Chapter 14
Analyzing Sales Transactions

Notes Packet
Section 1: Accounting for a Merchandising Business
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Merchandise Inventory Account
· Goods bought for resale are called __________________________.

· The items of merchandise the business has in stock are referred to as _______________________. The inventory is represented in the general ledger by the ___________________________________.
Sales Account
· When a __________________________________ sells goods to a customer, the amount of the merchandise sold is recorded in the ____________________.
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Casey Klein
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Plano, Texas 75074
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The Sales Slip
· A __________________ lists the details of a sale:

· The ________________ of the sale.

· The _____________________________.

· The _____________________________ __________________ of the item(s) sold.

Sales Tax
· Most states and some cities tax the retail sale of goods and services.  This tax is called a __________________________.  

· The sales tax rate is usually stated as a ______________________, such as ____________.  

· The business keeps a record of the sales tax owed to the state in a ______________________ called ________________________.

Credit Terms
· _______________ state the ____________________________.

· The credit terms for the sale to Casey Klein are __________.

· The “_____” stands for the __________, or ________, _________ _____________ the sale.

· The “_______” stands for the _____________________________ ____________________________________________________.

The Accounts Receivable Ledger
· The _________________________________________________ contains an account for each charge customer.
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The Accounts Receivable Subsidiary Ledger Form
· The subsidiary ledger account form has lines at the top for the name and address of the customer.
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1/,20-- 1
2 Dec. 1 Accts. Rec./Casey Klein 21200 #
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Recording a Sale on Account
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Sales Returns and Allowances
· Any merchandise returned for credit or a cash refund is called a _____________________________.

· A __________________________________________________ is called a ____________________________________________.

· A _______________________________ lists the details of a sales return or allowance.
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The Sales Returns and Allowances Account
· ____________________________________________________;

· summarizes ________________________________________ for damaged, defective, or other otherwise unsatisfactory merchandise;

· Is a ____________________. Contra accounts are accounts that decrease a closely related account. (This contra account decreases Sales)
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Kinds of Cash Receipts
· __________________________________________

· __________________________________________

· __________________________________________
Cash Sales
· The business receives full payment for merchandise sold ___________________________________________.

· Most retailers use a ____________________________ ___________________________________________.
Cash from Charge Customers
· Businesses record _____________________________ from charge customers by _________________________________________.

· Receipts are pre-numbered and may be prepared in multiple copies.

· The ________________ is a source document for the journal entry.

Bankcard Sales
· A _____________________ is issued by a bank and honored by many businesses.

· ____________________________________________________ ____________________________________________________.
Cash Discounts
· A ____________________, or _________________, __________ ____________________________________________________________________________________________________________________________________________________________.

· Terms ___________, ___________ means that the customer can deduct ​​​​​​​​​​​​​​​​​​​​​​​​​_______________________________________________ _____________________________________________________________________________________________________________________________________. Otherwise, the ________________________________________.
Cash Discount Transactions
· On December 3, On Your Mark sold $1,500 worth of merchandise on account to South Branch High School Athletics.

· If South Branch pays within 10 days (by December 13), On Your Mark will receive $_______________, or ________________________ ____________________________________________________.

1. Merchandise Sold    X   Discount Rate   =   Discount
2. Sales Slip Amount   –    Discount Amount    =   Amount Paid 
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On December 5, 


On Your Mark received $212 from Casey Klein to apply to her account, Receipt 301.








Example of  Sales Return and Allowances Transaction:





On December 4, On Your Mark issued Credit Memorandum 124 to Gabriel Ramos for the return of merchandise purchased on account, $150 plus $9 sales tax.











