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Suggested Answers to the Problems
1.4
Match the description in the right column with the information characteristic in the left column.  

	F       1.  Relevant
	a.  The report was carefully designed so that the data contained on the report became information to the reader



	E, C  2.  Reliable


	b.  The manager was working one weekend and needed to find some information about production requests for a certain customer.  He was able to find the report on the company’s network.

	D       3.  Complete


	c.  The data on a report was checked by two clerks working independently

	G, B 4.  Timely


	d.  An accounts receivable aging report that  included all customer accounts

	A       5.  Understandable


	e.  A report checked by 3 different people for accuracy

	C       6.  Verifiable


	f.  An accounts receivable aging report used in credit granting decisions

	B       7.  Accessible
	g.  An accounts receivable aging report was received before the credit manager had to make a decision whether to extend customer credit


1.5   The Howard Leasing Company 

Student solutions will vary based on their background and education.  The following is one possible solution.
a. What is an accounts receivable aging report?
An accounts receivable aging report lists customer account balances by length of time outstanding.  Helps check variability for allowance for doubtful accounts. Check for your cash collection flow.  Helps keep track of the company’s collection policies. Use this list as a control list to help test the existence of the accounts receivable. 

b. Why is an accounts receivable aging report needed for an audit?
An accounts receivable aging report is needed during an audit to determine whether the company’s accounts receivable balance is properly valued.  

c. What is an accounts receivable aging report used for in normal company operations?
An accounts receivable aging report is used in normal company operations to provide information for: 

· Evaluating current credit policies

· Determining appropriate credit limits for new customers 
· Deciding whether to increase or decrease the credit limit for existing customers 
· Estimating bad debts

· Initiating collection procedures for overdue accounts

d. What data will you need to prepare the report?
To prepare an accounts receivable aging report, credit sales and cash collections data is needed for each customer granted credit.

e. Where will you collect the data you need to prepare the report?
The data needed to prepare the accounts receivable aging report can be collected from the sales transaction and cash collections files or tables

f. How will you collect the necessary data for the report?
If the data is in machine-readable form, it can be collected by preparing and running programs or queries that will extract the sales and cash receipts data.  If the data is maintained on paper, it can be collected from daily or monthly sales reports and daily or monthly cash receipts reports

g. What will the report look like (i.e., how will you organize the data collected to create the information your supervisor needs for the audit)? Prepare an accounts receivable aging report in Excel or another spreadsheet package.
The accounts receivable aging report should look something like the following, whether it is prepared on paper or in Excel :

	Customer Number
	Customer Name
	0-30 Days Outstanding
	31-60  Days Outstanding
	61-90 Days Outstanding
	91+ Days Outstanding

	
	
	
	
	
	

	
	
	
	
	
	


h. How will you distribute the report? How many copies will you make? Who should receive the copies? What security features will you implement?
The accounts receivable aging report should be restricted to employees with operational or authoritative responsibility for customer accounts, such as the accounts receivable clerk, the credit manager, and the controller.  If the report is in an electronic form, access to the report should be restricted to appropriate authorized personnel.  If the report is distributed on paper, only as many copies as necessary should be produced and they should be delivered in a manner that ensures the confidentiality of the data.  Security features could include placing the report on a password-protected server or encrypting the file prior to emailing it or placing it on a server.

customer list can be sold to competition thus it should be secured so that not everyone can so easily have access to this critical information. 
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