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Accounting for Transactions Using a General Journal: Chapter Objectives 

Learning Objectives 

After studying Chapter 11, in addition to defining key terms, you will be able to: 

 LO1 Explain the purpose of a general journal. 

 LO2 Account for purchases returns and allowances. 

 LO3 Post a general journal to the accounts payable ledger and general ledger. 

 LO4 Account for sales returns and allowances. 

 LO5 Post a general journal to the accounts receivable ledger and general ledger. 

 LO6 Record a correcting entry to the accounts receivable ledger. 

 LO7 Explain the relationship between retained earnings and dividends. 

 LO8 Account for the declaration and payment of dividends.  

  

Accounting for Transactions Using a General Journal: Accounting in the Real World: LG Electronics 

 “Life's good!” LG's familiar logo has become a common sight in electronics and appliance stores. 

From cell phones to televisions to refrigerators, LG Electronics is a leader in today's consumer 

electronics market. 

LG Electronics was founded in 1958 as GoldStar. Initially, it focused on supplying the Korean market 

with radios, televisions, and appliances. The company took a big step in 1982 when it became an 

international company by building a television manufacturing plant in Huntsville, Alabama. LG 

became a global leader in consumer electronics by acquiring U.S.-based Zenith Electronics in 1995. 

In recent years, LG has fueled its growth through strategic partnerships with other companies that 
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manufacture similar technologies. For example, LG and General Electric share patents on 

kitchenware and refrigerators. Schneider Electric and LG are partners in producing camera lenses for 

mobile phones. LG launched a smartphone that uses Microsoft's Windows Mobile 6.0, offering access 

to documents in Word, Excel, and PowerPoint. Through a partnership with Dolby Laboratories, LG 

expects to be the first handset maker to build Dolby Mobile technology into its cell phones. 

Critical Thinking 

  

   Suppose LG and Dolby are planning a joint venture to produce a media player. Dolby's 

contribution will be a part costing it $8 to produce. LG expects to add another $32 of costs and sell 

the product to retailers for $70. 

 

1. How should the $30-per-unit profit be divided 

between LG and Dolby? 

2. LG and Dolby together expect to spend $40 to 

produce the player. What other types of 

expenses do you think each company will incur 

to sell the product to retailers? Does this change 

your answer to part (1)? 

  

Accounting for Transactions Using a General Journal: Key Terms 

 general journal 

 purchases return 

 purchases allowance 

 debit memorandum 

 sales return 

 sales allowance 

 credit memorandum 

 retained earnings 

 dividends 

 board of directors 

 declaring 

 a dividend 

 
 



Chapter 11:Accounting for Transactions Using a General Journal: Lesson 11-1: 
Accounting for Purchases Transactions Using a General Journal  
Lesson 11-1: Accounting for Purchases Transactions Using a General Journal  

  

General Journal LO1 

Memorandum for Buying Supplies on Account 

Debit Memorandum for Purchases Returns and Allowances LO2 

Journalizing Purchases Returns and Allowances 

Posting from a General Journal to an Accounts Payable Ledger LO3 

Posting from a General Journal to a General Ledger 

End of Lesson Review 

  

LO1 Explain the purpose of a general journal. 

LO2 Account for purchases returns and allowances. 

LO3 Post a general journal to the accounts payable ledger and general ledger. 

General Journal LO1 

A journal with two amount columns in which all kinds of entries can be recorded is called a general 

journal . Not every transaction can be recorded in a special journal. For example, when ThreeGreen 

buys store supplies on account, the transaction results in a debit to Supplies—Store and a credit to 

Accounts Payable. The transaction is not a cash payment, so it cannot be recorded in the cash 

payments journal. Nor is the transaction a purchase of merchandise on account, so it cannot be 

recorded in the purchases journal. Transactions that cannot be recorded in a special journal are 

recorded in a general journal.  

  

Memorandum for Buying Supplies on Account 

ThreeGreen receives an invoice from a vendor when it buys store supplies on account. A pre-

numbered memorandum is attached to the invoice noting that it is for store supplies and not for 

purchases. This is done to ensure that the invoice gets paid and recorded correctly. 
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 Buying Supplies on Account 

  

December 2. Bought store supplies on account 

from Estes Supply, $165.25. Memorandum No. 

42. 

  

 

When store 

supplies are 

bought on 

account, both 

the value of 

store supplies 

on hand and 

the amount owed to vendors increase. Therefore, the journal entry for this transaction is a $165.25 

debit to Supplies—Store and a $165.25 credit to Accounts Payable. 

The equality of debits and credits is checked after each general journal entry is recorded. For this 

entry, the debit is $165.25 and the credit is 

$165.25. The debits equal the credits. 

A general journal entry posted to a 

controlling account, such as Accounts 

Payable, will also be posted to a subsidiary 

ledger account. This process maintains the 

equality of the controlling account balance 

with the sum of the subsidiary ledger 

account balances. 

 

 

Journalizing Buying Supplies on Account 

1 Write the date, 20--, Dec. 2, in the Date column. 



2 Write the account title, Supplies—Store, in the Account Title column. 

3 Write the memorandum number, M42, in the Doc. No. column. 

4 Write the debit amount to Supplies—Store, $165.25, in the Debit column on the same line as the 

account title. 

5 On the next line indented about one centimeter, write Accounts Payable/Estes Supply, in the 

Account Title column. Place a diagonal line between the two account titles. 

6 Place a diagonal line in the Post. Ref. column on the same line to show that the single credit 

amount is posted to the general ledger account, Accounts Payable, and the accounts payable ledger 

account, Estes Supply. 

7 Write the credit amount for Accounts Payable and Estes Supply, $165.25, in the Credit column on 

the same line as the two 

account titles. 

Debit Memorandum for 

Purchases Returns and 

Allowances LO2 

Customers generally do not 

want to keep merchandise 

that is inferior in quality, 

different from what they 

ordered, or damaged when 

received. If that happens, 

the customer may be 

allowed to return part or all 

of the merchandise purchased. Credit allowed for the purchase price of returned merchandise, 

resulting in a decrease in the customer's account payable to the vendor, is called a purchases return . 
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When merchandise is damaged but still usable, or is of a different quality than that ordered, the 

vendor may let the customer keep the merchandise at a reduced price. Credit allowed for part of the 

purchase price of merchandise that is not returned, resulting in a decrease in the customer's account 

payable to the vendor, is called a purchases allowance . 

A purchases return or allowance should be confirmed in writing. A form prepared by the customer 

showing the price deduction taken by the customer for a return or an allowance is called a debit 

memorandum . The form is called a debit memorandum because the customer records the amount as 

a debit to the vendor's account. The result is a decrease in the amount owed. A customer may use 

the debit memorandum as the source document for journalizing a purchases return or allowance. Or, 

the customer may wait for written confirmation from the vendor and use that confirmation as the 

source document. 

ThreeGreen issues a debit memorandum for each purchases return or allowance. These debit 

memorandums are used as source documents for purchases returns and allowances transactions. 

[CONCEPT: Objective Evidence] Using debit memorandums makes it possible for these transactions 

to be recorded immediately without waiting for written confirmation from the vendors. The original of 

each debit memorandum is sent to the vendor and ThreeGreen files a copy in its records. 

A business could credit 

Purchases for the amount of a 

purchases return or allowance. 

However, better information is 

provided if these amounts are 
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credited to a separate account titled Purchases Returns and Allowances. This allows the business to 

track the amount of purchases returns and allowances in a fiscal period and makes it possible to 

evaluate the efficiency of its purchasing activities. Journalizing Purchases Returns and Allowances 

  Merchandise returns and purchase allowances decrease the total value of merchandise purchased. 

Purchases Returns and Allowances is a contra account to Purchases. Thus, the normal account 

balance of Purchases Returns and Allowances is a credit, the opposite of the normal debit balance of 

Purchases. Both Purchases and Purchases Returns and Allowances are listed in the Cost of Goods 

Sold division of ThreeGreen's chart of accounts. 

December 8. Returned merchandise to Mobley Tools, $43.90, covering Purchase Invoice No. 528. 

Debit Memorandum No. 38. 

  

 

Journalizing Purchases Returns and 

Allowances 

1 Write the date, 8, in the Date column. 

2 Write the account title and vendor 

name, Accounts Payable/Mobley Tools, 

in the Account Title column. A diagonal line is placed between the two accounts. 

3 Write the debit memorandum number, DM38, in the Doc. No. column. 

4 Place a diagonal line in the Post. Ref. column to show that the single debit amount is posted to the 

general ledger account, Accounts Payable, and the accounts payable ledger account, Mobley Tools. 

5 Write the amount, $43.90, in the Debit column of the first line. 

6 On the next line indented about one centimeter, write Purchases Returns and Allowances in the 

Account Title column. 

7 Write the amount, $43.90, in the Credit column of the second line. 

   



Posting from a General Journal to an Accounts Payable Ledger LO3 

  

 

An entry in the general journal that affects Accounts Payable, a general ledger account, also affects a 

vendor's account in the accounts payable ledger. 

The diagonal line in the Post. Ref. column allows the posting references of both the general ledger 

and subsidiary ledger accounts to be recorded. 

 

 

Posting from a General Journal to an Accounts Payable Ledger 

Posting a Credit Entry 

1 Write the date, 2, in the Date column of the vendor account. 

2 Write the general journal page number, G12, in the Post. Ref. column of the account. G12 



signifies page 12 of the general journal. 

3 Write the amount, $165.25, in the Credit column of the vendor account. 

4 Add the amount in the Credit column to the previous balance in the Credit Balance column 

($820.00 + $165.25 = $985.25). Write the new balance, $985.25, in the Credit Balance 

column. 

5 Write the vendor number, 220, to the right of the diagonal line in the Post. Ref. column of the 

general journal. 

Posting a Debit Entry 

1 Write the date, 8, in the Date column of the vendor account. 

2 Write the general journal page number, G12, in the Post. Ref. column of the account. 

3 Write the amount, $43.90, in the Debit column of the vendor account. 

4 Subtract the amount in the Debit column from the previous balance in the Credit Balance 

column ($4,182.15 − $43.90 = $4,138.25). Write the new balance, $4,138.25, in the Credit 

Balance column. 

5 Write the vendor 

number, 240, to 

the right of the 

diagonal line in 

the Post. Ref. 

column of the 

general journal.  

  

Posting from a General 

Journal to a General 

Ledger 

  



 

 

Transactions recorded in the general journal can affect both general ledger and subsidiary ledger 

accounts. Buying supplies on account, for example, results in a debit to the general ledger account, 

Supplies—Store. The transaction also results in credits to the general ledger account, Accounts 

Payable, and the accounts payable ledger account, Estes Supply. 

In a computerized accounting system, transactions are posted immediately after they are entered. In 

a manual accounting system, general journal transactions may be posted immediately, at the end of 

each day, or less frequently. How often posting is done depends on the number and types of 

transactions. Since daily posting is most commonly practiced, this text will show daily posting. 

At the end of each day, each line of the entry can be posted in sequence to the general ledger and 

any subsidiary ledger. Or, amounts can be posted first to the subsidiary ledgers, then to the general 

ledger. The first method makes it less likely that a transaction will be overlooked in the posting 

process. The second method is more efficient because it uses only one ledger at a time. Whichever 

method is chosen, it should be applied consistently. Using a consistent method to post general 

journal entries helps to ensure that all amounts are posted. Always review a completed general 

journal page to be sure that all postings have been made. 

 

 

Posting a General Journal to a General Ledger 

1 Write the date, 2, in the Date column of the account. 

2 Write the general journal page number, G12, in the Post. Ref. column of the account. 

3 Write each amount in the Debit or Credit column of the general ledger account in the 

Account Title column. 

4 For each account, calculate and write the new account balance in the Balance Debit or 

Credit column. 

5 Write the general ledger account number in the Post. Ref. column of each line of the journal 

entry. For the debit to Supplies—Store, write 1550 in the Post. Ref. column. For the credit to 



Accounts Payable, write 2110 to the left of the diagonal line in the Post. Ref. column of the 

general journal. The vendor account number, 220, to the right of the diagonal line, indicates 

the accounts payable ledger account where the transaction was posted. 

  

End of Lesson Review 

LO1 Explain the purpose of a general journal. 

LO2 Account for purchases returns and allowances. 

LO3 Post a general journal to the accounts payable ledger and general ledger. 

Terms Review 

 general journal 

 purchases return 

 purchases allowance 

 debit memorandum 

Audit Your Understanding 

1. When is a transaction recorded in a general journal? 

2. When is the equality of debits and credits proved for a general journal? 

3. What is a primary difference between a purchases return and a purchases allowance? 

4. If purchases returns and allowances decrease the value of Purchases, why are returns and 

allowances credited to a separate account? 

 

Work Together 11-1 

Journalizing and posting transactions using a general journal 

A general journal and selected accounts payable and general ledger accounts for Evans Equipment 

are given in the Working Papers. Your instructor will guide you through the following examples. 

1. Journalize the following transactions during December of the current year. Use page 12 of a 

general journal. Source documents are abbreviated as follows: memorandum, M; debit memorandum, 



DM. 

Transactions: 

Dec. 5. Bought office supplies on account from Milam Corp., $532.00. M57. 

7. Returned merchandise to Griffin, Inc., $248.00. DM32. 

2. Post each general journal entry to the accounts payable and general ledgers. 

On Your Own 11-1 

Journalizing and posting transactions using a general journal 

A general journal and selected accounts payable and general ledger accounts for Steil Florist are 

given in the Working Papers. Work this problem independently. 

1. Journalize the following transactions during December of the current year and January of the next 

year. Use page 12 of a general journal. Source documents are abbreviated as follows: memorandum, 

M; debit memorandum, DM. 

Transactions: 

Dec. 15. Returned merchandise to Olen, Inc., $255.00. DM33. 

22. Bought store supplies on account from Gould Depot, $251.00. M58. 

23. Returned merchandise to Branker Supply, $69.00. DM34. 

28. Bought office supplies on account from Plette Corp., $198.00. M59. 

2. Post each general journal entry to the accounts payable and general ledgers. 

Chapter 11:Accounting for Transactions Using a General Journal: Ethics in Action: Whose Computer 

is It, Really?  

Ethics in Action: Whose Computer is It, Really?  

  

Instructions 

  



John Melton is an accounting manager at Stahl Industries. John often walks through his department 

to make himself available for his employees to ask questions and provide feedback. John has 

observed with increasing frequency that his employees have Internet social networking sites open 

while working on their computers. Concerned that productivity in his department might be impaired, 

he is considering installing some sort of monitoring system to gather evidence of his employees' 

computer use. 

In accordance with company policy, John began his planning by examining the company's code of 

conduct. Two statements appear to be relevant to this issue: 

“Employees should be treated with mutual respect, free from the threat of harassment and 

discrimination.” “Employees may, on occasion, use Company computer systems, such as the Internet 

and e-mail, for personal use. Such use should be on a limited basis and should not result in a 

measurable cost to the Company.” 

Instructions 

Use the ethics model to evaluate John's plan to monitor his employees' Internet use. What are your 

recommendations for John? 

 

Chapter 11:Accounting for Transactions Using a General Journal: Lesson 11-2: 
Recording Sales Transactions Using a General Journal  
Lesson 11-2: Recording Sales Transactions Using a General Journal  

  

Credit Memorandum for Sales Returns and Allowances LO4 

Journalizing Sales Returns and Allowances 

Posting from a General Journal to an Accounts Receivable Ledger LO5 

Correcting Errors in Subsidiary Ledger Accounts LO6 

End of Lesson Review 

  

LO4 Account for sales returns and allowances. 

LO5 Post a general journal to the accounts receivable ledger and general ledger. 



LO6 Record a correcting entry to the accounts receivable ledger. 

Credit 

Memorandum for 

Sales Returns and 

Allowances LO4 

 Most 

merchandising 

businesses expect 

to have some 

merchandise 

returned. A 

customer may 

receive the wrong 

item or get 

damaged goods. A customer may return merchandise for a credit on account or a cash refund. Credit 

allowed to a customer for the sales price of returned merchandise, resulting in a decrease in the 

accounts receivable of the merchandising business, is called a sales return . 

Credit may be granted to a customer without requiring the return of merchandise. Credit may also be 

given because of a shortage in a shipment. Credit allowed to a customer for part of the sales price of 

merchandise that is not returned, resulting in a decrease in the accounts receivable of the 

merchandising business, is called a sales allowance . 

A vendor usually informs a customer in writing when a sales return or a sales allowance is granted. A 

form prepared by the vendor showing the amount deducted for returns and allowances is called a 

credit memorandum . The form is called a credit memorandum because the vendor credits the 

customer's account, reducing the amount owed to the vendor. The original of a credit memorandum is 

given to the customer. The copy is used as the source document for recording the sales returns and 

allowances transaction. [CONCEPT: Objective Evidence] 

Sales returns and sales allowances decrease the amount of a business's sales. Sales Returns and 

Allowances is a contra account to the revenue account Sales. The normal account balance of Sales 

Returns and Allowances is a debit, the opposite of the normal credit balance of Sales. Both Sales and 
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Sales Returns and Allowances are listed in the Revenue division of ThreeGreen's chart of accounts. 

  

A business could debit the Sales 

account for the amount of a 

return or allowance. However, 

better information is provided if 

these amounts are debited to 

Sales Returns and Allowances. 

This contra account enables 

management to quickly learn if the percent of sales returns and allowances to sales is greater than 

expected. 

  
  

Journalizing Sales Returns and Allowances 

  

 

 

On November 9, ThreeGreen sold merchandise on account to Lake Automotive for $606.32 including 

tax. Later, on December 16, Lake Automotive returned merchandise it purchased for $65.85. The 

sales return reduces the amount owed by Lake Automotive by $69.80 ($65.85 sales plus $3.95 sales 

tax). 

Because the transaction is not a cash receipt, it cannot be recorded in the cash receipts journal. 

Since the transaction is not a sale on account, it cannot be recorded in the sales journal. Transactions 



that cannot be recorded in a special journal are recorded in the general journal. 

December 16. Granted credit to Lake Automotive for merchandise returned, $65.85, plus sales tax, 

$3.95, from S500; total, $69.80. Credit Memorandum No. 14. 

 Journalizing Sales Returns and Allowances 

1 Write the date, 16, in the Date 

column. 

2 Write Sales Returns and Allowances 

in the Account Title column. 

3 Write CM and the credit 

memorandum number, 14, in the Doc. 

No. column. 

4 Write the amount of the sales return, 

$65.85, in the Debit column. 

5 Write Sales Tax Payable on the next line in the Account Title column. 

6 Write the sales tax amount, $3.95, in the Debit column. 

7 On the next line, in the Account Title column, indented about one centimeter, write the 

general ledger and accounts payable ledger accounts to be credited, Accounts 

Receivable/Lake Automotive. 

8 Draw a diagonal line in the Post. Ref. column. 

9 Write the total accounts receivable amount, $69.80, in the Credit column. 

  

Posting from a General Journal to an Accounts Receivable Ledger LO5 

  



 

 

Entries in the general journal may affect account balances in both general ledger and subsidiary 

ledger accounts. The posting of the transaction to the general ledger follows the same steps 

presented earlier in the chapter. 

 

Posting from a General Journal to an Accounts Receivable Ledger 

1 Write the date, 16, in the Date column of the customer account. 

2 Write the general journal page number, G12, in the Post. Ref. column of the account. G12 

signifies page 12 of the general journal. 

3 Write the amount, $69.80, in the Credit column of the customer account. 

4 Subtract the amount in the Credit column from the previous balance in the Debit Balance 

column ($606.32 – $69.80 = $536.52). Write the new balance, $536.52, in the Debit Balance 

column. 

5 Write the customer number, 130, to the right of the diagonal line in the Post. Ref. column of 

the general journal. 

  



Correcting Errors in Subsidiary Ledger Accounts LO6 

  

 

Errors may be made in recording 

amounts in subsidiary ledgers that do 

not affect the general ledger 

controlling account. For example, a 

sale on account may be recorded to 

the wrong customer in the sales 

journal.  

 

December 26. Found that a sale on 

account to Skinner College was 

incorrectly charged to the account of 

Wells Apartments, $334.00. 

Memorandum No. 44. 

The correcting entry recorded in the general journal involves only subsidiary ledger accounts. Skinner 

College's account is debited for $334.00 to record the charge sale in the correct account. Wells 

Apartments' account is credited for $334.00 to cancel the incorrect entry. 

The steps for posting a journal entry to correct customer accounts are the same as posting other 

transactions to subsidiary ledgers with one exception. A diagonal line is not needed in the Post. Ref. 

column to separate the references to the general ledger and subsidiary ledger account. Only a 

reference to the subsidiary ledger account is entered in the Post. Ref. column of the general journal 

because the correcting transaction does not affect a general ledger account. 

 

Journalizing and Posting Correcting Entries Affecting Customer Accounts 

1 Write the date, 26, in the Date column of a general journal. 

2 Write the name of the correct customer, Skinner College, in the Account Title column. 

3 Write the memorandum number, M44, in the Doc. No. column. 



4 Write the amount, $334.00, in the Debit column. 

5 Indent and write the name of the incorrectly charged customer, Wells Apartments. 

6 Write the amount, $334.00, in the Credit column. 

7 Write the date, 26, in the Date column of each customer account. 

8 Write the general journal page number, G12, in the Post. Ref. column of each customer 

account. 

9 Write the amount, $334.00, in the appropriate Debit or Credit column of each customer 

account. 

10 For each account, calculate and write the new account balance in the Debit Balance 

column. 

11 Write the appropriate customer numbers in the Post. Ref. column of the general journal. 

  

End of Lesson Review 

LO4 Account for sales returns and allowances. 

LO5 Post a general journal to the accounts receivable ledger and general ledger. 

LO6 Record a correcting entry to the accounts receivable ledger. 

Terms Review 

 sales return 

 sales allowance 

 credit memorandum 

Audit Your Understanding 

1. What is the difference between a sales return and a sales allowance? 

2. What is the source document for journalizing sales returns and allowances? 

3. Why are sales returns and allowances not debited to the Sales account? 



4. Which general ledger accounts are affected, and how, by a sales returns and allowances 

transaction? 

 

Work Together 11-2 

Accounting for sales returns and allowances using a general journal 

A general journal and selected accounts receivable and general ledger accounts for Cline Interiors 

are given in the Working Papers. Your instructor will guide you through the following examples. 

1. Using the current year, journalize the following transactions on page 6 of a general journal. Source 

documents are abbreviated as follows: credit memorandum, CM; sales invoice, S. 

Transactions: 

June 4. Granted credit to Keller Associates for merchandise returned, $245.00, plus sales tax, 

$14.70, from S645; total, $259.70. CM28. 

9. Learned that a sale on account to Ashston & Lindsay LLP was incorrectly charged to the 

account of Abraham Corporation, $623.00. Memorandum No. 61. 

12. Granted credit to Lambert Schools for damaged merchandise, $206.00 (no sales tax), from 

S633. CM29. 

26. Found that a sale on account to Keller Associates was incorrectly charged to the account 

of Karson Properties, $598.00. Memorandum No. 62. 

2. Post each general journal entry to the accounts receivable and general ledgers. 

On Your Own 11-2 

Accounting for sales returns and allowances using a general journal 

The general journal and accounts receivable ledger for Food Warehouse are given in the Working 

Papers. Work this problem independently. 

1. Using the current year, journalize the following transactions on page 7 of a general journal. Source 

documents are abbreviated as follows: credit memorandum, CM; sales invoice, S. 



Transactions: 

July 5. Granted credit to City Food Bank for damaged merchandise, $245.00 (no sales tax), 

from S764. CM36. 

8. Found that a sale on account to Learning Playhouse was incorrectly charged to the account 

of RPL Corporation, $846.00. Memorandum No. 92. 

19. Granted credit to Paulson Café for merchandise returned, $158.50, plus sales tax, $9.51, 

from S758; total, $168.01. CM37. 

23. Learned that a sale on account to City Food Bank was incorrectly charged to the account 

of Bettsworth Hospital, $489.00. Memorandum No. 93. 

2. Post each general journal entry to the accounts receivable and general ledgers. 

 

Chapter 11:Accounting for Transactions Using a General Journal: Think Like an Accountant: Sales 

Returns are Expensive  

Think Like an Accountant: Sales Returns are Expensive  

 

Not only does a sales return eliminate the financial benefit of a sale, but the time and effort involved in 

receiving and restocking returned items are also expensive. Over the past year, the level of sales 

returns at Midwest Equipment Supply has risen. The company's management has hired your 

accounting firm to address the problem, and you've been given the assignment. 

Your first step for correcting the problem is to talk to customers having a high level of sales returns. 

You will attempt to discover the most common reason for their sales returns. Is the customer unhappy 

with the quality of the items? Were the wrong goods shipped? Was an incorrect quantity of goods 

shipped? Once you understand the problem, you can begin to develop the solution. 

Your client's computer system contains a report that summarizes its sales and sales returns for each 

customer over a period of time. To determine which customers to call, you need to calculate a return 

rate for each customer. Those customers having the highest return rate should be contacted. 

Open the Spreadsheet TLA_CH11 



    Follow the steps on the Instructions worksheet. The Analysis worksheet contains the most 

recent summary report of sales and sales returns. Prepare a report of the five customers having the 

highest return rates. Why might you also interview customers having the lowest return rates? 

 

Chapter 11:Accounting for Transactions Using a General Journal: Lesson 11-3: 
Accounting for the Declaration and Payment of a Dividend  
Lesson 11-3: Accounting for the Declaration and Payment of a Dividend  

  

Stockholders' Equity Accounts Used by a Corporation LO7 

Declaring a Dividend LO8 

Paying Declared Dividends 

End of Lesson Review 

 

LO7 Explain the relationship between retained earnings and dividends. 

LO8 Account for the declaration and payment of dividends. 

Stockholders' Equity Accounts Used by a Corporation LO7 

(3000) STOCKHOLDERS' EQUITY 

3110 Capital Stock 

3120 Paid-In Capital in Excess of Par 

3130 Retained Earnings 

3140 Dividends 

3150 Income Summary 

 

The owners' equity accounts for a corporation are listed under a major chart of accounts division titled 

Stockholders' Equity. 

Most corporations have many stockholders. It is not practical to have a separate owner's equity 

account for each stockholder. Instead, a single owners' equity account titled Capital Stock is used for 



the investment of all owners. 

Net income increases a corporation's total stockholders' equity. Some income may be retained by a 

corporation for business expansion. An amount earned by a corporation and not yet distributed to 

stockholders is called retained earnings . 

  

 

Retained Earnings is the 

stockholders' equity account 

used to record a corporation's 

earnings. 

Some of a corporation's income 

may be given to stockholders as a return on their investments. Earnings distributed to stockholders 

are called dividends . A corporation's dividend account is a temporary account similar to a 

proprietorship's drawing account. Each time a dividend is declared, the stockholders' equity account, 

Dividends, is debited. At the end of each fiscal period, the balance in Dividends is closed to Retained 

Earnings. 

Declaring a Dividend LO8 

  

 

A group of persons elected by the stockholders to govern a corporation is called the board of 

directors . Dividends can be distributed to stockholders only by formal action of a corporation's board 

javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);


of directors. (CONCEPT: Business Entity) Action by a board of directors to distribute corporate 

earnings to stockholders is called declaring a dividend . Dividends are normally declared on one date 

and paid on a later date. 

Not all corporations declare dividends. A corporation's board of directors must consider how the 

dividend impacts the corporation and the desire of stockholders to receive a dividend. However, when 

a dividend is declared, the corporation is obligated to pay it. The dividend is a liability that must be 

recorded in the corporation's accounts. A dividend cannot exceed the balance of the Retained 

Earnings account. 

ThreeGreen's board of directors declares a dividend every three months so that stockholders can 

share the corporation's earnings throughout the year. ThreeGreen declares dividends each March 15, 

June 15, September 15, and December 15. The dividends are then paid on the 15th of the month 

following the declaration. 

December 15. ThreeGreen's board of directors declared a quarterly dividend of $0.05 per share; 

capital stock issued is 75,000 shares; total dividend, $3,750.00. Date of payment is January 15. 

Memorandum No. 43. 

   

The stockholders' equity account, 

Dividends, increases by a debit and 

has a normal debit balance. Therefore, 

Dividends is debited for $3,750.00. 

Dividends Payable is credited for 

$3,750.00 to show the increase in this 

liability account. 

The journal entry is posted to general 

ledger accounts using the same 

procedures illustrated earlier in this 

chapter. 

 

Journalizing a Declared Dividend 

javascript:void(0);


1 Write the date, 15, in the Date column. 

2 Write the title of the account debited, Dividends, in the Account Title column. 

3 Write the memorandum number, M43, in the Doc. No. column. 

4 Write the debit amount, $3,750.00, in the Debit column. 

5 Write the title of the account credited, Dividends Payable, on the next line of the Account 

Title column, indented about one centimeter. 

6 Write the credit amount, $3,750.00, in the Credit column. 

  

   Dividends is a temporary account that is closed to Retained Earnings at the end 

of the fiscal period. 

  
  

Paying Declared Dividends 

  

 

 

ThreeGreen issues one check for the amount of the total dividend to be paid. Most corporations make 

the check payable to an agent, such as a bank. The agent then handles the details of sending 

dividend checks to individual stockholders. 

  



 

 

  January 15. Paid 

cash for quarterly 

dividend declared 

December 15, 

$3,750.00. Check No. 

742. 

When this entry is 

posted, the Dividends 

Payable account has a zero balance. Procedures for posting a cash payments journal were 

presented in Chapter 9. 

 

Journalizing the Payment of a Dividend 

1 Write the date, 15, in the Date column. 

2 Write the account title, Dividends Payable, in the Account Title column. 

3 Write the check number, 742, in the Ck. No. column. 

4 Write the debit amount to Dividends Payable, $3,750.00, in the General Debit column. 

5 Write the credit amount, $3,750.00, in the Cash Credit January 15. Paid cash for quarterly 

dividend declared column. 

  
  

End of Lesson Review 

LO7 Explain the relationship between retained earnings and dividends. 

LO8 Account for the declaration and payment of dividends. 

Terms Review 

 retained earnings 



 dividends 

 board of directors 

 declaring a dividend 

Audit Your Understanding 

1. Under what major chart of accounts division are the owners' equity accounts for a corporation 

normally listed? 

2. Why is only one account maintained for the investment of all owners of a corporation? 

3. Which account does a corporation use to record earnings not yet distributed to stockholders? 

4. How and when do net income and dividends impact permanent stockholders' equity accounts? 

5. What action is required before a corporation can distribute income to its stockholders? 

 

Work Together 11-3 

Journalizing the declaration and payment of dividends 

Journals for LPF Corporation are given in the Working Papers. Your instructor will guide you through 

the following examples. 

Journalize the following transactions during December of the current year and January of the next 

year. Use page 12 of a general journal and page 15 of a cash payments journal. Source documents 

are abbreviated as follows: check, C; memorandum, M. 

Transactions: 

Dec. 15. The board of directors declared a dividend of $2.00 per share; capital stock issued is 

6,000 shares. M112. 

Jan. 15. Paid cash for dividend declared December 15. C556. 

On Your Own 11-3 

Journalizing the declaration and payment of dividends 

Journals for Badge Crafts are given in the Working Papers. Work this problem independently. 

Journalize the following transactions during December of the current year and January of the next 



year. Use page 12 of a general journal and page 14 of a cash payments journal. Source documents 

are abbreviated as follows: check, C; memorandum, M. 

Transactions: 

Dec. 15. The board of directors declared a dividend of $3.00 per share; capital stock issued is 

7,000 shares. M98. 

Jan. 15. Paid cash for dividend declared December 15. C632. 

 

Chapter 11:Accounting for Transactions Using a General Journal: Financial Literacy: Charitable 

Contributions  

Financial Literacy: Charitable Contributions  

  

Activities 

 Americans should be proud of their charitable giving. The average American family donates $2,000 

per year. Small businesses donate as much as 6% of their profits. Both families and businesses give 

more than in any other country. Charitable giving is a vital contribution to society. 

Picking a charity that will use contributions wisely requires some effort. In an effort to pressure 

donors, many charities create a false sense of urgency. It is never wise to give money under 

pressure. That can result in a poor choice of charities and adversely impact one's budget. 

The first step in selecting a charity is to identify an issue that holds personal significance. Then, 

become familiar with the charities that support your cause. Study the charity's finances and see how 

they spend their donations. At least 75% should go directly to the cause. Be cautious of organizations 

that spend heavily on administrative expenses, program development, or education (usually 

advertising). CharityWatch.org , the Better Business Bureau, and Charityguide.org are examples of 

watchdog organizations. They monitor and report how effectively charities spend their money. 

Activities 

1. Assume you are the owner of a small business that sells children's toys. 

a. Using the Internet (search children's charities), find three charities pertaining to children that 

you might support. Explain why you chose these charities. 

http://charitywatch.org/
http://charityguide.org/


b. Using Excel, create a chart for each charity displaying its use of funds as a percent of 

expenses. 

2. Explain how a small business that is not making a profit can still donate to charity. 

3. List at least three ways businesses benefit from their charitable contributions. 

 

Chapter 11:Accounting for Transactions Using a General Journal: Why Accounting?: Cost of Surgery  

Why Accounting?: Cost of Surgery  

  

Critical Thinking 

 For a patient needing surgery, many questions will arise: How will the surgery be done? Who will 

perform the surgery? What will be the recovery time? What precautions will be taken to prevent 

infection? How much will it cost? What if the surgery isn't successful? The answer to the first question 

will affect the answers to all of the other questions. 

In the past, surgery required an incision large enough to allow the surgeon's hands and instruments 

to access the affected area. Today, there are many new approaches to surgery which permit less 

invasive procedures. Some of these are laparoscopy, robotics, microwaves, radiofrequency ablation, 

cryoablation (freezing), cold plasma, and lasers. 

Alternative surgical procedures will very likely decrease the pain from an operation, decrease the 

length of any hospital stay, reduce the chance of infection, and improve the likelihood of a successful 

outcome. However, advanced surgical procedures will likely limit the number of surgeons who can 

perform the operation and increase the expense of each surgery. 

  

   The revenue earned on each surgery must cover many 

expenses related to developing and using the alternative surgical method. These would include: 

 

1. Research and development 

2. Patent and other legal activities 

3. FDA approval 



4. Quality control 

5. Production 

6. Training 

7. Marketing and selling 

Critical Thinking 

1.     Search the Internet for an article about an alternative form of surgery. For example, 

you could visit the website of the FDA (www.fda.gov ). Write a one-paragraph summary about 

the procedure you researched. 

2. List three expenses that may have been affected by the alternative form of surgery you chose 

in part (1). Explain why. 

 

Chapter 11:Accounting for Transactions Using a General Journal: Careers in Accounting  

Careers in Accounting  

  

Activity 

 

Jose Soto 

ACCOUNTANT/GENERAL LEDGER ACCOUNTANT 

The job title “accountant” is used for many positions in the broad field of accounting. It is often the job 

title for general ledger accountants. However, the position of general ledger accountant is quite 

specific with tasks and responsibilities that are very different from other accounting positions. 

Jose Soto is a general ledger accountant. He is responsible for a variety of tasks related to the 

general ledger. Some of these tasks are: 

1. Accurately record all transactions 

2. Make appropriate adjusting and closing entries 

3. Reconcile accounts 

4. Manage the computerized accounting system 

5. Compare budgeted to actual costs 

http://www.fda.gov/


6. Prepare financial statements 

7. Prepare other schedules and reports required by management 

8. Prepare tax returns 

The size of the company usually determines the specific duties of the general ledger accountant. In 

the large company where Jose works, he has responsibility for certain areas of the accounting 

process and supervises the accounting clerks. In small companies, the general ledger accountant 

would be responsible for a wider range of tasks. 

Salary Range: Salaries vary with job responsibilities. An entry-level general ledger accountant usually 

earns between $34,000 and $45,000 annually, plus bonuses and/or profit sharing. 

Qualifications: The general ledger accountant must have a complete understanding of accounting and 

accounting systems. Since most of accounting is automated, the general ledger accountant must be 

able to work with computer systems. Good communication skills are required. The ability to work well 

with subordinates and others at all levels is essential. Other required skills include: 

• The ability to work alone 

• The discipline to plan and complete projects 

• The knowledge to apply GAAP to specific situations 

• The analytical skills to interpret data and solve problems 

Most general ledger accountants have a four-year accounting degree, although some do not. Many 

have the Certified Public Accountant (CPA) certification. 

Occupational Outlook: The growth in the number of general ledger accounting positions is expected 

to be much faster than average (20% or more by 2018). 

Sources: payscale.com ; online.onetcenter.org ; accountingcoach.com . 

Activity 

Search a newspaper or job search site on the Internet for job openings in your area for general ledger 

accountants. Select five postings and write a summary of the education requirements, salary range, 

and job descriptions for all five postings. 

 

http://payscale.com/
http://online.onetcenter.org/
http://accountingcoach.com/


Chapter 11:Accounting for Transactions Using a General Journal: End of Chapter 
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End of Chapter Review  

  

Accounting for Transactions Using a General Journal: A Look at Accounting Software 

Accounting for Transactions Using a General Journal: Chapter Summary 

Accounting for Transactions Using a General Journal: Explore Accounting 

Accounting for Transactions Using a General Journal: Apply Your Understanding: Application 

Problem 

Accounting for Transactions Using a General Journal: Apply Your Understanding: Mastery Problem 

Accounting for Transactions Using a General Journal: Apply Your Understanding: Challenge Problem 

Accounting for Transactions Using a General Journal: 21st Century Skills 

Accounting for Transactions Using a General Journal: Auditing for Errors 

Accounting for Transactions Using a General Journal: Analyzing Nike's Financial Statements 

Accounting for Transactions Using a General Journal: A Look at Accounting Software 

In a manual accounting system, paper journals and ledgers make it easy to view transactions that 

have been entered and posted. Posting references make it easy to track journal entries in the 

ledgers. An auditor can quickly follow all the transactions that lead to the financial results at the end of 

a fiscal period. 

In a computerized accounting system, tracking transactions can be much more difficult. Multiple 

windows need to be opened to see all effects of the many transactions. Navigating through so many 

windows can be awkward. 

All computerized accounting systems allow the user to print a variety of transaction reports. Paper 

records can make tracking transactions and finding errors easier. If desired, a report of each 

transaction can be printed out as soon as it has been posted, as in Figure 1, below. All transactions 

within a given date range and within a specified range of account numbers can be printed out. Or, 

users could choose to print a report of all the transactions in any single general ledger or subsidiary 

ledger account for a given date range, as in Figure 2, below. 



Reviewing 

Transactions That 

Have Been 

Entered and 

Posted 

 1 Figure 1 shows 

a general ledger 

detail report of the 

transaction on 

December 2, 20--, 

shown on page 

324 in this 

chapter. It was 

printed right after 

the transaction was posted. 

2 Note that the transactions are listed by account. Only general ledger accounts are shown on this 

report. If there had been other GL accounts affected, Sales Tax Payable, for example, they would 

appear in order by account number in this listing. 

3 The Type column, under the account title, displays the type of journal window the transaction was 

entered in. 

4 As with manual accounting systems, computerized systems post accounts payable and accounts 

receivable transactions to both general ledger and subsidiary ledger accounts. Note how the 

Transaction Detail report (Fig. 1) corresponds to the Account Detail for Estes Supply (Fig. 2). 

5 For this Account Detail report, the user selected the months of November and December of the 

current year. Any range could have been selected, from a single day to multiple years. 

6 This report lists postings in date order. 

7 Account detail reports usually include just two amount columns—one showing the amount posted 

as a positive or negative number and the other showing the running account balance. The normal 

account balance, whether debit or credit, is always positive. So, on this report, since Estes Supply 



would have a normal credit balance, debits are shown as negative numbers.  

  

Accounting for Transactions Using a General Journal: Chapter Summary 

A general journal is used to record transactions that cannot be recorded in a special journal. 

Examples illustrated in this chapter include: 

1. The purchase of supplies on account 

2. Purchases returns and allowances 

3. Sales returns and allowances 

4. The declaration of a dividend 

Since no cash is involved, none of these transactions can be recorded in a cash payments or cash 

receipts journal. The transactions do not involve the purchase or sale of merchandise on account so 

they would not be recorded in a purchases or sales journal. 

Customers may be allowed to return merchandise to a vendor. Examples are merchandise that is 

inferior in quality, different from what was ordered, or damaged when received. A purchases return 

occurs when a customer returns merchandise to a vendor. A purchases allowance occurs when a 

vendor allows a customer to keep the merchandise at a reduced price. Both transactions increase 

Purchases Returns and Allowances, a contra account to Purchases, and reduce Accounts Payable. 

The customer prepares a debit memorandum to document the transaction. 

Vendors record the merchandise returned by a customer as a sales return. A sales allowance occurs 

when a customer is allowed to keep the merchandise at a reduced price. Both transactions increase 

Sales Returns and Allowances, a contra account to Sales, and reduce Accounts Receivable. The 

vendor prepares a credit memorandum to document the transaction and sends a copy to the 

customer. 

A dividend is a distribution of a corporation's earnings to its stockholders. When the board of directors 

declares a dividend, the Dividends Payable account is increased to reflect the corporation's obligation 

to pay the dividend. 

Accounting for Transactions Using a General Journal: Explore Accounting 

 Categories of Internal Control 



It's a fact of life—people make mistakes. It's not a matter of if, but how often. For this reason, 

accounting procedures must be set up to minimize the problems caused by these mistakes. One type 

of error is the posting of a transaction from a journal to both the general ledger and a subsidiary 

ledger. For example, ThreeGreen might fail to record a sale to a customer's account. As a result, 

ThreeGreen may never collect that account receivable. To avoid errors and the losses they cause, 

businesses should establish effective controls. Processes and procedures employed within a 

business to ensure that its operations are conducted ethically, accurately, and reliably are called 

internal controls. 

Internal controls are of three types: (1) preventive, (2) detective, and (3) corrective. A preventive 

control attempts to prevent an employee from making the error. Establishing and following consistent 

procedures for posting transactions is a preventive control. A detective control actively looks for 

errors. Preparing a trial balance is a detective control. A corrective control restores the business to 

normal after an error has occurred. Insurance on employees who handle cash is a corrective control 

meant to protect the business from any fraudulent activity by those employees. 

Businesses with enough employees should split duties among several of them to reduce the chances 

of error. This segregation of duties enables one employee to check the work of another. For example, 

one employee should post transactions to the general ledger while another employee should post 

transactions to the subsidiary ledger. 

Instructions 

1. Determine whether the following control procedures are preventive, detective, or corrective: 

a. A computerized accounting system requires the debits and credits of a journal entry to be 

equal. 

b. A manager recounts the cash in an employee's cash drawer before the cash total is written 

on a deposit slip. 

c. An accountant uses a computer program to search the accounting records for credit entries 

to expense accounts. 

d. A company replaces a hand-prepared sales invoice system with a point-of-sale system. 

e. Customers at a fast-food restaurant receive a free meal if they inform the manager that they 



did not receive a sales receipt. 

2. Discuss whether a policeman scanning a highway with radar is a preventive or detective control of 

the speed limit.  

  

Accounting for Transactions Using a General Journal: Apply Your Understanding: 
Application Problem 
INSTRUCTIONS: Download problem instructions for Excel, QuickBooks, and Peachtree from the 

textbook companion website at www.C21accounting.com . 

11-1 Application Problem: Journalizing and Posting Purchases Transactions Using 
a General Journal LO2, 3 

•     Journalize and post vendor transactions to the general journal and accounts payable 

ledger. 

• Print the worksheets. 

A general journal and selected accounts payable and general ledger accounts for Holiday Ceramics 

are given in the Working Papers. 

Instructions: 

1. Journalize the following transactions during December of the current year. Use page 12 of a 

general journal. Source documents are abbreviated as follows: memorandum, M; debit memorandum, 

DM. 

Transactions: 

Dec. 2. Bought store supplies on account from Daniels Supply, $153.00. M85. 

6. Returned merchandise to Mason Molds, $107.00. DM23. 

7. Returned merchandise to Harris Paints, $129.00. DM24. 

9. Bought office supplies on account from Office Zone, $292.00. M86. 

http://www.c21accounting.com/


2. Post each general journal entry to the accounts payable and general ledgers. 

11-2 Application Problem: Accounting for Sales Returns and Allowances Using a 
General Journal LO4, 5, 6 

1.     Journalize and post sales transactions to the general journal and accounts receivable 

ledger. 

2. Print the worksheets. 

A general journal and selected accounts receivable and general ledger accounts for Quality Furniture 

Center are given in the Working Papers. 

Instructions: 

1. Using the current year, journalize the following transactions on page 9 of a general journal. Source 

documents are abbreviated as follows: credit memorandum, CM; sales invoice, S. 

Transactions: 

Sept. 3. Found that a sale on account to John Auburn was incorrectly charged to the account 

of Mary Best, $1,562.00. Memorandum No. 160. 

5. Granted credit to Anna Jackson for merchandise returned, $657.00, plus sales tax, $39.42, 

from S884; total, $696.42. CM88. 

14. Granted credit to Metsville Schools for damaged merchandise, $398.00 (no sales tax), 

from S879. CM89. 

19. Found that a sale on account to Burns & Associates was incorrectly charged to the account 

of Cassidy Corporation, $993.00. Memorandum No. 161. 

2. Post each general journal entry to the accounts receivable and general ledgers. 

11-3 Application Problem: Journalizing the Declaration and Payment of 
Dividends LO8 

Journals for Meridian Industries are given in the Working Papers. 



Instructions: 

Journalize the following transactions during December of the current year and January of the next 

year. Use page 12 of a general journal and page 16 of a cash payments journal. Source documents 

are abbreviated as follows: check, C; memorandum, M. 

Transactions: 

Dec. 15. The board of directors declared a dividend of $0.24 per share; capital stock issued is 

120,000 shares. M260. 

Jan. 15. Paid cash for dividend declared December 15. C954. 

  
  

Accounting for Transactions Using a General Journal: Apply Your Understanding: Mastery Problem 

11-M.1 Mastery Problem: Journalizing and Posting Transactions Using a General 
Journal and a Cash Payments Journal LO2, 3, 4, 5, 6, 8 

Journals and selected accounts payable, accounts receivable, and general ledger accounts for 

Williams Market are given in the Working Papers. 

Instructions: 

1. Journalize the following transactions during December of the current year. Use page 12 of a 

general journal. Journalize the January transaction on page 16 of a cash payments journal. Source 

documents are abbreviated as follows: memorandum, M; debit memorandum, DM; credit 

memorandum, CM; sales invoice, S. 

Transactions: 

Dec. 2. Granted credit to JD's Café for damaged merchandise, $49.00, plus sales tax, $3.92, 

from S678; total, $52.92. CM68. 

3. Bought store supplies on account from Kelsar Supply, $231.00. M335. 

6. Learned that a sale on account to Rib Shack was incorrectly charged to the account of 



Restaurant Deville, $754.00. M336. 

12. Returned merchandise to Great Lakes Produce, $256.00. DM93. 

15. The board of directors declared a dividend of $0.34 per share; capital stock issued is 8,600 

shares. M337. 

23. Granted credit to Connie's Bakery for merchandise returned, $189.00, plus sales tax, 

$15.12, from S680; total, $204.12. CM69. 

28. Returned merchandise to Century Foods, $358.00. DM94. 

Jan. 15. Paid cash for dividend declared December 15. C881. 

2. Post each general journal entry to the appropriate subsidiary ledger and the general ledger. 

3. Post the Jan. 15 transaction in the General Debit column of the cash payments journal. 

1.     Journalize and post sales returns in the Credit Memos window. 

2. Journalize and post purchase returns in the Vendor Credit Memos window. 

3. Print the sales journal, cash receipts journal and purchase journal. 

4. Print the vendor ledgers and the customer ledgers. 

1.     Journalize and post sales returns in the Create Credit Memos/Refunds window. 

2. Journalize and post purchase returns in the Enter Bills window. 

3. From the menu bar, select Reports; Accountant & Taxes, Journal. 

4. Make the selections to print the December 1-31, 2011 journal. 

1.     Go to www.cengage.com/login 

2. Click on AA Online to access. 

3. Go to the online assignment and follow the instructions. 

11-M.2 Mastery Problem (Review of Chapters 9, 10, and 11): Journalizing and Posting 

Transactions 

Journals and selected accounts payable, accounts receivable, and general ledger accounts for 

Innovative Solutions are given in the Working Papers. 

http://www.cengage.com/login


Instructions: 

1. Journalize the following transactions during December of the current year. Use page 12 of a 

general journal, page 12 of a sales journal, page 12 of a purchases journal, page 12 of a cash 

receipts journal, and page 15 of a cash payments journal. The company offers sales terms of 2/10, 

n/30. The sales tax rate is 6%. Post the following transactions when journalized: (a) transactions 

impacting the accounts receivable or accounts payable subsidiary ledgers, (b) transactions recorded 

in the general journal, and (c) cash payments entered in a general amount column of the cash 

payments journal. Source documents are abbreviated as follows: check, C; memorandum, M; 

purchase invoice, P; receipt, R; sales invoice, S; terminal summary, TS; debit memorandum, DM; 

credit memorandum, CM. 

Transactions: 

Dec. 1. Sold merchandise on account to Larry Simpson, $4,780.00, plus sales tax. S395. 

2. Paid cash to Perkins Properties for rent, $800.00. C518. 

3. The board of directors declared a dividend of $0.20 per share; capital stock issued is 20,000 

shares. M68. 

4. Received cash on account from Coastal County Schools, $814.80, less 2% sales discount. 

R289. 

5. Paid cash to Ulman Paper for office supplies, $169.00. C519. 

6. Paid cash on account to Jing Corporation for $2,618.00, less 2% discount. C520. 

7. Purchased merchandise on account from Wilson Metals, $9,000.00, less a 60% trade 

discount. P315. 

8. Bought office supplies on account from Barger Office Supply, $148.00. M69. 

Dec. 9. Paid cash to Dave's Signs for miscellaneous expense, $42.00. C521. 

10. Sold merchandise on account to LaDonna Atkins, $2,410.00, plus sales tax. S396. 

12. Paid cash to Daniel Promotions for advertising, $590.00. C522. 



13. Paid cash to City Utilities for electric bill, $347.50. C523. 

14. Purchased merchandise on account from Quitman Manufacturing, $4,818.00. P316. 

15. Sold merchandise on account to Coastal County Schools, $3,448.00. Coastal County 

Schools is exempt from sales tax. S397. 

16. Granted credit to Larry Simpson for merchandise returned, $229.00, plus sales tax, $13.74; 

total, $242.74. CM21. 

17. Recorded cash and credit card sales, $6,148.90, plus sales tax, $332.04; total, $6,480.94. 

TS49. 

18. Returned merchandise to Jing Corporation, $540.00. DM8. 

22. Received cash on account from Joseph Greggs, $2,219.15. R290. 

28. Paid cash for dividend declared December 3. C524. 

30. Paid cash to replenish the petty cash fund: advertising expense, $49.00; miscellaneous, 

$25.00; cash short, $2.00. C525. 

2. Prove and rule the sales journal. Post the totals of the special columns to the general ledger. 

3. Total and rule the purchases journal. Post the total to the general ledger. 

4. Prove the equality of debits and credits for the cash receipts journal. Post the totals of the special 

columns to the general ledger. 

5. Prove and rule the cash payments journal. Post the totals of the special columns to the general 

ledger. 

6. Prove cash. The balance on the next unused check stub is $22,267.95. 

7. Prepare a schedule of accounts receivable and a schedule of accounts payable. 

1.     Go to www.cengage.com/login 

2. Click on AA Online to access. 

http://www.cengage.com/login


3. Go to the online assignment and follow the instructions. 

Accounting for Transactions Using a General Journal: Apply Your Understanding: Challenge Problem 

11-C Challenge Problem: Journalizing Business Transactions LO2, 6 

The general journal for Discount Warehouse is given in the Working Papers. 

Instructions: 

Using the current year, journalize the following transactions on page 10 of a general journal. Source 

documents are abbreviated as follows: memorandum, M; debit memorandum, DM; credit 

memorandum, CM. 

Transactions: 

Oct. 2. Returned office supplies purchased on account from Best Office Supply, $122.00. 

DM46. 

6. Learned that a purchase of merchandise on account from Harris Industries was incorrectly 

charged to the account of Hall Corporation, $5,463.00. M249. 

12. Opened a box of store supplies from Display Warehouse, only to discover that the items 

were defective. Display Warehouse asked that the goods, costing $425.00, be destroyed. 

DM47. 

17. Found that the transaction to record the declaration of dividends was recorded as an 

$8,000.00 debit to Dividends Payable and a credit to Dividends. M250. 

21. Received a call from Columbus College stating it did not receive credit for $25.20 of sales 

tax on CM89 for $420.00. Columbus College, a for-profit business, is not exempt from sales 

tax. CM92. 

24. Credit memorandum 88 for $327.00 was incorrectly recorded as a credit to the account of 

Aaron Company. The memorandum should have been recorded as a credit to the account of 

Ashton Corporation. M251. 



1.     Journalize and post sales returns in the Credit Memos window. 

2. Journalize and post purchase returns in the Vendor Credit Memos window. 

3. Print the sales journal, cash receipts journal and purchase journal. 

4. Print the vendor ledgers and the customer ledgers. 

1.     Journalize and post sales returns in the Create Credit Memos/Refunds window. 

2. Journalize and post purchase returns in the Enter Bills window. 

3. From the menu bar, select Reports; Accountant & Taxes, Journal. 

4. Make the selections to print the October 1-31, 2011 journal.  

  

Accounting for Transactions Using a General Journal: 21st Century Skills 

  

 

Balancing Returns 

Theme: Financial, Economic, Business, and Entrepreneurial Literacy 

Skills: Creativity and Innovation, Problem Solving and Critical Thinking, Information Literacy 

It's the wrong size. It's a duplicate gift. It's an ugly color. Merchandise is returned for many reasons. 

Billions of dollars worth of goods are returned to retailers each year. Many returns are for legitimate 

reasons. However, thieves may produce fake receipts. They may switch price tags. Thieves may 

steal merchandise and then return it for a cash refund. Fraudulent sales returns cost retailers an 

estimated $10 billion per year. 

To reduce the number of fraudulent sales returns, businesses try to create returns policies that 

encourage customer loyalty and discourage dishonesty. 

Application 

1. Using the Internet, compare and contrast the returns policies for five retailers. 

2. Why do you think some retailers include a restocking fee for items such as electronics? 

3. Assume you are a small business owner. Write your own returns policy. Be sure to include policies 

that involve lack of sales receipts, returns of electronics, and time limitations. 



Accounting for Transactions Using a General Journal: Auditing for Errors 

LaDonna Smith has just completed posting sales and cash receipts transactions to the general and 

subsidiary ledgers. According to the company's internal control procedures, you are assigned the task 

of checking her work. 

Review and Answer 

Three accounts receivable ledger accounts are shown below and to the right. Assume that the 

posting references and the amounts are correct. From your knowledge of transactions that impact the 

accounts receivable ledger, determine if any of the amounts are recorded in the wrong column. List 

any incorrect amounts and 

calculate new ending balances for 

the accounts. 

  

 

 

Accounting for 

Transactions 

Using a General 

Journal: Analyzing 

Nike's Financial 

Statements 

Graphics are an effective way to communicate financial information. A stacked column chart is 

especially useful to present income statement data. The chart can show trends in sales, expenses, 

and net income for multiple fiscal years. 

Instructions 

1. Prepare an electronic spreadsheet containing information from Nike's Consolidated 

Statements of Income on page B-5 in Appendix B. (Use a sheet of paper if spreadsheet 

software is not available.) Enter the following headings in the first column:  Row 2: Cost of sales  

Row 3: Total expenses Row 4: Income taxes Row 5: Net income 

2. Across the first row, beginning in the second column, enter the years 2011 to 2009. 



3. Enter the data from the Consolidated Statements of Income. For total expenses, add the six 

amounts from Total selling and administrative expense through Other (Income), net. 

4. Prepare a stacked column chart of the data. 

5. What does the top of each column represent? 

 


