account is the one which is debited while the accounts receivable account is credited.
3. What accounts are affected when recovering a bad debt under the direct write off method? Which account(s) are debited, and which are credited?
the following accounts are affected:
1) Accounts Receivable (will be first debited to record reverse the previous write off and then credited to reduce the value of cash so received)
2) Bad Debt Expense (will be credited to reverse the previous write off)
3) Cash (will be debited to record the receipt of cash from the customer)
4. What accounts are affected when recording bad debts expense using the allowance method?
Recording bad debt expense using allowance method is a way of accounting for bad debt expense. As we know that under allowance method, it will only affect items of balance sheet. Thus we can say that under allowance method, it will ultimately reduce value of Account Receivables in the balance sheet. So ultimately it will reduce the value of total assets. Hence as a result we can say that, under allowance method value of account receivables will be reduced and overall assets will be reduced.
5. Under the Allowance Method, what method of estimating bad debt is based on income statement? Explain your answer.
As stated in our text, the method of estimating bad debt is based on the income statement method. Our basis is on the idea that a given percentage of a company’s net credit sales for the given period is not collectible.
6. Under the Allowance Method, what method of estimating bad debts is based on the balance sheet? Explain your answer.
Under the allowance method we estimate bad debts based on the balance sheet, we relate between account receivable and allowance account, where the goal of the bad debts it to make the allowance for doubtful accounts balance equal to the portion of accounts receivable estimated to be uncollectible.

7. Under the Allowance Method, which method of estimating bad debts uses both past and current receivables information to estimate the allowance amount? Explain your answer
Under the Allowance Method, aging of accounts receivable method of estimating bad debts uses both past and current receivables information to estimate the allowance amount. This method attaches more percent to the aged receivables as compared to newer receivables generally.
8. What accounts are affected when recording an honored note? What accounts are affected when recording a dishonored note?
The accounts affected when recording an honored note are as follows: Cash account is debited, Notes receivable is credited and also interest receivable is credited.
The accounts affected when recording a dishonored note are as follows: Accounts receivable is debited, notes receivable and interest revenue is credited.
9. How do you calculate the Accounts Receivable Turnover ratio?
Account receivable turnover ratio is the total net credit sales to the average accounts receivable during a given period especially a year.
Accounts receivable turnover ratio=Net Annual Credit Sales ÷ ((Beginning Accounts Receivable + Ending Accounts Receivable) / 2)
10. What is the formula for computing interest?
There are two types of interest
Simple interest is where the interest earned is not compounded and is calculated by multiplying the principle amount with the rate and time
S.I= P*R*T
We have compound interest where the interest earned is compounded and is thus calculated using the formula below
Compound interest = P (1 + r/n) (nt) - P
