Chapter 4 

Question 2 

a) Profit measurement process 

Sales revenue 
less cost of goods sold 
= Gross profit 

Less operating expenses 

=Net Profit (loss)

b) Profit measurement in a merchandising business differs from a service business as follows: 
i) Sales are the primary source of revenue 
ii)  Expenses are divided into two main categories 
· Cost of sales and 
· Operating expenses 

Question 6 

	Date 
	Details 
	Debit 
	Credit 

	18/7 


20/7


24/7
	Purchases 
     Accounts payable 

Accounts payable 
     Purchase returns 

Accounts payable 
     Discount Revenue
     Bank 

	2240


140


2100
	
2240


140


42
2058




Brief exercise 4.8

These journal entries record the payment of GST to the taxation authority. Sellers limited has collected $100 GST on sales during the reporting period, and the amount of GST paid on purchases is $90; the remaining balance is the amount of cash paid to the tax authority. 
Additional Problem 6 

(a)
	Date 
	Details 
	Debit 
	Credit 

	4/06
	Cash 
   Purchase Return 
	1200
	
1200

	7/06
	Cash 
   Sales Revenue 
	18000
	
18000

	12/06
	Purchases 
   Cash 
	36000
	
36000

	20/06
	Sales Returns 
  Cash 
	900
	
900

	28/06
	Cash 
   Sales Revenue 
	4500
	
4500

	30/06
	Cost of Sales 
   Inventory 
	10200
	
10200


Cost of sales calculation 
Inventory at beginning 
+ Purchases 
· Purchase Returns 
· Inventory at end 
= Cost Of Goods Sold 
(b)
	Date 
	Details 
	Debit 
	Credit 

	4/06
	Cash 
   Purchase return 
	1200
	
1200

	7/06
	Cash 
  Sales Revenue 
Cost of Sales 
   Inventory 
	18000

8000

	
18000

8000

	12/06
	[bookmark: _GoBack]Inventory 
  Cash 
	16000
	
16000

	20/06
	Sales Returns 
   Cash 
Inventory 
    Cost of Sales 
	900

400
	
900

400

	28/06
	Cash 
   Sales Revenue 
Cost of Sales 
   Inventory 
	450

200
	
450

200

	30/06
	Stock Loss 
   Inventory 
	600
	
600
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