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8.2.1 What is Trade Receivable

• Trade receivables are amounts billed by a business to its customers when it delivers
goods or services.

• These billings are typically documented on formal invoices, which are summarized in
an accounts receivable aging report.

• This report is commonly used by the collections staff to collect overdue payments
from customers.

• In the general ledger, trade receivables are recorded in control accounts. Individual
customers are recorded in sub-ledger namely Debtor Ledger

• Trade Receivables are classified as current assets on the balance sheet.



8.2.2 What is AR Aging / Debtor Aging

• Accounts receivable aging is the process of distinguishing open accounts receivables
based on the length of time an invoice has been outstanding.

• Accounts receivable aging is useful in determining the allowance for doubtful
accounts.

• The aged receivables report tabulates those invoices owed by length, often in 30-day
segments, for quick reference.



8.2.2 What is AR Aging / Debtor Aging



8.2.3 What is Bad Debt & Bad Debts Recovered

• Bad debt refers to loans or outstanding balances owed that are no
longer deemed recoverable and must be written off.

• Bad debts can be written off on both business and individual tax 
returns.

• Bad debt recovery is a payment received for a debt that was written off 
and considered uncollectible.

• Bad debt recovery must be claimed as part of its gross income.



8.2.4 What is Doubtful Debt

• Doubtful debts are those debts which a business or individual is unlikely to be able to
collect.

• This is done to avoid over-stating the assets of the business as trade debtors are
reported net of Doubtful debt.

• Also known as a Provision for Doubtful Debts, this is an asset contra account listed
within the current asset section of the balance sheet

• There are two main ways to estimate an allowance for bad debts: the percentage sales
method and the accounts receivable aging method. This is called general provision

• Practically, only specific doubtful debts is provided for. Specific Provision refer to
specific bankrupt customer was identified and provide as doubtful debts.



8.2.4 What is Doubtful Debt



8.2.5 Accounting Entries

(a) When sales goods or services to customer
Dr Trade Receivables – ABC Sdn Bhd

Cr Sales

(b) When Customer pay us money
Dr Bank

Cr Trade Receivables – ABC Sdn Bhd

( c) When Customer declared bankrupt and cannot pay
Dr Bad Debts Written Off (P&L)

Cr Trade Receivables – ABC Sdn Bhd

(d) When bankrupt customer pay back later
Dr Bank

Cr Other Income - Bad Debts Recovered (P&L)



8.2.5 Accounting Entries

(a) When estimate / increase in doubtful debts
Dr Provision for Doubtful Debts – P&L

Cr Provision for Doubtful Debts - BS

(b) When decrease in doubtful debts
Dr Provision for Doubtful Debts – BS

Cr Provision for Doubtful Debts – P&L


