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Cash and Receivables
Concept Self-check
1. Internal control is the system, plan, or organization established to ensure, as far as practical, the orderly and efficient conduct of business. In part, it is used to ensure accurate record-keeping and the timely preparation of financial statements, safeguard the assets of the business, and promote efficiency.
2. An imprest petty cash system reimburses petty cash for an amount equal to the amounts disbursed when the fund has been depleted.
3. When a petty cash fund is established, a regular cheque is written for the amount to be held in the petty cash fund. The general ledger account Petty Cash is debited and Cash is credited. The cheque is cashed and the funds are held by the petty cash fund custodian.
When the balance of cash in the funds held by the custodian is low, a cheque is written to reimburse the fund for the amount of all receipts held. The cheque is recorded as a debit to the applicable expense accounts and a credit to the Petty Cash account in the general ledger.
4. A bank reconciliation is a comparison of the items shown on the bank statement with the entries made in the records of the entity. A reconciliation leads to the update of the accounting records and the correction of errors, if any. Thus, control over cash is enhanced. 
5. Different reconciling items that may appear in a bank reconciliation are as follows:
	Book Reconciling Items	Bank Reconciling Items 
	Book errors			Outstanding deposits
	NSF cheques			Outstanding cheques
	Bank charges			Bank errors
6. The steps in preparing a bank reconciliation are:
Step 1
List the ending general ledger cash balance on the bank reconciliation as the unreconciled general ledger Cash balance.
Step 2
List the ending cash balance on the bank statement on the bank reconciliation as the unreconciled bank statement balance. 
Step 3
Compare clearing cheques shown on the bank statement with cheques recorded as cash disbursements in the company’s records, including outstanding cheques shown on the prior month’s bank reconciliation.
Concept Self-check continued
Step 4
Identify other disbursements made by the bank but not recorded in the company records.
Step 5
Compare the deposits shown on the bank statement with the amounts recorded in the company general ledger Cash account.
Step 6
Review the prior month’s bank reconciliation for outstanding deposits.
Step 7
Rectify any errors in the company records or in the bank statement that become apparent during the reconciliation process.
Step 8
Total both sides of the bank reconciliation. The result should be that the reconciled general ledger Cash balance and the bank statement balances are equal. 
Step 9
The adjusted balance calculated in the bank reconciliation must be reflected in the company’s general ledger Cash account by means of adjusting entries.
7. A cheque received from trade customers that has been deposited but cannot be cleared by the bank because the customer’s own bank balance is less than the amount of the cheque is an NSF (not sufficient funds) cheque.
8. Allowance for doubtful accounts is a contra accounts receivable account showing the estimated amount that will not be collected. To set it up, bad debt expense is debited and the allowance is credited for the estimated amount. In this way, the bad debt expenses for the period are matched with revenues for that period.
9. The income statement method for calculating the estimated amount of doubtful accounts assumes that a certain percentage of sales made on account will become uncollectible. The percentage is applied to credit sales and is chosen on the basis of bad debt experience of previous years. The estimated bad debt expense is calculated independently of any current balance in the Allowance for Doubtful Accounts general ledger account.
10. Ageing of accounts receivable is the detailed analysis of trade accounts receivable based on time that has elapsed since the creation of the receivable. An estimated loss percentage is applied to each time category to estimate an uncollectible amount. The estimated bad debt expense consists of the difference between the current balance in the Allowance for Doubtful Accounts general ledger account and the amount required to be set up based on this analysis.


Concept Self-check continued
11. The usual balance in the Accounts Receivable general ledger account is a debit. Occasionally, as a result of double payments, merchandize returns, or allowances granted for example, a credit balance occurs in some accounts. Theoretically, the credit balance should be transferred to liabilities. In practice, the net amount of accounts receivable is reported on the statement of financial position unless the credits would materially distort the numbers reported.
12. An example entry would be:
Dr.	Notes Receivable – Customer A	$xxxx
Cr.		Sales (or, e.g., Service Revenue)		$xxx
If the note is created as a result of an outstanding account receivable, the entry would be:

Dr.	Notes Receivable – Customer A	$xxxx
Cr.		Accounts Receivable – Customer A		$xxx
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CP 7–1
	2017
		Mar.	1	Petty Cash	200
				Cash		200
			To establish petty cash fund.
			12	Office Supplies Expense	60
				Maintenance Expense	35
				Miscellaneous Selling Expense	25
					Cash		120
				To reimburse petty cash.
			18	Petty Cash	200
				Cash		200
			To increase petty cash balance to $400.
			25	Office Supplies Expense	75
			Delivery Expense	30
				Cash		105
			To reimburse petty cash.
			28	Cash	50
				Petty Cash		50
			To reduce petty cash fund balance to $350.
CP 7–2
Ferguson Corp.
Bank Reconciliation
At December 31, 2017
Cash per general ledger, Dec. 31	$5,005	)	Cash per bank statement, Dec. 31	$7,000)
Add:	Note collected by bank	1,300)	Add:	Error Fluet Inc. cheque	200)
	Interest on note	25)		Outstanding deposit	700)
Less:	Bank service charges	      (30)	Less:	Outstanding cheques	(1,600)
Adjusted Cash balance, Dec. 31	$6,300)	Adjusted Cash balance, Dec. 31	$6,300)
	2017 adjusting entries:
		Dec.	31	Cash	1,325
				Note Receivable		1,300
				Interest Earned		25
			To record the note collected by the bank.
			31	Bank Charges Expense	30
				Cash		30
			To record service charges from the bank.
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CP 7–3
Gladstone Ltd.
Bank Reconciliation
At March 31, 2017
Cash per general ledger, Mar. 31	$2,531)	Cash per bank statement, Mar. 31	$1,500)
Add:	Error cheque No. 4302	27)	Add:	Outstanding deposit	  1,000)
	Note receivable	250)		Error re. Global	250
	Interest on note	50
Less:	Service charges—March	(20)	Less:	Outstanding cheques	(622)
	Service charges—note	(10)
	NSF cheque	  (700)				 
Adjusted cash balance, Mar. 31	$2,128)	Adjusted cash balance, Mar. 31	$2,128)
	2017 adjusting entries:
		Mar.	31	Cash	27
				Office Supplies Expense		27
			To correct ck. no. 4302
				Cash	290
				Note Receivable		250
					Interest Earned		50
				Bank Charges Expense	10
			To record note collected by the bank.
				Bank Charges Expense	20
				Cash		20
			To record service charges for March.
				Accounts Receivable	700
				Cash		700
				To record NSF cheque returned.
[bookmark: _Toc350163701][bookmark: _Toc350166449][bookmark: _Toc350169568]

CP 7–4
1.	2017
Dec.	31	Bad Debt Expense	5,000
				Allowance for Doubtful Accounts		5,000
2018
Apr.	15	Allowance for Doubtful Accounts	700
				Accounts Receivable		700
Aug.	8	Allowance for Doubtful Accounts	3,000
			Accounts Receivable		3,000
Dec.	31	Bad Debt Expense	4,000
			Allowance for Doubtful Accounts		4,000
2019
Mar.	6	Accounts Receivable	200
				Allowance for Doubtful Accounts		200
Sept.	4	Allowance for Doubtful Accounts	4,000
			Accounts Receivable		4,000
Dec.	31	Bad Debt Expense	4,500
			Allowance for Doubtful Accounts		4,500
2.	Both methods are estimates and attempt to match expenses with revenues. Over time, the allowance for doubtful accounts under either method should be approximately the same. If not, management should review the percentage estimates under each method to ensure that they are reasonable.
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1. 	Allowance for doubtful accounts = 5% x $125,000 = $6,250
2. 	The Allowance for Doubtful Accounts general ledger account has a balance of $3,000 but the balance should be $6,250. The difference is the amount of the bad debt expense.
Bad debt expense = ($6,250 - $3,000) = $3,250
3. 		Impulse Inc.
Partial Statement of Financial Position
At December 31, 2017
Assets
		Accounts receivable	$125,000
		Less:	Allowance for doubtful accounts	      6,250	$118,750
	OR
		Accounts receivable (net of $6,250 AFDA)		$118,750
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CP 7–6
1. 	Allowance for doubtful accounts, Dec. 31, 2017	$8,000)
Written off in 2018	(2,400)
	5,600)
Allowance for doubtful accounts, Dec. 31, 2018	(9,000)
Bad debt expense for 2018	$3,400)
2. 	Allowance for doubtful accounts, Dec. 31, 2018	$ 9,000)
Written off in 2019	(1,000)
Recovered in 2019	       300)
	8,300)
Allowance for doubtful accounts, Dec. 31, 2019	(10,000)
Bad debt expense for 2019	$ 1,700)
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1. 	a. 	Bad Debt Expense	15,000
	Allowance for Doubtful Accounts		15,000
(2% x $750,000 = $15,000)
b. 	Allowance for Doubtful Accounts = $3,000 + $15,000 = $18,000
2. 	a. 	Bad Debt Expense	11,700
	Allowance for Doubtful Accounts		11,700
[10% x ($150,000 - 3,000)] = 14,700 - 3,000 = $11,700
b. 	Allowance for Doubtful Accounts = $3,000 + $11,700 = $14,700
	(or 10% x ($150,000-3,000))
3. 	There is a difference in the estimates because different methods are used. The first method is based on a percentage of sales; the second on aging of accounts receivable.
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1. 	a. 	Bad debt expense = 2% x $200,000 = $4,000
b. 	Allowance for doubtful accounts = $1,000 debit - $4,000 credit = $3,000 credit
2. 	a. 	Bad debt expense = (5% x $50,000) + $1,000 debit = $3,500
b. 	Allowance for doubtful accounts = (5% x $50,000) = $2,500
3. 	The calculation made in question 1 above better matches revenue and expenses. The revenue (sales) is directly related to the amount that is written off as bad debt expense.
The calculation made in question 2 above better matches accounts receivable to allowance for doubtful accounts and thus produces a better statement of financial position valuation.


CP 7–9
1. 2017
Nov. 1	Note Receivable – Smith Co. 	12,000
			Account Receivable – Smith Co.		12,000
	To record conversion of account receivable to 3-month, 6% note receivable.
2. 2017
Dec. 31	Interest Receivable		120
			Interest Earned			120
	To record accrued interest on note receivable – Smith Co. ($12,000 x 6% x 2/12 mos. = $120)
3. 2018
Feb. 1	Cash			12,180
		Note Receivable – Smith Co.		12,000
		Interest Receivable			120
		Interest Earned			60
	To record collection of Smith Co. note receivable ($12,000 x 6% x 1/12 mos. = $60)
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1. 	2017
		Dec.	1	Petty Cash	200
				Cash		200
			To establish petty cash fund.
			14	Office Supplies Expense	30
				Maintenance Expense	20
				Cash Over/short Expense	4
					Cash		54
				To reimburse petty cash and record shortage.
			29	Office Supplies Expense	10
			Delivery Expense	20
				Cash Over/short Expense		2
				Cash		28
			To reimburse petty cash and record overage.
			31	Cash	50
				Petty Cash		50
			To reduce petty cash fund balance to $50.
2. The fund is small but adequate. Overage/shortages are not large. These are good indicators. The manager could consider reviewing the reimbursed receipts occasionally to ensure they are reasonable and petty cash disbursements are adequately supported.


P 7–2
1. 			a	The company has received a $3,000 loan from the bank, that was deposited into its bank account but was not recorded in the books of the company.
	e	A $250 cheque was not returned with the bank statement though it was paid by the bank.
	d	Cheques amounting to $4,290 shown as outstanding on the November reconciliation still have not been returned by the bank.
	a	A collection of a note receivable for $1,000 made by the bank has not been previously reported to Goertzen. This includes interest earned of $50.
	c	The bank has erroneously charged Goertzen with an $1,100 cheque which should have been charged to Gagetown Ltd.
	b	A $350 cheque made out by Fynn Company and deposited by Goertzen has been returned by the bank marked NSF; this is the first knowledge Goertzen has of this action.
	a	A cheque for $840 was erroneously recorded as $730 in the company records.
	c	A $600 bank deposit of December 31 does not appear on the bank statement.
	b	Bank service charges amounting to $75 were deducted from the bank statement but not yet from the company records.
2.		Goertzen Ltd.
Bank Reconciliation
At December 31, 2017
Cash per general ledger, Dec. 31	$84,293	Cash per bank statement, Dec. 31	$90,568
Add: 	Bank loan not recorded  	$3,000		Add:	Cheque charged to
	Bank collection not				    wrong account	$1,100	
	  recorded on books	950			Outstanding deposit	     600	   1,700
	Interest earned on note	50					92,268
	Error in recording cheque	    110	    4,110
			88,403
Less:	NSF cheque	350		
	Bank charge	      75	        425	Less:	Outstanding cheques		4,290
Adjusted Cash balance, Dec.  31	$87,978	Adjusted Cash balance, Dec.  31	$87,978


P 7–2 continued
3.
	Dec.31	Cash		3,000
			Bank Loan		3,000
		To record proceeds of bank loan.
		31	Cash		1,000
			Notes Receivable		950
				Interest Earned		50
		To record collection of notes receivable by bank.
		31	Cash		110
			Accounts Receivable		110
To record correction of cheque deposited as $730, should have been $840.
		31	Bank Charges Expense	75
			Cash		75
		To record monthly bank charges.
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			Cash		350
		To record NSF cheque from Fynn Company returned by the bank.
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1. 
Gibson Energy Ltd.
Bank Reconciliation
At November 30, 2018
	Cash per general ledger, Nov. 30		$4,213	Cash per bank statement, Nov. 30		$4,440
     Add:	Error on cheque No. 1042	$ 54		Add:	Outstanding deposit		    611
	Note collected	 500	   554				
			4,767				5,051
    Less:	NSF cheque	130		Less:	Outstanding cheques
	Service charge	10			No.	1014	$152
	Note collection fee	6	    146			1054	32
							1192	54
							1193	83
							1194	 109	     430
	Adjusted cash balance, Nov. 30		$4,621		Adjusted cash balance, Nov. 30		$4,621


P 7–3 continued
2.		Nov.	30	Cash	54
				Office Supplies Expense		54
			To adjust for error in recording cheque no. 1042.
			30	Accounts Receivable	130
				Cash		130
			To record NSF cheque.
			30	Bank Charges Expense	10
				Cash		10
			To record bank charges for the month.
			30	Cash	494
			Bank Charges Expense	6
				Notes Receivable		500
			To record a collection made by the bank.
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1.	Accounts receivable = balance + credits = $74,460 + 3,200 + 1,800 = $79,460
2.	The $5,000 credit balance could be shown as a current liability on the statement of financial position, unless it is considered immaterial. In that case, it would be netted against accounts receivable with debit balances and $74,460 would be shown in the asset section of the statement of financial position. 
P 7–5
1.	2017
Dec.31	Allowance for Doubtful Accounts	2,000
			Bad Debt Expense		2,000
		To adjust balance to 3% of $100,000 A/R.
	2018
		a.	Allowance for Doubtful Accounts	9,000
			Accounts Receivable		9,000
		b.	Accounts Receivable	800,000
			Sales		800,000
		c.	Cash		700,000
			Accounts Receivable		700,000
		d.	Accounts Receivable	2,000
			Allowance for Doubtful Accounts		2,000
			Cash		2,000
			Accounts Receivable		2,000


P 7–5 continued
		e.	Bad Debt Expense	14,000
			Allowance for Doubtful Accounts			14,000
		Allowance for Doubtful Accounts
			 5,000	Balance at Dec. 31, 2017 
		2,000		Write-offs and recovery
		9,000	2,000
		4,000		Balance before adjustment
				14,000		Adjustment needed
 				10,000	Balance at Dec. 31, 2018
2.		Allowance for Doubtful Accounts	
				5,000	Balance at Dec. 31, 2017 
				6,000	1% of $600,000 sales
				11,000	Adjusted bal. Dec. 31, 2017
		9,000		Transaction (a)
				8,000	1% of $800,000 sales
				2,000	Transaction (d)
				12,000	Balance at Dec. 31, 2018
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Part A:	2017
1.	Dec. 31	Allowance for Doubtful Accounts	1,000
			Accounts Receivable		1,000
2.	Calculation of uncollectible amount at December 31, 2017
				Estimated
		Accounts	Estimated loss	 uncollectible
		Age (days)	receivable	percentage	amount
	1-30	$ 50,000		2%	$1,000
	31-60	27,000		4%	1,080
	61-90	40,000		5%	2,000
	91-120	30,000		10%	3,000
	Over 120	       2,000	*	50%	   1,000
		$149,000		$8,080
* net of R. Laws’ balance
AFDA adjusting entry 	= (starting balance – accounts written off) – ending balance 
	= ($1,500 Cr – 1,000 Dr) – 8,080 Cr.
	= $7,580 Cr. needed
2017
Dec. 31	Bad Debt Expense	7,580
			Allowance for Doubtful Accounts		7,580


P 7–6 continued
Part B:	2018
		Accounts Receivable	700,000
			Sales		700,000
		Cash	599,000
			Accounts Receivable		599,000
		Allowance for Doubtful Accounts	10,000
			Accounts Receivable		10,000
Calculation of uncollectible amount at December 31, 2018
				Estimated
		Accounts	Estimated loss	uncollectible
	Age (days)	receivable	 percentage	amount
	1-30	$170,000		2%	$  3,400
	31-60	35,000		3%	1,050
	91-120	27,000		25%	6,750
	Over 120	     8,000		50%	     4,000
		$240,000			$15,200

AFDA adjusting entry 	= (starting balance- accounts written off) – ending balance required
	= ($8,080 Cr. – 10,000 Dr.) - $15,200 Cr. 
	= $17,120 Cr. needed
2018
Dec. 31	Bad Debt Expense	17,120
		Allowance for Doubtful Accounts		17,120
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1.	a.	Allowance for Doubtful Accounts		25,000
			Accounts Receivable				25,000
	b.	Accounts Receivable			15,000
			Allowance for Doubtful Accounts			15,000
		Cash				15,000
			Accounts Receivable				15,000
2.	Allowance for doubtful accounts = ($15,000 Cr. - $25,000 Dr.) (1a) + $15,000 Cr. (1b) 
					= $5,000 Cr. balance
3.	a.	Balance required	= 3% of credit sales
				= 3% x 70% x $1,000,000
				= $21,000
		Bad Debt Expense	16,000
			Allowance for Doubtful Accounts		16,000
To record the proper balance: $21,000 Cr. required; $5,000 Cr. is already in the account.
	b.	Bad Debt Expense	7,500
		Allowance for Doubtful Accounts		7,500
To record the proper balance: $12,500 Cr. required, $5,000 Cr. is already in the account.
P 7–7 continued
	c. Calculation of uncollectible amount at December 31, 2018
					Estimated
			Accounts	Estimated loss	uncollectible
	Age (days)	receivable	 percentage	amount
		1-30	$100,000	2%	$ 2,000
		31-60	50,000	4%	2,000
		61-90	25,000	5%	1,250
		91-120	60,000	10%	6,000
		Over 120	     15,000	50%	     7,500
		$250,000		$18,750
		Bad Debt Expense	13,750
		Allowance for Doubtful Accounts		13,750
To record the proper balance: $18,750 Cr. required, $5,000 Cr. already in the account.
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1.	 2017
	AFDA adjusting entry	= (starting balance-accounts written off)-ending balance required
					= ($1,500 Cr. - $600Dr.) - $3,900 Cr. 
					= $3,000 Cr. needed
		Bad Debt Expense	3,000	
			Allowance for Doubtful Accounts		3,000
To record adjustment needed ($3,900 - [$1,500 - $600])
2.	 2018
	AFDA adjusting entry	= (starting balance – accounts written off  + accounts recovered) – ending balance required
					= ($3,900Cr. - $300Dr. + $400Cr)
		Bad Debt Expense	3,200
			Allowance for Doubtful Accounts		3,200
To record adjustment needed ($7,200 - [$3,900 - $300 + $400])
3.	 2018
Jun.	 5	Accounts Receivable	400
			Allowance for Doubtful Accounts		400
		5	Cash		400
			Accounts Receivable		400
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P 7–9
	1.
	
	
	
	
	

	
	2019
	
	
	
	

	
	
	Accounts Receivable
	8,540,000
	
	

	
	
	  Sales
	
	
	8,540,000

	
	
	To record sales for 2019.

	
	
	

	
	
	Accounts Receivable (Huron Supplies)
	15,600
	
	

	
	
	  Allowance for Doubtful Accounts
	
	
	15,600

	
	
	To reinstate account of Huron Supplies previously written off as uncollectible.


	
	
	

	
	
	Cash
	8,262,560
	
	

	
	
	  Accounts Receivable
	
	
	8,262,560

	
	
	To account for collections during year.

	
	
	

	
	
	Allowance for Doubtful Accounts
	33,660
	
	

	
	
	  Accounts Receivable
	
	
	33,660

	
	
	To write off bad debts.

	
	
	

	
	
	Notes Receivable (12%, 6 months)
	520,000
	
	

	
	
	  Accounts Receivable
	
	
	520,000

	
	
	To record receipt of note (assumes cash is included in the $8,262,560 above).


	2.    a.
	Dec. 31
	Bad Debt Expense
	21,870
	
	

	
	
	  Allowance for Doubtful Accounts
	
	
	21,870(2)

	
	
	To record bad debt expense provision:
	
	
	

	
	
	10% on $200,580	                          $20,058
	
	
	

	
	
	12% on $807,600 (1)	              16,152
	
	
	

	
	
	Required allowance	            $36,210
	
	
	

	
	
	
	
	
	

	       b.
	Dec. 31
	Interest Receivable
	10,400
	
	

	
	
		Interest Earned
	
	
	10,400

	
	
	To record accrued interest on note receivable ($520,000 x 12% x 2/12 mos. = $10,400)

	
	
	


(1) Accounts receivable not past due 
= $1,268,800 + 8,540,000 - 8,262,560 + 15,600 - 33,660 - 200,580 - 520,000 
= $807,600 x 2% = $16,152
(2) 	AFDA adjusting entry
= (starting balance – accounts written off + accounts recovered) - ending balance required)
= ($32,400 Cr. - $33,660 Dr + $15,600 Cr.) - $36,210 Cr. 
= $21,870 Cr. needed
3.	Amount of bad debt expense on income statement	=	$21,870
4.	Allowance for doubtful accounts	=	$36,210
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1.	Ageing of Accounts Receivable
	December 31, 2017
	Age (days)

		1-30	31-60	61-90	91-120	121-150	+150
	Greenwood						600
	Granville					335
	Kutcher	275	720
	Lamb						445
	Grimm			822
	Fehr		250		465		922
	Golden	500 					
		$775	$970	$822	$465	$335	$1,967

2.	Calculation of Uncollectible Amount
	December 31, 2017
	Accounts	Estimated loss	Uncollectible
	Age (days)	receivable	percentage	amount
	1-30	$775	0.5%	$       3.90 
	31-60	970	1.0%	9.70
	61-90	822	3.0%	24.66
	91-120	465	10.0%	46.50
	121-150	335	25.0%	83.75
	Over 150	1,967	50.0%	    983.50
	Totals	$5,334		$1,152.01
3.	Dec. 31	Bad Debt Expense	952.01
			Allowance for Doubtful Accounts		952.01
	To record the proper balance: $1,152.01 Cr. required, $200.00 Cr. already in the account.
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P 7–11
1.	Feb. 15	Allowance for Doubtful Accounts	200
			Accounts Receivable		200
	Apr. 30		Accounts Receivable	100
			Allowance for Doubtful Accounts		100
			Cash		100
			Accounts Receivable		100
	Jun. 26		Cash		300
		Allowance for Doubtful Accounts	400
			Accounts Receivable		700
	Sep.  7		Allowance for Doubtful Accounts	350
			Accounts Receivable		350
	Dec. 31	Allowance for Doubtful Accounts	800
			Accounts Receivable		800
2.	Calculation of Uncollectible Amount
	December 31, 2018
			Estimated
	Accounts	Estimated Loss	uncollectible
	Age (days)	receivable	percentage	amount
	1-30	$20,000	2%	$    400 
	31-60	12,000	4%	480
	61-90	5,000	5%	250
	91-120	3,000	10%	300
	Over 120	  10,000	50%	  5,000
	Totals	$50,000		$6,430
Allowance for
Doubtful Accounts
		1,735	Balance at Dec. 31, 2017
200		100
400			Write-offs and recovery
350			
800
		85	Balance before adjustment
		6,345	Adjustment needed
		6,430	Balance needed at Dec. 31, 2018
	Dec. 31	Bad Debt Expense	6,345	
			Allowance for Doubtful Accounts		6,345
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1. 	Note Receivable – Baron Cabinet Ltd.	12,000
		Account Receivable – Baron Cabinet Ltd.		12,000
	To record conversion of account receivable to 12-month, 12% note receivable.
2.	No entry is required. Accrued interest was paid on December 31.
3. 	Cash				10,600
		Note Receivable – Baron Cabinet Ltd.		10,000
		Interest Earned			600
	To record collection of the February portion of Baron Cabinet Ltd. note receivable and interest for one month ($60,000 x 12% x 1/12 mo. = $600)
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