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Accounting for the Sale of Goods
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1. A company providing a service holds no inventory for resale. A company that sells goods must match the cost of the goods sold with the revenue the sales generate. The income statement will show this. This includes the calculation of gross profit—the difference between sales and cost of goods sold. A service business income statement would not show these items.
2. Gross profit results from deducting cost of goods sold from sales. For example, if a vehicle is sold for $16,000 but cost $12,000, the gross profit calculation would be
	Sales			$16,000
	Cost of Goods Sold	 	  12,000
	Gross Profit	  	   4,000

The gross profit on the sale is $4,000. The gross profit percentage is $4,000/16,000 or 25 per cent. That is for every $1 of sales, the business earns $.25 on average to cover other expenses.
3. In a perpetual inventory system, the Merchandize Inventory and Cost Of Goods Sold accounts in the general ledger are updated immediately when a purchase or sale of goods occurs.
4. When merchandize inventory is purchased, the cost is recorded in a Merchandize Inventory general ledger account. 
5. The amount of a purchase allowance is recorded as a credit to the Merchandize Inventory account and a debit to Accounts Payable (or Cash if the account has been paid and a cheque received.)
6. The term “1/15, n30” means that the amount owing must be paid within 30 days (‘n’ = net). However, if cash payment is made within 15 days, the purchase price will be reduced by 1%.
7. A purchase discount is recorded at the time of payment. Accounts Payable is debited for the full amount. Cash is credited for the net payment (full amount owing minus the purchase discount). Merchandize inventory is credited for the amount of the purchase discount.
8. The sale of merchandize inventory is recorded with two entries: 
a. recording the sale by debiting Cash or Accounts Receivable and crediting Sales, and
b. recording the cost of the sale by debiting Cost of Goods Sold and crediting Merchandize Inventory.


Concept Self-check continued
9. When a sales return occurs, the sales and related cost of goods sold recorded in the general ledger are reversed, since the goods are returned to inventory. 
10. A sales discount is a reduction in sales amounts when a customer pays within a certain time period. Cash is debited for the net amount (amount receivable less sales discount). Accounts Receivable is credited for the full amount. Sales Discounts is debited for the amount of the discount. This account is netted against Sales on the income statement.
11. Usually, a physical count of inventory is conducted at the fiscal year-end and valued. This amount is then compared to the Merchandize Inventory account balance in the general ledger. These should agree, unless inventory has been lost for some reason. This discrepancy is called shrinkage. To adjust for shrinkage, Merchandize Inventory is credited and Cost of Goods Sold is debited.
12. Purchases, purchase discounts and allowances, transportation expenses to deliver goods to the merchandizer, and shrinkage are recorded in the Merchandize Inventory general ledger account under the perpetual inventory system.
13. All items with credit balances are still closed to the Income Summary for a merchandizing company. In a service company, usually this closing entry only includes the Revenue general ledger account. In a merchandizing company, Purchase Returns and Allowances and Purchase Discounts, as well as Sales, will also be closed to the Income Summary, as these all have normal credit balances. Additional accounts with normal debit balances also need to be closed to the Income Summary in a merchandizing company. These include Sales Discounts and Sales Returns and Allowances under a perpetual inventory system.
14. The classified multiple-step income statement shows expenses by both function and nature. The broad categories that show expenses by function include operating expenses, selling expenses, general and administrative expenses, and income taxes. Within each of these categories, the nature of expenses is disclosed such as sales salaries, advertizing, depreciation, supplies, and insurance. 
15. Rent revenue, interest and dividends earned, and gains on the sale of property, plant, and equipment are reported under Other Revenues and Expenses because these types of revenue are usually not part of normal operations. Interest expense can also be listed under Other Revenues and Expenses because it does not result from operating activities; it is a financing activity because it is associated with the borrowing of money. Other examples of non-operating expenses include losses on the sale of property, plant, and equipment.


Concept Self-check continued
16. The perpetual inventory system records all transactions affecting the statement of financial position item Merchandize Inventory at the point that these are incurred. These expenditures’ include purchases, import duties, discounts and allowances for damage and returns, transportation and handling costs necessary to prepare goods for sale, and subsequent sales of merchandize to customers. The periodic inventory system records all these types of transactions as income statement items. The Merchandize Inventory account is adjusted only at the end of the accounting year. A physical count of goods on hand is conducted, the goods are valued and the Merchandize Inventory account is adjusted accordingly. The advantage of the perpetual inventory system is its relative simplicity and lower administrative costs. The advantage of the perpetual inventory system is that it provides a more accurate inventory valuation at all times. It can be used to compare recorded and actual inventory items on hand at year-end to determine if there are discrepancies due to theft, for instance.
17. The contra accounts associated with Purchases are
a.	Purchase returns and Allowances, which accumulates goods returned to suppliers because of some defect or error; and
b.	Purchase discounts, which accumulates discounts taken when payment is made within a specified discount period.
18. Cost of goods available for sale is calculated by taking opening inventory (counted and valued at the prior period-end), adding the balance from the Purchases account in the, deducting Purchase Returns and Allowances and Purchase Discounts balances, and adding the Transportation-In balance from their general ledger accounts.
19. Cost of goods sold is calculated by taking cost of goods available for sale (see #18 above), and deducting ending inventory (counted and valued at the period-end).
20. Ending inventory is recorded in the accounts of a merchandizer through closing entries. The opening balance in the Merchandizing Inventory (statement of financial position) account is credited and the Income Summary account debited. The ending inventory is counted and valued. This amount is then recorded by debiting the Merchandize Inventory account in the general ledger and crediting the Income Summary account.
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1. 
	
	
	2021
	
	2020
	
	2019
	
	2018

	Sales
	
	$10,000
	
	$9,000
	
	$8,000
	
	$7,000

	Cost of Goods Sold
	
	7,500
	
	6,840
	
	6,160
	
	b 5,460 

	Gross Profit
	
	2,500
	
	2,160
	
	1,840
	
	a $1,540

	Gross Profit Percentage
	
	25%
	
	24%
	
	23%
	
	22%


a $7,000 x .22 = $1,540
b $7,000 – 1,540 = $5,460
2. Gross profit percentages are increasing steadily each year, as are sales. These are healthy trends.
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	Reber Corp.
	General Journal
	
	Date
	2018	Description	F	Debit	Credit
	
	Jul. 6	Merchandize Inventory	150	600
			Accounts Payable	210		600
		To record purchase of inventory on account.

	9	Accounts Payable	210	200
			Merchandize Inventory	150		200
		To record returns made on goods purchased.

	15	Accounts Payable	210	400
			Cash	101		396
			Purchase Discounts	559		4
		To record payment made within discount period 
		[($600 – 200) x 1% = $4]. 
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CP 5–3
	Boucher Ltd.
	General Journal
	
Date
	2017	Description	F	Debit	Credit
	
	Jun. 1	Merchandize Inventory	150	1,200
			Accounts Payable	210		1,200
		To record inventory purchase.

	3	Accounts Receivable	110	1,500
			Sales	500		1,500
		Cost of Goods Sold	570	1,200
			Merchandize Inventory	150		1,200
		To record sale to Wright Inc.: terms 2/10, net 30.

	8	Sales Returns and Allowances	508	800
			Accounts Receivable	110		800
		Merchandize Inventory	150	600
			Cost of Goods Sold	570		600
		To record merchandize returned.

	13	Sales Discounts	509	14
		Cash	101	686
			Accounts Receivable	110		700
		To record payment received and discount taken
		[($1,500 – 800) x 2% = $14].
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CP 5–4
1.	 Horne Inc.:
		May	5	Accounts Receivable	4,000
				Sales		4,000
				Cost of Goods Sold	2,500
					Merchandize Inventory		2,500
				To record sale on account to Sperling.
		May	7	Sales Returns and Allowances	500
				Accounts Receivable		500
				Merchandize Inventory	300
				Cost of Goods Sold		300
				To record return of items from Sperling.
		May	15	Cash	3,430
			Sales Discounts	70
				Accounts Receivable		3,500
				To record payment by Sperling: discount applied.
		Dec. 31	Cost of Goods Sold	100
					Merchandize Inventory		100
To adjust the Merchandize Inventory account at year-end to physical count ($3,000 – 2,500 + 300 = $800 per records - $700 per count = $100 adjustment needed for shrinkage.)
2.	 Sperling Renovations Ltd:
		May	5	Merchandize Inventory	4,000
			 	Accounts Payable		4,000
				To record purchase on account from Horne.
		May	7	Accounts Payable	500
				Merchandize Inventory		500
				To record return of merchandize to Horne.
		May	15	Accounts Payable	3,500
			Merchandize Inventory	70
				Cash		3,430
				To record payment to Horne: discount taken.



CP 5–5
1. 
	Smith Corp.
Income Statement
For the Year Ended June 20, 2018

	Sales
Less:  Sales returns and allowances
	

	

	

	$72,000
(2,000)

		Net sales
	
	
	
	70,000

	Cost of goods sold
	
	
	
	50,000

	Gross profit 
	
	
	
	20,000

	Selling expenses
	
	
	
	

		Advertizing
	
	$1,500
	
	

		Commissions
	
	4,000
	
	

		Delivery
	
	1,000
	
	

		Insurance
	
	1,000
	
	

		Rent
	
	2,500
	
	

		Salaries
	
	5,000
	
	15,000

	Net income
	
	
	
	$ 5,000


2. Gross profit percentage = $20,000/70,000 = 28.6%
CP 5–6
	(a)

	Dec. 31
	Sales
	500
	72,000
	

	
		Income Summary
	360
	
	72,000

	
	To close all income statement accounts with credit balances to the Income Summary account.



	(b)

	Dec. 31
	Income Summary
	360
	67,000
	

	
		Advertizing Expense
	610
	
	1,500

	
		Commissions Expense
	615
	
	4,000

	
		Cost of Goods Sold
	570
	
	50,000

	
		Delivery Expense
	620
	
	1,000

	
		Insurance Expense
	631
	
	1,000

	
		Rent Expense
	654
	
	2,500

	
		Salaries Expense
	656
	
	5,000

	
		Sales Returns and Allowances
	508
	
	2,000

	
	To close all income statement accounts with debit balances to the Income Summary and remove opening inventory from the Merchandize Inventory account.



	(c)

	Dec. 31
	Income Summary
	360
	5,000
	

	
		Retained Earnings
	340
	
	5,000

	
	To close the Income Summary account to the Retained Earnings account.
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CP 5–7
Opening Inventory + Purchases + Transportation-In = Cost of Goods Available 
Cost of Goods Available - Ending Inventory = Cost of Goods Sold
A.	? + $1,415 + $25 = $1,940
	Opening Inventory = $500
	$1,940 = $340 = ?
	Cost of Goods Sold = $1,600
B.	$184 + ? + $6 = $534
	Purchases = $344
	$534 - $200 = ?
	Cost of Goods Sold = $334
C.	$112 + $840 + $15 = ?
	Cost of Goods Available = $967
	$967 - $135 = ? 
	Cost of Goods Sold = $832
D.	$750 + $5,860 + ? = $6,620
	Transportation-In = $10
	$6,620 - ? = $5,740
	Ending Inventory = $880
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	Opening inventory
	
	
	
	
	$   375

	Purchases
	
	
	
	$2,930
	

	Purchase discounts
	
	
	(5)
	

	Purchase returns and allowances
	
	
	(20)
	

	Transportation-in
	
	
	105
	

	Goods available for sale
	
	
	
	
	53,010

	Less: Ending inventory
	
	
	
	5   
	(440)

	Cost of goods sold
	
	
	
	
	$2,945





CP 5–9
1. 
	
	
	A
	
	B
	
	C
	
	D

	Sales (a)
	
	$300
	
	$150
	
	$300 8
	
	$ 90

	Opening Inventory
	
	80 1
	
	40
	
	40
	
	12

	Purchases
	
	240
	
	120 6
	
	220 7
	
	63

	Cost of Goods Available
	
	320
	
	160 5
	
	260
	
	75 9

	Less: Ending Inventory
	
	(120) 3
	
	(60)
	
	(60)
	
	(15)

	Cost of Goods Sold
	
	200 2
	
	100
	
	200
	
	60

	Gross Profit (b)
	
	$100
	
	$  50 4
	
	$100
	
	$ 30 10

	Gross Profit percentage (a/b)
	
	33%
	
	33%
	
	33%
	
	33%


1 $320 – 240 = $80	2 $300 – 100 = $200
3 $320 – 200 = $120	4 $150 – 100 = $50
5 $100 + 60 = $160	6 $160 – 40 = $120
7 $260 – 40 = $220	8 $100 + 200 = $300
9 $12 + 63 = $75	10 $90 – 60 = $30
2. All the companies have the same gross profit percentage. It is difficult to differentiate performance on this basis alone.

CP 5–10

1. 
Mohan Corp.
Income Statement
For the Year Ended December 31, 2018
Sales			$25,000
Less: 	Sales discounts		 (400)
			Sales returns and allowances		  (2,000)
	Net sales				22,600
	Cost of goods sold
		Purchases		$20,000)
		Purchase returns and allowances	(1,000)
		Purchase discounts	(300)
		Transportation-in	     500
		Cost of goods available for sale	19,200
		Less: Ending inventory	 (7,900)
	Cost of goods sold		  11,300)
	Gross profit			$11,300)

2. Gross profit percentage = $11,300/$22,600 = 50%



CP 5–11
1. 
	O’Donnell Corp.
Income Statement
For the Year Ended June 30, 2018

	Sales
Less:  Sales returns and allowances
	

	

	

	$72,000
(2,000)

		Net sales
	
	
	
	70,000

	Cost of goods sold
	
	
	
	

		Opening inventory
	
	$   6,000
	
	

		Purchases
	
	35,000
	
	

		Purchase returns and allowances
	
	(2,000)
	
	

		Transportation-in
	
	1,000
	
	

		Cost of goods available for sale
	
	40,000
	
	

			Less: Ending inventory
	
	(10,000)
	
	

		Cost of goods sold
	
	
	
	30,000

	Gross profit
	
	
	
	40,000

	Selling expenses
	
	
	
	

		Advertizing
	
	1,500
	
	

		Commissions
	
	4,000
	
	

		Delivery
	
	1,000
	
	

		Insurance
	
	1,000
	
	

		Rent
	
	2,500
	
	

		Salaries
	
	5,000
	
	15,000

	Net income
	
	
	
	$25,000


2. Gross profit percentage = $40,000/70,000 = 57.1%



CP 5–12
	(a)

	Dec. 31
	Merchandize Inventory (ending)
	150
	10,000
	

	
	Sales
	500
	72,000
	

	
	Purchase Returns and Allowances
	558
	2,000
	

	
		Income Summary
	360
	
	84,000

	
	To close all income statement accounts with credit balances to the Income Summary account and record ending inventory balance.



	(b)

	Dec. 31
	Income Summary
	360
	59,000
	

	
		Merchandize Inventory (opening)
	150
	
	6,000

	
		Advertizing Expense
	610
	
	1,500

	
		Commissions Expense
	615
	
	4,000

	
		Delivery Expense
	620
	
	1,000

	
		Insurance Expense
	631
	
	1,000

	
		Purchases
	550
	
	35,000

	
		Rent Expense
	654
	
	2,500

	
		Salaries Expense
	656
	
	5,000

	
		Sales Returns and Allowances
	508
	
	2,000

	
		Transportation-In
	560
	
	1,000

	
	To close all income statement accounts with debit balances to the Income Summary and remove opening inventory from the Merchandize Inventory account.



	(c)

	Dec. 31
	Income Summary
	360
	15,000
	

	
		Retained Earnings
	340
	
	15,000

	
	To close the Income Summary account to the Retained Earnings account.
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CP 5–13
1. Sherman Stores Ltd:
	Oct.	8	Purchases	2,800
				Accounts Payable		2,800
			12	Accounts Payable	800
				Purchase Returns and Allowances		800
	a.	Paid on Oct. 8:
	Oct.	8	Accounts Payable	2,800
				Purchase Discounts		28
				Cash		2,772
	b.	Paid on Oct. 25:
	Oct.	25	Accounts Payable	2,000
				Cash		2,000
2.	Morris Wholesalers Corp.:
	Oct.	8	Accounts Receivable	2,800
				Sales		2,800
			12	Sales Returns and Allowances	800
				Accounts Receivable		800
	a.	Received payment on Oct. 18:
	Oct.	18	Cash	2,772
			Sales Discounts	28
				Accounts Receivable		2,800
	b.	Received payment on Oct. 25:
	Oct.	25	Cash	2,000
				Accounts Receivable		2,000
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1. 
	Salem Corp.
	General Journal		Page 1
	Date
	2018	Description	  F	Debit	Credit
	
	Jul. 2	Cash			101	5,000
			Share Capital		320	5,000
		To record the issue of shares to George Salem.

	2	Merchandize Inventory		150	3,500
			Accounts Payable		210	3,500
		To record purchases on credit 2/10, n/30, from Blic Pens, Ltd.

	2	Accounts Receivable		110	2,000
			Sales		500	2,000
		Cost of Goods Sold		570	1,200
			Merchandize Inventory		150	1,200
		To record sale to Spellman Chair Rentals, Inc. 2/10, n/30.

	3	Rent Expense		654	500
			Cash		101	500
		To record July rent payment.

	5	Equipment		183	1,000
			Cash		101	1,000
		To record purchase of equipment from Easton Furniture Ltd.

	8	Cash			101	200
			Sales		500	200
		Cost of Goods Sold		570	120
			Merchandize Inventory		150	120
		To record sale and receipt of cash from Ethan Matthews Furniture Ltd.

	8	Merchandize Inventory		150	2,000
			Accounts Payable		210	2,000
		To record purchases on credit 2/15, n/30, from Shaw
		Distributors, Inc.

	9	Cash			101	1,960
		Sales Discount		509	40
			Accounts Receivable		110	2,000
		To record receipt of amount due from Spellman Chair Rentals, Inc.

	10	Accounts Payable		210	3,500
			Cash		101	3,430
			Merchandize Inventory		150	70
		To record payment to Blic Pens Ltd.

	10	Merchandize Inventory		150	200
			Accounts Payable		210	200
		To record purchases on credit n/30, from Peel Products, Inc.



P 5–1 continued
	Salem Corp.
	General Journal		Page 2
	Date
	2018	Description	  F	Debit	Credit
	
	July 15	Accounts Receivable		110	2,000
			Sales		500	2,000
		Cost of Goods Sold		570	1,300
			Merchandize Inventory		150	1,300
		To record sale to Eagle Products Corp. 2/10, n/30.

	15	Merchandize Inventory		150	1,500
			Accounts Payable		210	 	1,500
		To record purchases on credit 2/10, n/30, from Bevan Door, Inc.

	15	Accounts Payable		210	100
			Merchandize Inventory		150		100
		To record credit note from Shaw Distributors Inc.

	16	Sales Returns and Allowances		508	200
			Accounts Receivable		110		200
		Merchandize Inventory		150	150
			Cost of Goods Sold		570		150
		To record credit note issued to Eagle Products Corp.

	20	Accounts Receivable		110	3,500
			Sales		500		3,500
		Cost of Goods Sold		570	2,700
			Merchandize Inventory		150	2,700
		To record sale to Aspen Promotions, Ltd. 2/10, n/30.

	20	Accounts Payable		210	950
			Cash		101		931
			Merchandize Inventory		150		19
		To record payment of half of the amount due to Shaw
		Distributors Inc.

	24	Cash			101	882
		Sales Discounts		509	18
			Accounts Receivable		110		900
		To record receipt of half of the amount due from Eagle Products Corp.

	24	Accounts Payable		210	1,500
			Cash		101		1,470
			Merchandize Inventory		150		30
		To record payment made to Bevan Door, Inc.

	26	Accounts Receivable		110	600
			Sales		500		600
		Cost of Goods Sold		570	400
			Merchandize Inventory		150	400
		To record sale to Longbeach Sales, Ltd. for terms 2/10, n/30.



P 5–1 continued
	Salem Corp.
	General Journal		Page 3
	Date
	2017	Description	  F	Debit	Credit

	26	Merchandize Inventory		150	800
			Accounts Payable		210		800
		To record purchase from Silverman Co. for terms 2/10, n/30.

	31	Merchandize Inventory		150	350
			Cash		101		350
		To record payment to Speedy Transport Co. for July.
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2. The unadjusted ending inventory balance at July 31 is $2,561, calculated as follows:
	Merchandize Inventory

	July 2
	3,500
	
	1,200
	July 2

	8
	2,000
	
	120
	8

	10
	200
	
	70
	10

	15
	1,500
	
	1,300
	15

	16
	150
	
	100
	15

	26
	800
	
	2,700
	20

	31
	350
	
	19
	24

	
	
	
	30
	24

	
	
	
	400
	26

	
	8,500
	
	5,939
	

	Unadj. Bal.
	2,561
	
	
	

	
	
	
	161
	Adj. needed

	Adj. Bal.
	2,400
	
	
	




	Salem Corp.
	General Journal	Page 3
Date
2018					Adjusting Entry				  F	Debit	Credit

	July 31	Cost of Goods Sold		570	161
			Merchandize Inventory		150		161
		To record shrinkage and adjust ending inventory to July 31 count.


P 5–2
1. Randall Sales Corp.
	General Journal		Page 1
	Date
	2018	Description	 F	Debit	Credit
	
	May 1	Cash			101	2,000
			Share Capital		320		2,000
		To record the issue of shares to Harry Randall.

	1	Cash			101	10,000
			Bank Loan		201		10,000
		To record receipt of a demand loan from First Chance Bank.

	1	Prepaid Rent		162	1,500
			Cash		101		1,500
		To record payment of rent for May, June, and July to Viva Corp.

	1	Equipment		183	5,000
			Cash		101		5,000
		To record payment to Avanti Equipment, Ltd.

	1	Merchandize Inventory		150	5,000
			Accounts Payable		210		5,000
		To record purchases from Renaud Wholesalers, Ltd. for terms 2/10, n/30.

	1	Accounts Receivable		110	2,500
			Sales		500		2,500
		Cost of Goods Sold		570	1,700
			Merchandize Inventory		150		1,700
		To record sale to North Vancouver Distributors for terms 2/10, n/30.

	2	Merchandize Inventory		150	1,800
			Accounts Payable		210		1,800
		To record purchase from Lilydale Products, Ltd. for terms n/30.

	2	Accounts Receivable		110	2,000
			Sales		500		2,000
		Cost of Goods Sold		570	1,400
			Merchandize Inventory		150		1,400
		To record sale to Tarrabain Sales, Inc. for terms 2/10, n/30.

	3	Cash			101	500
			Sales		500		500
		To record sale to Smith Weston Ltd.

	5	Prepaid Insurance		161	1,200
			Cash		101		1,200
		To record payment to All West Insurance, Inc. for a one–year policy.
	5	Accounts Receivable		110	1,000
			Sales		500		1,000
		Cost of Goods Sold		570	700
			Merchandize Inventory		150		700
		To record sale to Trent Stores Corporation for terms 2/10, n/30.


P 5–2 continued
	Randall Sales Corp.
	General Journal	Page 2
	Date
	2018	Description	 F	  Debit	Credit
	
May 	6	Sales Returns and Allowances		508	500
			Accounts Receivable		110		500
		Merchandize Inventory		150	300
			Cost of Goods Sold				300
		To record the issue of a credit note to Tarrabain Sales Inc..

	8	Accounts Payable		210	300
			Merchandize Inventory		150		300
		To record credit memo received from Renaud Wholesalers
		Ltd. for defective merchandize returned.

	8	Merchandize Inventory		150	2,800
			Accounts Payable		210		2,800
		To record purchases from Pinegrove Novelties, Ltd. for terms 2/15, n/30.

	9	Cash			101	2,450
		Sales Discounts		509	50
			Accounts Receivable		110		2,500
		To record amount received from North Vancouver Distributors.

	9	Accounts Payable		210	1,700
			Cash		101		1,666
			Merchandize Inventory		150		34
		To record payment to Renaud Wholesaler Corp.
		(2,000 - 300 = 1,700)

	10	Accounts Receivable		110	400
			Sales		500		400
		Cost of Goods Sold		570	250
			Merchandize Inventory		150		250
		To record sale to Eastern Warehouse for terms 2/10, n/30.

	11	Cash			101	1,470
		Sales Discounts		509	30
			Accounts Receivable		110		1,500
		To record receipt from Tarrabain Sales Inc. after 2% discount taken.

	13	Merchandize Inventory		150	100
			Cash		101		100
		To record payment to Fast Delivery Corporation.

	15	Merchandize Inventory		150	1,500
			Accounts Payable		210		1,500
		To record purchase from James Bay Distributors Inc. for terms 2/10, n/30.

P 5–2 continued
	Randall Sales Corp.
	General Journal		Page 3
	Date
	2018	Description	 F	 Debit	  Credit
	
	May 15	Accounts Receivable		110	1,500
			Sales		500		1,500
		Cost of Goods Sold		570	1,100
			Merchandize Inventory		150		1,100
		To record sale to Ransom Outlets Inc. for terms 2/10, n/30.

	15	Commissions Expense		615	500
			Cash		101		500
		To record payment to Yvonne Smith for sales invoices 1, 2, and 3.

	19	Accounts Payable		210	1,800
			Cash		101		1,800
		To record payment to Lilydale Products Inc.

	19	Merchandize Inventory		150	1,200
			Accounts Payable		210		1,200
		To record purchase from Midlife Stores Corp. for terms 1/10, n/30.

	22	Merchandize Inventory		150	600
			Accounts Payable		210		600
		To record purchase from Speedy Sales Co. for terms n/30.

	22	Accounts Payable		210	2,800
			Cash		101		2,744
			Merchandize Inventory		150		56
		To record payment to Pinegrove Novelties Inc.

	24	Merchandize Inventory		150	150
			Cash		101		150
		To record payment to In Transit Corporation.

	25	Accounts Receivable		110	900
			Sales		500		900
		Cost of Goods Sold		570	650
			Merchandize Inventory		150		650
		To record sale to Timmins Centres Ltd. for terms 2/10, n/30.

	26	Cash			101	1,000
			Accounts Receivable		110		1,000
		To record receipt from Trent Stores Corporation.

	27	Delivery Expense		620	200
			Cash		101		200
		To record payment to Intown Deliveries Ltd.

	
P 5–2 continued
Randall Sales Corp.
	General Journal		Page 4
Date
	2018	Description	  F	Debit	Credit

	May 28	Cash		101	300
			Sales		500		300
		Cost of Goods Sold		570	250
			Merchandize Inventory		150		250
		To record sale to Betty Regal.

	28	Purchases		500	200
			Cash		101		200
		To record purchase from Joe Balla Sales Inc.

	28	Accounts Receivable		110	900
			Sales		500		900
		Cost of Goods Sold		570	700
			Merchandize Inventory		150		700
		To record sale to Sault Rapids Corp. for terms 2/10, n/30.

	29	Merchandize Inventory		150	100
			Accounts Payable		210		100
		To record purchase from Amigos Inc.
	
	29	Delivery Expense		620	300
			Cash		101		300
		To record payment to Intown Deliveries Ltd.

	29	Advertizing Expense		610	400
			Cash		101		400
		To record payment for May to Main Force Advertizing Agency.

	29	Utilities Expense		676	100
			Cash		101		100
		To record payment to State Hydro for electricity.

	29	Commissions Expense		615	350
			Cash		101		350
		To record payment to Yvonne Smith for sales invoices 4, 5, 6, and 7.

	30	Cash		101	1,000
			Accounts Receivable		110		1,000
		To record payment received from Ransom Outlets Inc.

	31	Accounts Payable		210	700
			Cash		101		700
		To record payment to Midlife Stores Corp.



P 5–2 continued
	Randall Sales Corp.
	General Journal		Page 5


	2018		Adjusting Entries			Debit	Credit

May 	31	Rent Expense		165	500
			Prepaid Rent		162		500
		To record expiration of May prepaid rent.

	31	Insurance Expense		631	100
			Prepaid Insurance		161		100
		To record expiration of May prepaid insurance.

	31	Cost of Goods Sold		570	110
			Merchandize Inventory		150		110*
		To record shrinkage and ending inventory at May 31 per physical count as follows:
	Merchandize Inventory

	May 1
	5,000
	
	1,700
	May 1

	2
	1,800
	
	1,400
	2

	6
	300
	
	700
	5

	8
	2,800
	
	300
	8

	13
	100
	
	34
	9

	15
	1,500
	
	250
	10

	19
	1,200
	
	1,100
	15

	22
	600
	
	56
	22

	24
	150
	
	650
	25

	28
	200
	
	250
	28

	29
	100
	
	700
	28

	
	13,750
	
	7,140
	

	Unadj. Bal.
	6,610
	
	
	

	
	
	
	110
	*Adj. needed

	Adj. Bal.
	6,500
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1. 
	Whirlybird Products Inc.
General Ledger

	
	
	
	
	
	
	
	
	
	
	
	
	

	Retained
Earnings	No. 340
	
	
Sales	No. 510

	
	
	
	(c)
	
	5,000
	
	(a)
	37,800
	
	
	
	37,800

	
	
	
	
	
	
	
	Bal.
	-0-
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Income
Summary 	No. 360
	
	Sales Returns
& Allowances	No. 508

	(b)
	32,800
	
	(a)
	
	37,800
	
	
	690
	
	
	(b)
	690

	(c)
	5,000
	
	
	
	
	
	Bal.
	-0-
	
	
	
	

	Bal. 
	-0-
	
	
	
	
	
	
	
	
	
	
	

	
	
	

	
	
	Sales Discounts	No. 509

	
	
	
	
	
	
	
	
	310
	
	
	(b)
	310

	
	
	
	
	
	
	
	Bal.
	-0-
	
	
	
	

	
	
	

	
	
	Cost of Goods Sold	No. 570

	
	
	
	
	
	
	
	
	26,800
	
	
	(b)
	26,800

	
	
	
	
	
	
	
	Bal.
	-0-
	
	
	
	

	
	
	

	
	
	Salaries Expense	No. 656

	
	
	
	
	
	
	
	
	5,000
	
	
	(b)
	5,000

	
	
	
	
	
	
	
	Bal.
	-0-
	
	
	
	



2. Gross profit = $37,800 – 690 – 310 – 26,800 = $10,000.
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1. 
	Southern Cross Corporation
	Income Statement
	For the Year Ended December 31, 2018

Sales		$100,000
Less: Sales returns and allowances		   10,000
Net sales		$90,000
	Cost of goods sold		   70,000
Gross profit		20,000
Other expenses
	Delivery	$2,000
	Office supplies	7,000
	Salaries	4,000	   13,000
Net income		$  7,000

2. 
	Southern Cross Corporation
	General Journal
 Date
  2018	 			Closing Entries	F	Debit	Credit
				(a)
Dec. 31		Sales		500	100,000
			Income Summary		360		100,000
		To close accounts with credit balances to the Income Summary.

				(b)
Dec 31		Income Summary		360	93,000
			Sales Returns and Allowances		508		10,000
			Cost of Goods Sold		570		70,000
			Delivery Expense		620		2,000
			Office Supplies Expense		650		7,000
			Salaries Expense		656		4,000
		To close accounts with debit balances to the Income Summary.

				(c)
Dec. 31		Income Summary		360	7,000
			Retained Earnings		340		7,000
		To close Income Summary account to the Retained Earnings account.
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1. 
	Acme Automotive Inc.
	General Journal
	Date
	2017	Description	F 	Debit 	Credit
	a.	Dec. 31	Accounts Receivable	110	1,000
				Sales	500		1,000
			Cost of Goods Sold	570	700
				Merchandize Inventory	150		700
			To accrue amounts receivable at year-end.

	b.	31	Unused Office Supplies	170	100
				Office Supplies Expense	650		100
			To adjust supplies still on hand at year-end to count.

	c.	31	Telephone Expense	669	460
				Accounts Payable	210		460
			To accrue amount owing at year-end. 

	d.	31	Cost of Goods Sold	570	2,300
				Merchandize Inventory	150		2,300
			To record shrinkage and adjust ending inventory balance 
			to physical count as follows:
 
	Merchandize Inventory

	Unadj. Bal.
	56,000
	
	700
	(a)

	
	55,300
	
	
	

	
	
	
	2,300
	Adj. needed

	Adj. Bal.
	53,000
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2. 
	Acme Automotive Inc.
Income Statement
For the Year Ended December 31, 2017


	Sales
	
	
	
	$101,000

	Less: 	Sales returns and allowances
	
	
	
	(1,500)

		Sales discounts
	
	
	
	(500)

	Net sales
	
	
	
	99,000

	Cost of goods sold
	
	
	
	37,000

	Gross profit
	
	
	
	62,000

	Operating expenses
	
	
	
	

		Selling
	
	
	
	

			Advertizing
	
	$1,700
	
	

			Commissions
	
	4,800
	
	

			Delivery
	
	650
	
	

			Rent
	
	1,950
	
	

				Total selling
	
	9,100
	
	

		General and administrative
	
	
	
	

		Insurance
	
	450
	
	

		Office supplies
	
	150
	
	

		Telephone
	
	760
	
	

		Utilities
	
	290
	
	

				Total general and administrative
	
	1,650
	
	

		Total operating expenses
	
	
	
	10,750

	Income from operations
	
	
	
	51,250

		Interest
	
	
	
	600

	Income before income taxes
	
	
	
	50,650

		Income taxes
	
	
	
	2,400

	Net income
	
	
	
	$48,250



	Acme Automotive Inc.
Statement of Changes in Equity
For the Year Ended December 31, 2017


	
	Share capital
	
	Retained earnings
	
	Total
equity

	Balance, Jan. 1
	$2,000
	
	$     600
	
	$   2,600

	Net income
	
	
	48,250
	
	48,250

	Balance, Dec. 31
	$2,000
	
	$48,850
	
	$50,850
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	Acme Automotive Inc.
Statement of Financial Position
At December 31, 2017


	Assets

	Current
	
	
	
	

		Cash
	
	
	
	$     750

		Accounts receivable
	
	
	
	13,000

		Merchandize inventory
	
	
	
	53,000

		Unused supplies
	
	
	
	100

			Total current
	
	
	
	66,850

	Equipment
	
	
	
	4,400

	Total assets
	
	
	
	$71,250

	Liabilities

	Current
	
	
	
	

		Bank loan
	
	
	
	$ 5,000

		Accounts payable
	
	
	
	13,000

		Income taxes payable
	
	
	
	2,400

			Total liabilities
	
	
	
	20,400

	Shareholders’ Equity

	Share capital
	
	2,000
	
	

	Retained earnings
	
	48,850
	
	50,850

	Total liabilities and share. equity
	
	
	
	$71,250
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3. 
	Acme Automotive Inc.
	General Journal
Date
2017				Description	  F	Debit	Credit
	
				Closing Entries

  e.	Dec. 31	Sales			500	101,000
			Income Summary		360		101,000
		To close all credit balance accounts to the Income Summary account.

  f.	        31	Income Summary		360	52,750
			Sales Returns and Allowances		508		1,500
			Sales Discounts		509		500
			Cost of Goods Sold		570		37,000
			Advertizing Expense		610		1,700
			Commissions Expense		615		4,800
			Delivery Expense		620		650
			Insurance Expense		631		450
			Interest Expense		632		600
			Office Supplies Expense		650		150
			Rent Expense		654		1,950
			Telephone Expense		669		760
			Utilities Expense		676		290
			Income Taxes Expense		830		2,400
		To close all debit balance accounts to the Income Summary account.

  g. 	       31	Income Summary		360	48,250
			Retained Earnings		340		48,250
		To close the Income Summary account to the Retained Earnings account.
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	Providence Corp.
	General Journal		Page 1
	Date
	2018	Description	  F	Debit	Credit
	
	Jul. 2	Cash			101	5,000
			Share Capital		320	5,000
		To record the issue of shares to Pam Providence.

	2	Purchases		550	3,500
			Accounts Payable		210	3,500
		To record Purchases on credit 2/10, n/30, from Blic Pens Ltd.

	2	Accounts Receivable		110	2,000
			Sales		500	2,000
		To record sale to Spellman Chair Rentals Inc. 2/10, n/30.

	3	Rent Expense		654	500
			Cash		101	500
		To record July rent payment.

	5	Equipment		183	1,000
			Cash		101	1,000
		To record purchase of equipment.

	8	Cash			101	200
			Sales		500	200
		To record receipt of cash from Ethan Matthews Furniture Ltd.

	8	Purchases		550	2,000
			Accounts Payable		210	2,000
		To record Purchases on credit 2/15, n/30, from Shaw
		Distributors Inc.

	9	Cash			101	1,960
		Sales Discount		509	40
			Accounts Receivable		110	2,000
		To record receipt of amount due from Spellman Chair Rentals Inc.

	10	Accounts Payable		210	3,500
			Cash		101	3,430
			Purchase Discounts		559	70
		To record payment to Blic Pens Ltd.

	10	Purchases		550	200
			Accounts Payable		210	200
		To record Purchases on credit n/30, from Peel Products Inc.

	15	Accounts Receivable		110	2,000
			Sales		500	2,000
		To record sale to Eagle Products Corp. 2/10, n/30.
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	Providence Corp.
	General Journal		Page 2
	Date
	2018	Description	  F	Debit	Credit
	
July 15		Purchases		550	1,500
			Accounts Payable		210	 	1,500
		To record purchases on credit 2/10, n/30, from Bevan Door Inc.
	15	Accounts Payable		210	100
			Purchase Returns and Allowances		558		100
		To record credit note from Shaw Distributors Inc.
	16	Sales Returns and Allowances		508	200
			Accounts Receivable		110		200
		To record credit note issued to Eagle Products Corp.
	20	Accounts Receivable		110	3,500
			Sales		500		3,500
		To record sale to Aspen Promotions Ltd. 2/10, n/30.
	20	Accounts Payable		210	950
			Cash		101		931
			Purchase Discounts		559		19
		To record payment of half of the amount due to Shaw
		Distributors Inc.
	24	Cash			101	882
		Sales Discounts		509	18
			Accounts Receivable		110		900
		To record receipt of half of the amount due from Eagle Products Corp.
	24	Accounts Payable		210	1,500
			Cash		101		1,470
			Purchase Discounts		559		30
		To record payment made to Bevan Door Inc.
	26	Accounts Receivable		110	600
			Sales		500		600
		To record sale to Longbeach Sales Ltd. for terms 2/10, n/30.
	26	Purchases		550	800
			Accounts Payable		210		800
		To record purchase from Silverman Co. for terms 2/10, n/30.
	31	Transportation-In		560	350
			Cash		101		350
		To record payment to Speedy Transport Co. for July.
	31	No entry is made to record inventory on hand until closing entries
		are made.
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	Robert Sales Corp.
	General Journal		Page 1
	Date
	2018	Description	 F	Debit	Credit
	
	May 1	Cash			101	2,000
			Share Capital		320		2,000
		To record the issue of shares to Rob Robert.

	1	Cash			101	10,000
			Bank Loan		201		10,000
		To record receipt of a demand loan from First Chance Bank.

	1	Prepaid Rent		162	1,500
			Cash		101		1,500
		To record payment of rent for May, June, and July.

	1	Equipment		183	5,000
			Cash		101		5,000
		To record payment to Avanti Equipment Ltd.

	1	Purchases		550	5,000
			Accounts Payable		210		5,000
		To record purchases from Renaud Wholesalers Ltd. for terms 2/10, n/30.

	1	Accounts Receivable		110	2,500
			Sales		500		2,500
		To record sale to North Vancouver Distributors for terms 2/10, n/30.

	2	Purchases		550	1,800
			Accounts Payable		210		1,800
		To record purchase from Lilydale Products Ltd. for terms n/30.

	2	Accounts Receivable		110	2,000
			Sales		500		2,000
		To record sale to Tarrabain Sales Inc. for terms 2/10, n/30.

	3	Cash			101	500
			Sales		500		500
		To record sale to Smith Weston Ltd.

	5	Prepaid Insurance		161	1,200
			Cash		101		1,200
		To record payment to All West Insurance Inc. for a one–year policy.
	5	Accounts Receivable		110	1,000
			Sales		500		1,000
		To record sale to Trent Stores Corporation for terms 2/10, n/30.
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	Robert Sales Corp.
	General Journal	Page 2
	Date
	2018	Description	 F	  Debit	Credit
	
May 	6	Sales Returns and Allowances		508	500
			Accounts Receivable		110		500
		To record the issue of a credit note to Tarrabain Sales Inc.
		for merchandize returned.
	8	Accounts Payable		210	300
			Purchase Returns and Allowances		558		300
		To record credit memo received from Renaud Wholesalers
		Corp. for defective merchandize returned.
	8	Purchases		550	2,800
			Accounts Payable		210		2,800
		To record purchases from Pinegrove Novelties Ltd. for terms 2/15, n/30.
	9	Cash		101	2,450
		Sales Discounts		509	50
			Accounts Receivable		110		2,500
		To record amount received from North Vancouver Distributors.
	9	Accounts Payable		210	1,700
			Cash		101		1,666
			Purchase Discounts		559		34
		To record payment to Renaud Wholesalers Ltd.
		(2,000 - 300 = 1,700)
	10	Accounts Receivable		110	400
			Sales		500		400
		To record sale to Eastern Warehouse for terms 2/10, n/30.
	11	Cash		101	1,470
		Sales Discounts		509	30
			Accounts Receivable		110		1,500
		To record receipt from Tarrabain Sales Inc. after 2% discount taken.
	13	Transportation-In		560	100
			Cash		101		100
		To record payment to Fast Delivery Corporation.
	15	Purchases		550	1,500
			Accounts Payable		210		1,500
		To record purchase from James Bay Distributors Inc. for terms 2/10, n/30.
	15	Accounts Receivable		110	1,500
			Sales		500		1,500
		To record sale to Ransom Outlets Inc. for terms 2/10, n/30.
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	Robert Sales Corp.
	General Journal		Page 3
	Date
	2018	Description	 F	 Debit	  Credit
	
May	15	Commissions Expense		615	500
			Cash		101		500
		To record payment to Yvonne Smith for sales invoices 1, 2, and 3.

	19	Accounts Payable		210	1,800
			Cash		101		1,800
		To record payment to Lilydale Products Inc.

	19	Purchases		550	1,200
			Accounts Payable		210		1,200
		To record purchase from Midlife Stores Corp. for terms 1/10, n/30.

	22	Purchases		550	600
			Accounts Payable		210		600
		To record purchase from Speedy Sales Co. for terms n/30.

	22	Accounts Payable		210	2,800
			Cash		101		2,744
			Purchase Discounts		559		56
		To record payment to Pinegrove Novelties Inc.

	24	Transportation-In		560	150
			Cash		101		150
		To record payment to In Transit Corporation.

	25	Accounts Receivable		110	900
			Sales		500		900
		To record sale to Timmins Centres Ltd. for terms 2/10, n/30.

	26	Cash		101	1,000
			Accounts Receivable		110		1,000
		To record receipt from Trent Stores Corporation.

	27	Delivery Expense		620	200
			Cash		101		200
		To record payment to Intown Deliveries Ltd.

	28	Cash		101	300
			Sales		500		300
		To record sale to Betty Regal.

	28	Purchases		500	200
			Cash		101	200
		To record purchase from Joe Balla Sales Inc.
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	Robert Sales Corp.
	General Journal		Page 4
	
	Date
	2018	Description	  F	Debit	Credit
	
May	28	Accounts Receivable		110	900
			Sales		500		900
		To record sale to Sault Rapids Corp. for terms 2/10, n/30.

	29	Purchases		550	100
			Accounts Payable		210		100
		To record purchase from Amigos Inc.
	
	29	Delivery Expense		620	300
			Cash		101		300
		To record payment to Intown Deliveries Ltd.

	29	Advertizing Expense		610	400
			Cash		101		400
		To record payment for May to Main Force Advertizing Agency.

	29	Utilities Expense		676	100
			Cash		101		100
		To record payment to State Hydro for electricity.

	29	Commissions Expense		615	350
			Cash		101		350
		To record payment to Yvonne Smith for sales invoices 4, 5, 6, and 7.

	30	Cash		101	1,000
			Accounts Receivable		110		1,000
		To record payment received from Ransom Outlets Inc.

	31	Accounts Payable		210	700
			Cash		101		700
		To record payment to Midlife Stores Corp.

	31	No entry is made to record inventory on hand until closing entries
		are made.

			Adjusting Entries
	31	Rent Expense		165	500
			Prepaid Rent		162		500
		To record expiration of May prepaid rent.

	31	Insurance Expense		631	100
			Prepaid Insurance		161		100
		To record expiration of May prepaid insurance.
P 5–8
	Zenith Products Inc.
General Ledger

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Merchandize
Inventory	No. 150
	
	Retained
Earnings	No. 340
	
	
Purchases	No. 550

	Op. Bal.
	4,000
	
	 (b)
	
	4,000
	
	
	
	
	(c)
	
	5,000
	
	
	22,500
	
	
	(b)
	22,500

	(a)
	6,000
	
	
	
	
	
	
	
	
	
	
	
	
	Bal.
	-0-
	
	
	
	

	End. Bal.
	6,000
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	Income
Summary 	No. 360
	
	Purchase Returns
& Allowances	No. 558

	
	
	
	
	
	
	
	(b)
	32,800
	
	(a)
	
	37,800
	
	(a)
	575
	
	
	
	575

	
	
	
	
	
	
	
	(c)
	5,000
	
	
	
	
	
	Bal.
	-0-
	
	
	
	

	
	
	
	
	
	
	
	Bal. 
	-0-
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Sales	No. 510
	
	Purchase Discounts	No. 559

	
	
	
	
	
	
	
	(a)
	31,000
	
	
	
	31,000
	
	(a)
	225
	
	
	
	225

	
	
	
	
	
	
	
	Bal.
	-0-
	
	
	
	
	
	Bal.
	-0-
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	Sales Returns &
Allowances	No. 508
	
	Transportation –
In	No. 560

	
	
	
	
	
	
	
	
	690
	
	(b)
	
	690
	
	
	300
	
	
	(b)
	300

	
	
	
	
	
	
	
	Bal.
	-0-
	
	
	
	
	
	Bal.
	-0-
	
	
	
	

	
	
	
	
	

	
	
	Sales Discounts	No. 509
	
	Salaries Expense	No. 656

	
	
	
	
	
	
	
	
	310
	
	(b)
	
	310
	
	
	5,000
	
	
	(b)
	5,000

	
	
	
	
	
	
	
	Bal.
	-0-
	
	
	
	
	
	Bal.
	-0-
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2.	
Zenith Products Inc.
Partial Income Statement
For the Year Ended December 31, 2018
Sales				$31,000
Less: Sales returns and allowances				(690)
	Sales discounts				     (310)
Net sales				30,000
Cost of goods sold
	Opening inventory			$   4,000
	Purchases			22,500
	Less: Purchase returns and allowances	 		(575)
		Purchase discounts			(225)
	Add: Transportation-in			    300
	Cost of goods available for sale			26,000
	Less: Ending inventory			  (6,000)
Cost of goods sold				  20,000
Gross profit				$10,000
	
P 5–9
1.	Northern Lights Corporation
	Partial Income Statement
	For the Year Ended December 31, 2018

Sales				$100,000
Less: Sales returns and allowances				 (10,000)
Net sales				$90,000
Cost of goods sold
	Opening inventory 			$  12,000
	Purchases			70,000
	Less: Purchase returns and allowances  			(6,000)
	  Purchase discounts			(4,000)
	Add: Transportation-in			    3,000
	Cost of goods available for sale			 75,000
	Less: Ending inventory			   (15,000)
Cost of goods sold				   60,000
Gross profit				$ 30,000
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2.	Northern Lights Corporation
	General Journal
 Date
  2018	 			Closing Entries	F	Debit	Credit
	
a.	Dec. 31	Merchandize Inventory		150	15,000
			Sales		500	100,000
			Purchase Returns and Allowances		558	6,000
			Purchase Discounts		559	4,000
			Income Summary		360		125,000
To close all income statement accounts with credit balances to 
Income Summary and record ending inventory balance in the 
Merchandize Inventory account.

b.Dec 31	Income Summary		360	104,000
			Merchandize Inventory		150		12,000
			Sales Returns and Allowances		508		10,000
			Purchases		550		70,000
			Transportation-In		560		3,000
			Delivery Expense		620		2,000
			Office Supplies Expense		650		7,000
To close all income statement accounts with debit balances to 
Income Summary and eliminate opening inventory balance in the 
Merchandize Inventory account.

c.Dec. 31	Income Summary		360	21,000
			Retained Earnings		340		21,000
		To close the Income Summary account to Retained Earnings.



3. 	Net income is $21,000, the amount credited to retained earnings in closing entry c.
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1. 	Tom’s Trucks Inc.
	General Journal
	Date
	2017	Description	F 	Debit 	Credit

	a. 	Dec.	31	Telephone Expense	669	60
				Accounts Payable	210		60
			To accrue amount owing at year-end. 

	b.	31	Accounts Receivable	110	600	
				Sales	500		600
			To accrue amounts receivable at year-end.

	c.	31	Unused Office Supplies	170	100
				Office Supplies Expense	650		100
			To adjust supplies still on hand at year-end to count.

d.	No entry is made. The correct merchandize inventory 
	balance at year-end is recorded when the closing entries
	 are posted. 
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2. 
	Tom’s Trucks Inc.
Income Statement
For the Year Ended December 31, 2017


	Sales
	
	
	
	$100,600

	Less: 	Sales returns and allowances
	
	
	
	(1,500)

		Sales discounts
	
	
	
	(500)

	Net sales
	
	
	
	98,600

	Cost of goods sold
	
	
	
	

		Opening inventory
	
	$56,000
	
	

		Purchases
	
	35,000
	
	

		Less: Purchase returns and allows.
	
	(1,700)
	
	

		          Purchase discounts
	
	(300)
	
	

		Transportation-in
	
	1,000
	
	

		Cost of goods available for sale
	
	90,000
	
	

		Less: Ending inventory
	
	(58,000)
	
	

	Cost of goods sold
	
	
	
	32,000

	Gross profit
	
	
	
	66,600

	Operating expenses
	
	
	
	

		Selling
	
	
	
	

			Advertizing
	
	1,700
	
	

			Commissions
	
	4,800
	
	

			Delivery
	
	650
	
	

			Insurance
	
	450
	
	

			Rent
	
	1,950
	
	

				Total selling
	
	9,550
	
	

		General and administrative
	
	
	
	

			Supplies
	
	150
	
	

			Telephone
	
	360
	
	

			Utilities
	
	290
	
	

				Total general and administrative
	
	800
	
	

	Total operating expenses
	
	
	
	10,350

	Income from operations
	
	
	
	56,250

		Interest
	
	
	
	600

	Income before income taxes
	
	
	
	55,650

		Income taxes
	
	
	
	2,400

	Net income
	
	
	
	$53,250



	Tom’s Trucks Inc.
Statement of Changes in Equity
For the Year Ended December 31, 2017


	
	Share capital
	
	Retained earnings
	
	Total
equity

	Balance, Jan. 1
	$2,000
	
	$600
	
	$  2,600

	Net income
	
	
	53,250
	
	53,250

	Balance, Dec. 31
	$2,000
	
	$53,850
	
	$55,850
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	Tom’s Trucks Inc.
Statement of Financial Position
At December 31, 2017


	Assets

	Current
	
	
	
	

		Cash
	
	
	
	$      750

		Accounts receivable
	
	
	
	13,000

		Merchandize inventory
	
	
	
	58,000

		Unused supplies
	
	
	
	100

			Total current
	
	
	
	71,450

	Equipment
	
	
	
	4,400

	Total assets
	
	
	
	$75,850

	Liabilities

	Current
	
	
	
	

		Accounts payable
	
	
	
	$12,600

		Income taxes payable
	
	
	
	2,400

			Total current
	
	
	
	15,000

	Bank loan
	
	
	
	5,000

	Total liabilities
	
	
	
	20,000

	Shareholders’ Equity

	Share capital
	
	2,000
	
	

	Retained earnings
	
	53,850
	
	55,850

	Total liabilities and share. equity
	
	
	
	$75,850
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3.	Tom’s Trucks Inc.
	General Journal
Date
2017				Closing Entries	  F	Debit	Credit

  f.	Dec. 31	Merchandize Inventory		150	58,000
		Sales			500	100,600
		Purchase Returns and Allowances		558	1,700
		Purchase Discounts		559	300
			Income Summary		360		160,600
		To close all credit balance accounts to the Income Summary account
		and record ending inventory.

  g.	        31	Income Summary		360	107,350
			Merchandize Inventory		150		56,000
			Sales Returns and Allowances		508		1,500
			Sales Discounts		509		500
			Purchases		550		35,000
			Transportation-In		560		1,000
			Advertizing Expense		610		1,700
			Commissions Expense		615		4,800
			Delivery Expense		620		650
			Insurance Expense		631		350
			Interest Expense		632		600
			Office Supplies Expense		650		250
			Rent Expense		654		1,950
			Telephone Expense		669		360
			Utilities Expense		676		290
			Income Taxes Expense		830		2,400
		To close all debit balance accounts to Income Summary account
		 and expense opening inventory.

  h. 	       31	Income Summary		360	53,250
			Retained Earnings		340		53,250
		To close the Income Summary account to the Retained Earnings account.
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