Chapter 15
Accounting for Purchases and Cash Payments

Notes Packet

Section 1: Purchasing Items Needed by a Business 
· In Chapter 14 you learned that the primary source of income from a merchandising business is from the sale of its merchandise.

· However, to sell merchandise, a business must first _____________. Most of the items you find for sale at stores are purchased from ______________________________________. 

· In this chapter you will learn how to analyze these transactions.

The Purchasing Process:

The purchase of supplies, equipment, and merchandise is divided into four stages:

· _______________________________________________
· _______________________________________________
· _______________________________________________
· _______________________________________________
Requesting Needed Items
· A __________________________ is a written request that a certain item or items be purchased.

· Purchase req’s are ______________________________________.

· Approved by _____________________________ requesting the purchase.
Ordering from a Supplier
· A _______________________ is a ________________________ ____________________________________________________.

· The purchase order contains:
1. ___________________
         5. ______________________
2. ___________________         6. ______________________
3. ___________________         7. ______________________
4. ___________________
Purchases Discounts

Suppliers frequently offer charge customers a cash discount for early payment.
1. Merchandise Purchased    X     Discount Rate       =
Discount

                                                                             Amount Paid Within

2. Invoice Amount    -    Discount Amount    =        Discount Period
The Purchases Account
When a business buys merchandise to sell to customers, the cost of the merchandise is recorded in the Purchases Account. The _______________ ______________is a ___________________, classified as a _________ ___________________________________________.
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· ____________________________________________________; therefore, it is essential that you learn how to record the different kinds of purchases transactions.

· In Chapter 14 you learned that when a business sells to many customers on credit, it is efficient to set up an accounts receivable ledger. 

· Likewise, when a business purchases on account from many different suppliers, it is efficient to set up an ________________________.
The Accounts Payable Subsidiary Ledger

· The individual accounts in the accounts payable subsidiary ledger are summarized in the ______________________________________.

General Ledger 
                                 Accounts Receivable Subsidiary Ledger
Accounts Receivable           =                             Total of the
Controlling Account 
                                     Individual Accounts      

The Accounts Payable Subsidiary Ledger Form

· Has lines at the top for the _______________________________.

· Has ______________ amount columns.
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Recording the Purchase of Merchandise on Account
[image: image3.png]Pro RuNNER WAREHOUSE
22009 Ben White Blvd.
Austin, TX 78705

On Your Mark Athletic Wear

covis 2 paTE:

INVOICE NO. 7894

ORDERNO.: 9784

Dec. 14, 20~

o) SO SHIPPED BY: ~ Federal Trucking
| Dalas, T 75207 | TERMS: 2/10, /30

arv. TTEM UNIT PRIGE | __TOTAL
20 pair| Soft Cushion: White, #94662 §5000 | §1,00000
10 pair| Soft Cushion: Black, #9478 50.00 500.00
10 pair| Low Cut: White, #94281 4000 400,00
10 pair| Low Cut: Black, #94666 4000 400.00
Total §2,300.00

Due Date: 72724
Dlscount; ___$ 6.00
Nel Amount:_£ 2,25400.
Gheck Mo
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· On December 14, On Your Mark purchased $2,300 in merchandise on account from Pro Runner Warehouse, Invoice 7894.
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Purchases Returns and Allowances

· Occasionally, a business buys merchandise that, upon inspection, is unacceptable. 

· A _____________________ occurs when a business ___________ ____________________________________________________.
· A _______________________ occurs when a business _________ ____________________________________________________. 

· A _______________________________, or ________________, is used to notify suppliers (creditors) of a return or to request an allowance.
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Date: December 16, 20-
Invoice No: FLB10.

ON YOUR MARK

ATHLETIC WEAR
55 Lo et D, X 5207 A0

3

Tor FastLane Athletics

This day we have
35992 Fletcher Bivd. #334 debited your
Boston, MA 02206 account as follows:
Quaniity rem Unit Price Tout
5pair | AllStar Athletic Shoes $4000 $20000
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Recording a Purchases Returns and Allowances Transaction
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Two thousand two hundred fifty-four and "%/100——————— oot aps

‘Security National Bank

A

MEMO Michael Brown,

uL210225236 727596 1003
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· On December 16, On Your Mark issued Debit Memo-randum 51 for the return of $200 in merchandise purchased on account from FastLane Athletics. 
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Section 3: Analyzing and Recording Cash Payments 

· If cash is the lifeblood of a business, the accounting department is its heart. All cash entering or leaving a business is “pumped” through the accounting department at some time.

· About _______________________________________ result in the outflow of cash; therefore, it is essential that you understand how businesses record various cash payment transactions.

Controls over Cash

· The following are procedures to manage cash payments:

· __________________________________________________
· __________________________________________________
· __________________________________________________
· __________________________________________________
Purchases Discounts:
· The Purchases Discounts account ________________________________ _________________________________________________________.

· Purchases Discounts is a ______________________________________.

· It’s balance reduces the balance of the Purchases account, therefore, its _________________________________________________________.
Recording a Transaction with a Purchases Discount:


· On December 24, On Your Mark paid $2,254 to Pro Runner Warehouse for merchandise purchased on account, $2,300 less a discount of $46, Check 1003.

















