





There are two provisions related to bad debt expense. The aged AR report is utilized to
make entries for the Account 143 — Accumulated Provision for Uncollectable Accounts on
the balance sheet with offsetting entries to Bad Debt Expense. These entries are made
monthly to tie to the Aged AR balance over 60 days. The second provision are the bad
debt accounts written off as bad debt - uncollectable. These are written off to bad debt
expense with a corresponding entry made to Accounts Receivables to remove them from

AR.

See below:

1 — Accounts determined as uncollectible, written off as bad debt - uncellectable as follows:
Accounting Entry:
Debit: Bad Debt Expense

Credit: Customer Accounts Receivable

.....................................................................

2 — Review Accounts Receivable Aging Schedule at Month End

Policy is to record an allowance for uncollectible accounts based on receivables aged over 60 days.

Accounting Entry:

Debit: Bad Debt Expense
Credit; Allowance for Doubtful Accounts (contra Accounts Receivable)

Note: If the over 60 days accounts have DECREASED compared to the previous mornths’ aging, this entry will
reverse to have the allowance account equal the over 60 days aged receivable balance for the company.



