Connecting Chapter 8
Learning Objectives
1. 1Define internal control
What is internal control?
· Internal Control, page 432
· The Sarbanes-Oxley Act and Its Canadian Implications
· Why Does Fraud Happen?
2. 2List and describe the components of internal control and control procedures
What should we think about when designing an internal control system?
· The Components of Internal Control, page 433
· Internal Control Procedures
· Internal Controls for Ecommerce
· The Limitations of Internal Control
3. 3Prepare a bank reconciliation and the related journal entries
What do we do when the bank statement balance and the cash account balance are not the same?
· The Bank Account as a Control Device, page 438
· The Bank Reconciliation
· Preparing the Bank Reconciliation
· Journalizing Transactions from the Reconciliation
· How Owners and Managers Use the Bank Reconciliation
4. 4Apply internal controls to cash receipts and cash payments
How do we implement internal controls for cash receipts and cash payments?
· Internal Control over Cash Receipts, page 446
· Controls over Cash Receipts
· Cash Short and Over
· Internal Control over Cash Payments, page 449
· Controls over Payments by Cheque
5. 5Apply internal controls to petty cash
How do we implement internal controls for petty cash?
· Internal Control over Petty Cash, page 451
· Creating the Petty Cash Fund
· Replenishing the Petty Cash Fund
6. 6Make ethical business judgments
Are there steps we can follow when making ethical business judgments?
· Ethics and Accounting, page 453
· Corporate and Professional Codes of Ethics
· Ethical Issues in Accounting
9Receivables
Connecting Chapter 9
Learning Objectives
1. 1Define common types of receivables, and report receivables on the balance sheet
What are receivables, and how are they reported on the balance sheet?
· Receivables: An Introduction, page 494
· Types of Receivables
2. 2Use the allowance method to account for uncollectibles, and estimate uncollectibles by the percent-of-sales, aging-of-accounts-receivable, and the percent-of-accounts-receivable methods
Why would companies estimate their uncollectible accounts receivable, and how could they do that?
· Accounting for Uncollectible Accounts, page 496
· The Allowance Method
· Estimating Uncollectibles
· Writing Off Uncollectible Accounts
· Recovery of Accounts Previously Written Off
3. 3Use the direct write-off method to account for uncollectibles
What is the direct write-off method?
· The Direct Write-Off Method, page 503
· Exercising Internal Control over Receivables
4. 4Account for credit card, debit card, and online sales
How do we record credit card, debit card, and online transactions?
· Other Payment Methods, page 505
· Credit Card Sales
· Debit Card Sales
· Online Payments
5. 5Account for notes receivable
What are notes receivable, and how do we account for these assets?
· Accounting for Notes Receivable, page 507
· Identifying the Maturity Date of a Note
· Computing Simple Interest on a Note
· Recording Notes Receivable
· Accruing Interest Revenue
· Dishonoured Notes Receivable
6. 6Use the acid-test ratio and days’ sales in receivables to evaluate a company
How can we evaluate how effectively a company manages its current assets?
· Using Accounting Information for Decision Making, page 511
· Acid-Test (or Quick) Ratio
· Days’ Sales in Receivables
· Accounts Receivable Turnover
7. 7Understand the impact on accounts receivable of International Financial Reporting Standards (IFRS)
How does IFRS affect accounts receivable?
· The Impact of IFRS on Accounts Receivable, page 513
8. A1Discount a notes receivable
Is it possible to receive cash from a notes receivable prior to the note’s maturity date?
· Discounting (Selling) a Notes Receivable, page 515
· Pledging Accounts Receivable

