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Handout – Chapter 7 – Accounts Receivable and Related Bad Debts
WIDWOMAN SALES COMPANY
Widwoman Sales Company has just completed its fourth year of operations. The DIRECT WRITE-OFF METHOD of recording bad debt expense has been employed during the entire period. Because of substantial increases in sales volume and the amount of bad debts, the firm is considering the possibility of changing to the ALLOWANCE METHOD.

Information is required as to the effect that an annual provision of ½ of 1% of sales would have had on the amount of bad debt expense reported for each of the past four years. It is also considered desirable to know the balance of the Allowance for Doubtful Accounts would have been at the end of each year.
The following data have been obtained from the accounts:
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INSTRUCTIONS:
1. Assemble the desired data, using the following columnar captions:
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2. Advise management as to whether the estimate of ½ of 1% of sales appears to be reasonable close to the actual experience with uncollectible accounts originating during the first two years. 
