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Chapter 5 questions

حلول اسئلة الفصل الخامس 

Question (1): presented below are the components in Sang Nam Company's income statement. Determine the missing amount.

	
	Sales
	Cost of good sold
	Gross profit
	Operating expenses
	Net income

	(A)
	$ 75,000
	?
	43,000
	?
	10,800

	(B)
	108,000
	65,000
	?
	?
	29,500

	(C)
	?
	71,900
	109,600
	39,500
	?


Solution: الحل 

(A) sales – Cost of goods sold = Gross profit – Operating expenses = Net income 

75,000- ?                          = 43,000        -   ?                           = 10,800

Cost of good sold = 75,000-43,000= 32,000

Gross profit – Operating expenses = Net income 

Operating expenses = 43,000-10,800 = 32,200

(B) Gross profit = 108,000-65,000 = 43,000

Operating expenses = 43,000 – 29,500 = 13,500

(C) Sales = 71,900 + 109,600 = 181,500

Net income = 109,600 – 39,500 = 70,100

Question (2): Prepare the journal entries to record the following transactions on H. Hunt Company's books using a periodic inventory system.
(a) On March 2, H. Hunt Company sold $900,000 of merchandise to B. Stefan Company, Term 2/10, n/30.

(b) On March 6, B. Stefan Company returned $130,000 of the merchandise purchased on March 2 because it was defective.
(c) On March 12, H. Hunt Company received the balance due from V. Stefan Company. 

Solution: Hunt (Seller البائع(company books

March 2, 

A/R-Stefan 


900,000





Sales 




900,000

March 6, 

Sales return & Allowances  
130,000





A/R –Stefan 



130,000

March 12, 

Cash 



754,600




Sales discount 


15,400





A/R-Stefan



770,000

Question (3): from the information in Question 2, prepare the journal entries to record these transactions on B. Stefan Company's books under a periodic inventory system. 

Solution: Stefan (buyer) المشتري   books

March 2, 

Purchases  


900,000





A/P- Hunt 




900,000

March 6, 

A/P- Hunt 

  
130,000





Purchases return& Allowances 

130,000

March 12, 

A/P- Hunt


770,000





Cash 





754,600





Purchase discount 



15,400

Question (4): 
On June 10, Polo Company purchased $5,000 of merchandise from Dove Company FOB Shipping point, term 2/10, n/30. 

On June 11, Polo paid the freight cost of $300. 
On June 12, Polo returned a damaged good totaling $300 to Dove for credit.
On June 19, Polo paid Dove Company in full , less the purchase discount.

(a) Prepare separate entries for each transaction on the book of Polo Company.
(b) Prepare separate closing entries. 

Solution:  Polo books

June 10, 

Purchases 

5,000

 



A/P-Dove 


5,000

June 11, 

Freight- in 

300





Cash 



300

June 12, 

A/P- Dove 

300 

 



Purchase return & Allowances  300

June 19, 

A/P- Dove 

4,700

 



Cash 



4,606

  



Purchase discount 

94
Question (5): Presented is information related to ABM Company for the month of January 2006. 

Freight–in 


      $10,000 
Rent Expense 

        20,000

Freight-out 

      7,000
Salary expense 
        61,000
Insurance expense 
      12,000 
Sales discounts
        8,000

Purchases


      200,000 
Sales return & Allowances   13,000

Purchase discounts 
      3,000 
Sales 


        312,000

Purchases return & allowance   6,000
Beginning merchandise inventory was $42,000 and ending inventory was 63,000.

Prepare an income statement 
ABM Company 

Income statement

For the month ended in January 31, 2006
Sales 



 312,000


Less: sales return & allowances  (13,000)



Sales discount 

  (8,000) 

Net sales                                                               


 291,000
Less: Cost of goods sold

Beginning Merchandise inventory 

42,000

 
Add: Net purchases 



Purchases 

     200,000



Less: purchases R&A 
    (6,000)

 


Purchase discount (3,000)

 

Add: Fright – in 
     10,000              








201,000
Cost of goods available for sale 

243,000
Less: Ending inventory 


(63,000)
Cost of Goods sold 






 (180,000)
Gross Profit 






 111,000

Less: Operating expenses

 
Rent Expense 

        20,000

Salary expense 
        61,000

Insurance expense 
        12,000
Freight-out 

        7,000



(100,000)
Net Income 






11,000













 (B) Closing Entries 

Closing the accounts that have debits accounts in the income summary 



Income summary 
373,000

Beginning inventory
        
42,000

Purchases 

        
200,000

Rent Expense 

        
20,000
Salary expense 
        
61,000

Insurance expense 
        
12,000

Freight-out 

        
7,000
Freight-in 

        
10,000
Sales return & A 
         
13,000
Sales discount 


8,000
Closing the accounts that have credits accounts in the income summary 
Ending inventory 
63,000

Sales 


312,000

Purchase discount 
3,000

Purchase R&A
6,000




Income Summary 
384,000
Closing the result of the income summary (Net income) in the capital account 

      Income summary 
11,000



Capital 

11,000

Question (6): presented below are selected transactions for the Norhan Company during September of 2007. Norhan Company uses the perpetual inventory system.
Sept. 2  purchased delivery equipment on account for $ 28,000.

4 Purchased merchandise on account from Hillary Company at cost of $60,000, term FOB Shipping point, 2/10, n/30.

5 Paid freight charges of $2,000 on merchandise purchased from Hillary Company on September 4. 

5 Returned damaged goods costing $7,000 received from Hillary Company on September 4.

6 Sold merchandise to Smith Company costing 15,000 on account for $21,000 terms 1/10, n/30.

14 Paid Hillary Company balance due related to September 4 transaction.

 15 Purchased supplies costing $4,000 for cash.

16 Received balance due from Smith Company.

18 Purchased merchandise for cash $6,000.

22 Sold to Brother Company on account for $28,000 inventory costing $20,000, terms 1/10, n30.

Journalize the September transactions.
	Date 
	Explanations 
	Post  Ref
	Debit 
	Credit 

	Sept. 2
	Equipment

            A/P
	
	28,000
	28,000

	Sept. 4
	Merchandise inventory

             A/P-Hillary

Purchase, terms 2/10-n/30
	
	60,000


	60,000

	Sept. 5
	Merchandise inventory

               Cash

Pay freight cost in cash
	
	2,000
	2,000

	Sept. 5 
	A/P-Hillary 

              Merchandise inventory
Returned damaged goods 
	
	7,000
	7,000

	Sept. 6
	A/R- Smith 
            Sales

Record Sales to Smith company term1/10-n/30
	
	21,000

	21,000

	Sept. 6
	Cost of goods sold 
             Merchandise inventory

Record the sales at sales cost price  
	
	15,000
	15,000

	Sept.14
	A/P-Hillary 
             Cash

              Merchandise inventory 

Record the cash paid and the purchase discount 
	
	53,000
	51,940

1060

	Sept.15
	Supplies 
         Cash
	
	4,000
	4,000

	Sept. 16
	Cash 
Sales discount 

              A/R-Smith 
	
	20,790
210
	21,000

	Sept.18
	Merchandise inventory
                cash
	
	6,000
	6,000

	Sept. 22
	A/R-Brother company
              Sales  
	
	28,000
	28,000

	Sept.22
	Cost of goods sold 
               Merchandise inventory 
	
	20,000
	20,000

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


