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General Journal For Merchandise Business

. : A merchandising business sells
A service business goods, also known as merchandise. Good
provides services to its examples of merchandising businesses
customers. Accountants, law include retail clothing, grocery stores and
firms and cleaning services are bookstores. A merchandiser earns net
examples of service businesses. income by buying and selling

merchandise.

Difference between services and
merchandise companies

+ Introduction:
Definition of Perpetual Inventory System
Companies keep detailed records of the cost of each inventory purchase
and sale. These records continuously — perpetually — show the inventory
that should be on hand for every item. Companies that sell products with
fixed prices use perpetual inventory systems.
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Perpetual Inventory Reporting
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Merchandising Business

Perpetual Inventory System
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Periodic Inventory System
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Double Entry System Accounting

Acc 111

+ — + =
DR CR CR DR

*Liabilities
*Revenues

*Assets
*Expenses

(withdrawals) (Capital)

DR = Debit CR = Credit

The nature of each movement is explained below:

DEBIT SIDE CREDIT SIDE
(Assets, Expenses, (Liabilities, Revenue,
Drawings) Owner’s Equity)
AN Increase Debit movement Credit movement
J Decrease| Credit movement Debit movement

Complete the following table

ACCOUNT MO M Increase | V Decrease
BALANCE
1- Purchased Goods (Inventory) Debit
2- Sales Returned Of Goods Debit
3- Sales Discount Of Goods Debit
1- Sales Goods Credit
2- Purchases Return Of Goods (Inventory) Credit
3- Purchases Discount Goods (Inventory) Credit
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Journal Entry of
Purchased goods
(merchandise)

(1)Cash

(2)Credit

| Purchased goods (merchandise)

Debit Credit Debit Credit
(Merchandise (Merchandise
Inventory) (Cash) Inventory) (A/C Payable)

Date Details LF | Debit | Credit Date Details LF | Debit | Credit
Merchandise XXX Merchandise XXX
Inventory Inventory
Cash XXX A/C

Payable

@ 4>[ Merchandise Inventory ]

C ot D——]

Cash

Merchandise Inventory ]

B

Purchases goods on account without

discount
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Journal Entry of
Purchases Returns
(merchandise)

(1)Cash

(2)Credit

Debit
(Cash)

(Merchandise
Inventory)

Credit Debit Credit

(A/C Payable)

(Merchandise
Inventory)

Date

Details LF | Debit | Credit Date Details LF | Debit | Credit

Cash XXX Account XXX

Merchandise
Inventory

XXX Payable

Merchandise XXX

Inventory

G

for cash

Purchases Returns (merchandise)

—P[ Merchandise Inventory ]

4>[ Account payable ]

Purchases Returns (merchandise)

a on account
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Invested=Deposited=Contributed m

Started
—> Capital

Date Details LF Debit Credit
Assets (example: cash) XXX
Capital XXX

2% Cash
\ Discount

2/10,n/30 \

Paid full due. If

payment after 10
If payment within 10 days, due in 30 days
days of the invoice date.
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Purchase <l fidial) 3438
Perpetual Inventory System

gl Date Details LF | Debit | Credit
Invested=Deposited= Assets (example: cash) XXX
Contributed
Started Capital XXX
Invested cash
Purchased Merchandise Inventory XXX
merchandise cash Cash XXX
Purchased Merchandise Inventory XXX
merchandise on A/c Payable
account - feray XXX
Returned or Refund Cash XXX
goods(cash) Merchandise Inventory XXX
Returned or Refund Account Payable XXX
goods(credit) Merchandise Inventory XXX
Paid full Amount Account Payable XXX
(without discount) Cash XXX
Paid full Amount Account Paya.ble XXX
(with discount) Merchandise Inventory XXX
Cash XXX
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Under the perpetual inventory system, the seller makes two
entries for each sale.
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Journal Entry of
Sold goods
(merchandise)

Gilanay paldll

Ll

(1)Cash

(2)Credit

Debit

Debit Credit Credit
(Account
(Cash) (Sales) Receivable) (Sales)
Date Details LF | Debit | Credit | | Date Details LF | Debit | Credit
Cash XXX Cash XXX
Sales XXX Account XXX
Cost of Goods XXX Receivable
Sold Cost of Goods XXX
Merchandise XXX Sold
Inventory Merchandise XXX
Inventory
1 Purchases <l jfidall Account Payable ]
2 Sales <iaysall Account Receivable ]
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Sales <ilayal) 28
Perpetual Inventory System

gl Date Details LF | Debit | Credit
Cash XXX
Sold goods Cash Sales XXX
Cost of Goods Sold XXX
Merchandise Inventory XXX
Account Receivable XXX
sold goods On credit Sales XXX
Cost of Goods Sold XXX
Merchandise Inventory XXX
Sales Returns and XX
Allowance
Retuned goods Cash XXX
( Cash) Merchandise XXX
Inventory
Cost of Goods Sold XXX
Sales Returns and XXX
Allowance
Retuned goods Account Receivable XXX
( on credit) Merchandise XXX
Inventory
Cost of Goods Sold XXX
Received full amount Cash XXX
(without discount) Account Receivable XXX
Received full amount Cash ; XXX
(with discount) Sales Discount . XXX
Account Receivable XXX
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