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Accounting 2- Acc 212
Chapter 1 — Summary
(Sales Transactions Under Perpetual System)

Dr. Cash (+) Dr. Sales returned and allowance (+)
Cr. Sales (-) Cr. Cash (-)
sSall
Dr. Cost of goods sold (+) \>< Dr. Merchandise Inventory (+)
Cr. Merchandise Inventory (-) / ™ Cr. Cost of goods sold (-)

Note:

Under perpetual System we record two Entries in the Sales Transactions. The first entry is to
record the sales transaction with sales price and the second one for the cost price of the
merchandise inventory.
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2) Sales merchandise on account

| Clall e ailadl cilaya

Dr. Accounts Receivables- Name (+) Dr. Sales returned and allowance (+)

Cr. Sales (-) Cr. Accounts Receivables- Name (-)

Sl

. Dr. Merchandise Inventory (+)

Dr. Cost of goods sold (+) \><
Cr. Merchandise Inventory (-) > Cr. Cost of goods sold (-)

Prepared By Student: Zainab A.Zahraa Harwana Edited & Supervised By: Senior teacher Mrs. Layla Saeed Alnoaimi
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Dr. Cash (+)

Prepared By Student: Zainab A.Zahraa Harwana Edited & Supervised By: Senior teacher Mrs. Layla Saeed Alnoaimi
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A\ 4

4-A) sales goods on
account=BD20600

Dr. Account Receivable -Name (+)

Cr. Sales (-)

4-B) Return sales of BD600
20600-600=20,000

Dr. Sales return and allowance (+)

Cr. Account Receivable -Name (-)

Dr. Cost of goods sold (+) ~ el Dr. Merchandise Inventory (+)
: 4>< Cr. Cost of goods sold (-)

Cr. Merchandise Inventory

4-C) receivd full amount due

Within (2/10,n/30)

4-C) After the discount

period

Dr. Cash (20000-400) (+)

Dr. Sales discount (20000%2%) (+)

Cr. Account Receivable (20600-600) (-)

Dr. Cash (20600-600) (+)

Cr. Account Receivable -Name (-)
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Journal Entries for Merchandising Business-
Perpetual Inventory System

Lesson vocabularies

Transactions Al O Mlas
Purchase goods Bl o) yi
Purchase Return s alill Jla 3l jiiall s gl

DA o gl
Allowance Gila ganaa
For cash S8 ada
On credit (account payable) dal ad
Investment i
Perpetual inventory O aall ailall o sl
Periodic inventory Ol )50 3

1) Investment of Assets:

+ Assets (+Cash)
Invested=Deposited=

Contributed \_’ + Capital ‘

GENERAL JOURNAL
 bate  AccountTitleandExplanation PR Debit  Credit
Cash 60,000
Jan. 1 Capital 60,000

Owner’s investment of cash in business
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el
Dr.Merchandise Inventory (+) Dr. Cash (+)

Cr. Cash (-) Cr. Merchandise inventory(-)

3) Purchase goods

on account

Claall Lo ibadl ol d
|

3-A) on account /

] . 3-B)Purchase Return &
without Discount

Allowance/without Discount

oasal)
Dr.Merchandise Inventory (+) ‘ Dr.Account payable (-)
Cr. Account payable (+) Cr. Merchandise inventory(-)
Purchase goods= 5000 _ Return goods = 200
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3-C> payment of net purchases to creditors
without discount
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Dr. Account payable(-)
Cr. Cash (-)
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Dr.Merchandise inventory 20600
Cr. Account payable 20600

Dr. Account payable 600

Cr. Merchandise inventory 600

%o 2 Ay pldl (e S Ao Jguand) o
G a gy (e il 10 JDA adall g o SN &lld g

Account Payable (Eman Est,) (20,600 -600) 20,000
Jan. 23 Merchandise Inventory (20,000 x2%) 400
Cash (20,000 — 600) 19,600
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Chapter 1

Chapter 2

Title Perpetual Inventory system Dr. Cr. Periodic Inventory System Dr. Cr.
Merchandise Inventor XX Purchases XX
1- Purchases goods for cash Y
Cash XX Cash XX
Cash XX Cash XX
2- Purchases returns goods for cash.
g Merchandise Inventory XX Purchases Returns and Allowance XX
. Merchandise Inventor XX Purchases XX
3- Purchases goods on credit Y
Account Payable XX Account Payable XX
Account Payable XX Account Payable XX
4- Purchases returns goods on credit. v - [
Merchandise Inventory XX Purchases Returns and Allowance XX
) ) ) Account Payable XX Account Payable XX
5- Payment to creditor without discount.
Cash XX Cash XX
Account Payable XX Account Payable XX
6- Payment to creditor with discount Cash XX Cash XX
Merchandise Inventory (discount) XX Purchases Discount XX
Cash XX Cash XX
Sales XX Sales XX
7- Sales goods for cash.
& COGS XX
Merchandise Inventory XX
Sales Returns and Allowance XX Sales Returns and Allowance XX
Cash XX Cash XX
8- Sales returns goods for cash. -
Merchandise Inventory XX
COGS XX
Account Receivable XX Account Receivable XX
Sales XX Sales XX
9- Sales goods on credit.
& ! COGS XX
Merchandise Inventory XX
Sales Returns and Allowance XX Sales Returns and Allowance XX
. Account Receivable XX Account Receivable XX
10- Sales returns goods on credit. -
Merchandise Inventory XX
COGS XX
Cash XX Cash XX
11- Received from debtors without discount. - -
Account Recelvaple XX Account Receivable XX
Cash XX Cash XX
12- Received from debtors with discount Sales Discount XX Sales Discount XX
Account Receivable XX Account Receivable XX
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Accounting 212

Chapter 3- Accounting for Receivables

Transaction Direct Write Off Method Allowance Method
Sold goods on
Account Dr. Account Receivable (Name)

Credit Sales

Cr. Sales

Estimating
The Allowance

[ Key Word: Estimated ]

No Estimation

Dr. Bad Debt expense
Cr. Allowance (Provision) for doubtful debts

Write- off

Key Word: uncollectible /
Write oft/die / worthless/
Bankrupt/ Can't paid /unable

to pay

Dr. Bad Debt expense
Cr. Account Receivable (Name)

Dr. Allowance (Provision) for doubtful debts
Cr. Account Receivable (Name)

Recovery

Key Word: Recovery /
made profit / gain /Can
paid /won money

Dr. Account Receivable (Name)
Cr. Bad Debt expense

Dr. Cash
Cr. Account Receivable (Name)

Dr. Account Receivable (Name)
Cr. Allowance (Provision) for doubtful debts

Dr. Cash
Cr. Account Receivable (Name)

Prepared by: T. Hind Mohamad Dawas + Edited by Senior Teacher: T. Layla Saeed Alnoaimi School Principal: T. Hnadi Ali Faris
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Allowance Method Calculation

% Credit Sales
Income statement Approach

% Accounts Receivables
Balance sheet Approach

Credit Sales x %

Accounts receivables x %
OR (Aging Schedule)

lgnoring Any Balance of Allowance for
doubtful debts

If we have DR. Balance of Allowance (+) Add
If we have CR. Balance of Allowance (-) Less

Credit card sales transaction

Sold goods using (visa + Master cards)

4000 k234 5678 9010

EEOS/ 1k
EAGLE HMEMBER Mﬂﬂ@

VISA

Sold goods using (American Express + Diners club Cards)

L ‘ Diners Club
INT]

ERNATIONAL

Dr. Cash
Dr. Credit card Expense
Cr. Sales

Dr. Account receivables -name
Dr. Credit card Expense
Cr. Sales

Prepared by: T. Hind Mohamad Dawas + Edited by Senior Teacher: T.

Layla Saeed Alnoaimi School Principal: T. Hnadi Ali Faris
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VALyg - amme epreciation pepreciotio

@@ . of Plant - Rate
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Depreciation expense is the cost of an

asset that has been depreciated for a

single period, and shows how much of the |

asset's value has been used up in that

year.

Depreciation expense is recognized on the

‘ income statement as a non-cash expense I

\ that reduces the company's net income.

Accumulated depreciation is the total

| amount of depreciation expense that has l

been allocated for an asset since the asset

was put into use.

Depreciation Expenses Formula
1. Straight Line Method

Depreciation Expense =

2. Unit of Production Method

Per Unit Depreciation x Total
Number of Units Produced

Fixed Asset’s Cost — Salvage Value
Useful Life Span

Total Depreciation =

3. Double-Declining Balance Method

Total Debreciation = 2 x Straight Line Depreciation
P Percentage x Book Value

Prepared By Senior Teacher: School Principal:
MS. Layla Saeed Alnoaimi MsS. Hanadi Ali Faris
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Fixed -Plant
Aissels

Plant Assets

e 5 E
Buildings
Land EH

Improvements ‘ Machinery @
Rgad¥ =

IT A A : Office
[~ Land ‘ I S : Equipment @i

‘;E;-" WallStreetMojo

Prepared By Senior Teacher: School Principal:
MS. Layla Saeed Alnoaimi MsS. Hanadi Ali Faris
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Price 1 e’(‘,

Ptice 2

Price 3

alvage (scrap)
Price n

O Year1 VYear2
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Prepared By Senior Teacher: School Principal:
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Scrap Value

Value of
asset at the

end of useful
life.

Other terms:
Residual Value
Salvage Value

Prepared By Senior Teacher: School Principal:
MS. Layla Saeed Alnoaimi MS. Hanadi Ali Faris
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Depreciation
Rate

<y

100

In dovuble dec\ining
palance X 2

Prepared By Senior Teacher: School Principal:
MS. Layla Saeed Alnoaimi MsS. Hanadi Ali Faris
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Depreciable
Base

Deprecia'l'ion Base=

Acquisition cost - Salvage value

Total Cost

Purchase Price $ 54,000

Shipping Costs 1,500

00 Set-up Costs 2,500
ool Acquisition cost CTm.;n I:c:l_s) $ 58000
60 — Salvage Value (10,000)
Depreciable Base $ 48,000

CQQCOCQOCCCQOCCQQOQC.QQQC.QQQ(V

Depreciable Base is used in calcvlation of;

Depreciation expense under straight line

Prepared By Senior Teacher: School Principal:
MS. Layla Saeed Alnoaimi MsS. Hanadi Ali Faris
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Acqusistion
Cost

Acquisition cost refers to an amount paid for

assets, for expenses related to the
acquisition of that ossets. It is useful in

identifying the full cost of fixed assets because

.+ includes items such as legal fees and

I commissions .etc..

AcquisHion cost=
Cost price + taxes + Freight in +

Installation + Fixing + Legal fees +

inguyance ...elc.

Prepared By Senior Teacher:

School Principal:
MS. Layla Saeed Alnoaimi

MS. Hanadi Ali Faris
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Net Book
Value

Net book value is the historical cost of an
osset, less any amounts recorded  for

depreciation. 1t derives from the idea that,

e over time, assets lose some of their value as

they are used.

-
..........
.......................
""""""""""

*
& 3
aaaaaa

»
Net pook Valvue = D—-_:7

AcquisHion Cost

Accumvulated Depreci athion

Prepared By Senior Teacher:
MS. Layla Saeed Alnoaimi

School Principal:
MS. Hanadi Ali Faris
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Straight line Method

Straight Line
Basis

['strat in 'ba-sas]

A method of accounting
for depreciation that
assumes an asset loses
value at a constant rate.

Original Price

Value $

Straightline

sum-of-years
- Salvage valve

é%UsefuJ life

Age of equipment

= 2
&2 O.X.
o &
=

= X:‘ov 090
o ",

=

9% o9
| o
Y
Example @® QQQ
Prepared By Senior Teacher: School Principal:

MS. Layla Saeed Alnoaimi MsS. Hanadi Ali Faris
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Straight line Method

Example

On January 1,2021,the Moon Est.
purchased a  machine for
BD70000.

The machine had an estimated
useful life of 5 years and an
estimated salvage value of

BD7000. Acquisition cost = BD70,000

. e Base= 70,000 - 7,000 = 63,000
A) prepare Depreciation schedule

using Straight line Method.

B) Record the Journal Entry for Rate = 100 + 5 = 20%
third year.

year calculation Depreciation §| Accumulated Net Book ‘
expense Depreciation Value g
1 63000 X 20% 12600 12600 57400
2 63000 X 20% 12600 25200 44800
3 63000 X 20% | (12600)~ | 37800 32200
4 63000 X 20% 12600 \ 50400 19600
5 63000 X 20% 12600 ) 63000 7000 Scrap
/
B \
\
N
Datc Account Title and Explanation PR ‘\I cbit Credit
31 Dec, |Depreciation EXpenge - Machine 12,600
2023 Accumulated Depreciation - Machine 12,600
The Date of the
Transaction is Hhe lagt
day of the year
318t December
Prepared By Senior Teacher: School Principal:

MS. Layla Saeed Alnoaimi MsS. Hanadi Ali Faris
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Double declining Method

Declining-balance depreciation

DOUBLE DECLINING _ | _100% _ | . 5
RATE USEFUL LIFE

E = DOUBLE DECLINING BALANCE

F'

Depreciation
Expense

DOUBLE DECLINING
DEPRECIATION

< MEANING >| < ADVANTAGES >I
4 : - : : - - — i — : : e - :
This is an accelerated depreciation method * Reduces tax obligations
where depreciation expense decreases with the ¢ Matched Maintenance Cost
age of asset. Higher depreciation rate 1s used at * Good Interest
the start of the period. * The Minimum Loss at the Disposal
J r
" L r’
* Determine Opemng Book Value, |< DIS-ADVANTAGES >
o Useful life and residual value ] - -
E * Calculate the SLM Depreciation * Depicts Poor Performance
; * Double Decl. Dep Rate = SLM X 2 * Low Dividend
* Depreciation = Rate X Book value * More Complicated
* Repeat until asset depreciates. * Value of Asset can Never be Zero
\ P J y

Depreciation Expense=
Acquisition cost (Book Value of the year) X Rate (if Double X 2)

Example @\*‘)

Prepared By Senior Teacher: School Principal:
MS. Layla Saeed Alnoaimi MsS. Hanadi Ali Faris
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Declining (Reducing)
Balance Method

Example

On January 1,2021,the Moon Est.
purchased a  machine for
BD70000.

The machine had an estimated
useful life of 5 years and an
estimated salvage value of

BD7000.

Acquisition cost = BD70,000
A) prepare Depreciation schedule Base= 70,000 - 7,000 = 63,000
using Double Decline Balance
Method.

Rate = 100 + 5 = 20%X2

B) Record the Journal Entry for =

third year.
A
year calculation Depreciation § Accumulated Net Book |
expense Depreciation Value ¢
1 70000X40% 28000 28000 42000
2 42000X40% 16800 44800 25200
3 25200X40% 10080 )™ 54880 15120
4 15120X40% 6048 \ 60928 9072
5 9072-7000 2072 ) 63000 7000
Minus - Salvage /
B value ‘
\
N
Datc Account Title and Explanation PR ‘\]]L‘bil Credit
31 Dec, |Depreciation EXpensge - Machine 10,080
2023 Accumulated Depreciation - Machine 10,080
The Date of the
Transaction is the lagt
day of the year
315t December
Prepared By Senior Teacher: School Principal:

MS. Layla Saeed Alnoaimi MsS. Hanadi Ali Faris
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Units of (Production)
activity Method

Units of Production Depreciation is based on the
use of an asset rather than just the amount of
time it is in service.This depreciation method
helps you calculate how to reduce the value of a
fixed asset in your business based on the number
of units it produces in a given period of time.

Step 1:
Depreciation _ Cost - Salvage Value
Per Unit Total Units of Production
Step 2:
Depreciation _ Depreciation Number of
Expense -~  Per Unit X Units Produced
in the Period

Prepared By Senior Teacher:

MS. Layla Saeed Alnoaimi ST LT

MS. Hanadi Ali Faris
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Units of (Production)
activity Method

example
urc
ruck p
£or delivery :18
o 1 ;
% da uary
The f "uowmys{?an on JA7
’ o
eds € 00 00
h“:: priceB 4?)’1 300 00
cpoii ght costBDY 5000
r 0 d 100,
Ta,cesBoir sah’ ge Y.f : yeal’s 0 20,000
gstimat®® © oful LT Ciile 00 - 259°
.mate 'f | “'fe 1 3 )o
Est! d use u S gear ’
Estim“te d iles f umulated
'sti’ibu 00. nse, ac ul
s 000 ~ 0,0 . otion e*P° ears usef
=B | depre®® iue f )
Requir ute & n ne pook V¢ a (R tivity (;18-
a)comcia jon an of-Prod“c e sor Yyear £
‘:‘efireu ; U;l": c:d'usted entry
iTe t
re
p)PrepP
Step 1 : Cost =42,000 + 1,300 + 1,700 = BD45,000 \
Depreciation cost per unit = Tut(;‘;;tl;f:t’:ﬁij:ﬂfmn = 45'?2:;::00 = BDO0.42 / mile ‘

Step 2

Depreciation expense = Depreciation cost per unit x Units produce in period.

/ Period ' Number of Depreciation cost ~ Depreciation Accumulated

| Units | per unit | Expense ~ Depreciation EooicValue
2018 30,000 x 0.42 = 12,600 12,600 32,400
2019 25,000 x 0.42 = 10,500 23,100 21,900
2020 20,000 x 0.42 = 8,400 31,500 13,500
2021 15,000 x 0.42 = 6,300 37,800 7,200
2022 10,000 x 0.42 = 4,200 42,000 3,000

b) Prepare the adjusted entry for vear 2018.

Dec 31 Depreciation Expense - delivery truck 12,600
2018 Accumulated Depreciation - delivery truck 12,600
Prepared By Senior Teacher: School Principal:

MS. Layla Saeed Alnoaimi MsS. Hanadi Ali Faris
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Accounting 2- Acc 212
Chapter 5 Summary
Disposal of Plant Assets

Serial Cases of Disposal General Journal
1 Retirement of Plant Assets (Retired) Dr. Accumulated Depreciation- Asset name XX
Cr. Assest name XX

Fully depreciated = zero book value

2 Discarded of Plant Assets
8 siall ol Y1 jenll olgiil 8 Jgeadl oal 5#8Y1 yeall gl | Dr. Accumulated Depreciation- Asset name XX

Estimate useful life Dr. Loss on Disposal XX
Discard>>>loss Disposal Cr. Assest name XX
3 |Sales of Plant Assets: &l Jsa¥l oy Dr. Cash XX
A-Gain on Disposal- Juo¥! IR CE Y Dr. Accumulated Depreciation- Asset name XX
Sales > book value .... Gain on disposal Cr. Assest name XX
_Goin on disposal—Revenues ~Credt side Cr.Gain on Disposal xx
Sales of Plant Assets: il J sa¥) g Dr. Cash XX
B-Loss on Disposal- J+oY & s BHlus Dr. Accumulated Depreciation- Asset name XX
Sales < book value .... loss on Disposal Dr. Loss on Disposal XX
Cr. Assest name XX

Rules:

1- Book Value = Original Cost - Accumulated Depreciation
2- Gain / Loss = Proceeds from sales — Book Value (8l Ll 1319 7o) Corgalb >YIN131 7 4dall day)

PAGES INCLUDED= P112-114

Prepared By Senior Teacher: Mrs. Layla Saeed Alhoaimi School Principal: Mrs. Hanadi Ali Faris
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Accounting 2- (Acc 212)

Chapter six Summary

Income Statement for Merchandising Business

Chapter Vocabularies

Sales

Terms Meaning
Income statement dsul (Ol) 4e38
Multiple step Income Statement Ol glasddl sasie - J3ul Ol
Ol |

Sales returns & allowances

OYudly Wl Oilaxdye

Sales discount

Slngrall (i) o

Net sales Olawa]! 3Uo
Opening (Beginning) Inventory Badl (J9l) duldy deladl
Purchases b iwll
Purchase returns & allowances OYaly b fawll Gl e
Net purchases Obiiall 3l
Expenses on Purchases b Al Caylae
Cost of Purchases b L]l 4285
Ending (closing) inventory suaadl (,3T) bl delin
Cost of Goods Sold de o)l A5liadl 4285
Gross profit =) )
Gross Loss Syl Jlox]
Operating (Operation) Expenses Jrad) Caylae
Income from Operation Oldeadl oo J3-LI
Non- operating Activities ddaidl pe dasdyl
Other revenues and gains Sy awnlag Wl

Dividend Revenues

paed! oo LI Slajes syl

Other Expenses and losses

3! lusdlg Casybaall

Casualty Losses

dadgio pl gl Gdlgadl Cawn Hilusd

Net Income Before tax dopall J8 J5d1 3o
Net Income /Profit =)/ B dbe
Net Loss SHlusdl 3Lo

Multiple Step Income Statement — <) shil) 3aaia Jial daild g2 Jadd o glhaal) ;Aala Aaadle

1|Page

Prepared By Senior Teacher: Mrs. Layla Saeed Alnoaimi

School Principal: Mrs. Hanadi Ali Faris
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Multiple Income Statement Formulas

1-Net Sales = Gross Sales — (Sales Discount + Sales Returns and Allowance)

2-Net Purchases = Gross Purchases — (Purchases Discount + Purchases Returns and
Allowance)

3- Cost of purchases =Net Purchases +Expenses on Purchases
4-Cost of Goods Available for Sales = Opening Inventory + Cost of purchases
5-Cost of Goods Sold = Cost of Goods Available for Sales - Ending Inventory

6-Gross Profit/Loss = Net Sales - Cost of Goods Sold

7-Income from Operation = Gross Profit — Operation Expenses

®
Loss from Operation = Gross Loss + Operation Expenses

8-Net Income/ Loss Before tax = Income from Operation + Other Revenues and gain —
Other Expenses and losses

9-Net Income = Net Income Before tax — (Net Income before tax x %)
Net Loss = Net Income Before tax + (Net Income before tax X %)

Example of Different Expenses & Revenues:

Expenses on Purchase:
Import tax — installation — freight in — Shipping in - carriage in — transportation in —
insurance on Purchases

Operation Expenses:

Depreciation Expense — Rent Expense — Salaries — Wages — Rent Expense — Supplies used —
Utilities Expense — Carriage out — freight out — Electricity expense — Bad debt expense —
Miscellaneous expenses — Administrative Expense- Repair Expense — Maintenance
Expense.

Other Expenses & Losses:
Interest expense — Losses on sales of plant Assets — Losses from war — Losses from strikes —
Law case Expense- Losses from floods

Other Revenues & Gain:
Interest Revenue — Service Revenue — Fees Earned — Rent Received — Gain from sales of

Plant Assets
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Multiple Income Statement Layout

Manama Fashion Center
Income Statement
For Year Ended Dec, 31 2016

Sales 178,000
Less: Sales returns 2,600 (-)
Sales Discount 5.400 (8,000)
= Net Sales 170,000
Less: Cost of Goods Sold:
Beginning Inventory 3,000
Purchases 106,000
Less: Purchases Returns (2.,000)
Less: Purchases Discount (1.000) @ @
= Net Purchases 103,000
+ Freight In 2.000

| 105,000

= Cost of Purchases

= Cost of Goods Available for Sale 108,000
Less: Ending Inventory (6,100)
= Cost of Goods Sold 101.900
= Gross Profit 68,100
- Operating Expenses:
Freight Out 3.900
Salaries Expenses 12300 I/;\
Repair Expenses 8.200 \_/
Advertising Expenses 5.400
Sales Commussion Expenses (170,000x1%) 1,700
Total Operating Expenses | 31,500
Income from Operations 36,600
+ Other Revenues and Gains:
Dividend Revenues 4 400 @
Rent Revenues 17,000 21.400
- Other Expenses and Losses: @
Interest Expenses 7.600
Loss from Sales Equipment 2.200 9_800)
= Net Income (Profit) 48,200
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