Practice Purchasing Merchandise

On September 4, New Idea Company buys merchandise on account from Junot Company for $1,500, terms 2/10, n/30, FOB shipping point. The correct company pays freight charges of $75 on September 5. On September 8, New Idea Company returns $200 of the merchandise to Junot Company. On September 14, New Idea Company pays the total amount owing. Record the transactions on New Idea Company's books.

Action Plan
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Purchases of goods for resale are recorded in the asset account Merchandise Inventory.
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Examine freight terms to determine which company pays the freight charges.
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Freight charges paid by the purchaser increase the cost of the merchandise inventory.
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The Merchandise Inventory account is reduced by the cost of merchandise returned.
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Calculate purchase discounts using the net amount owing.

[image: image12.png]



[image: image13.png]


 

Reduce the Merchandise Inventory account by the amount of the purchase discount.



	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 

	 
	 
	 
	 


