Problem 6.4B
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Accounts Payable (Whosa Industries)

Cash

2744

Purchase Discounts Taken

[To record payment of 52,800 invoice within the discount
period: 2% purchase discount taken]
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(b) Preparing Journal Entries:

(1) et Cost
Debit | Credit
Date | Account details
) )
6-Apr | Accounts Payable (Whosa Industries) 2744
Purchase Discounts Lost 56
Cash 2,800

[To record payment of invoice after expiration of the discount
period]
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(2) Gross invaice price

Date | Account details Debit ($) | Credit (5)
6-Apr | Accounts Payable (Mitsu Industries) | 2.800
Cash 2,800

[To made payment of invoice after
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(c) The net cost method values the ending inventory at net cost, where as gross cost method
‘shows this inventory at gross invoice price. Both the net cost and gross price methods are
widely used and produce substantially the same results in financial statements. A
shortcoming of the gross price method as compared to the net cost method for valuing
inventory is that it does not direct management's attention to discounts lost. By record
inventory with the net cost method, management can highiight the success of their
purchasing effots to obtain the lowest possible costs for purchased inventory.

Thus, the net cost method provides the most useful information in evaluation the eficiency of
Mary's bill-paying procedures
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(a) Preparing Journal Entries:

(1) et Cost:

Date | Account details Debit
)

6Mar [ Inventory 2744

Accounts Payable (Whosa Industries)

2744

[Purchased  televisions from Whosa Industries net cost of
5343 (5350 * 2% discount)]
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Cash 600
Mar | %
Sales 600
[Sold 2 televisions fr cash $600]
1t-
Cost of Goods Sold 686
Mar
Inventory 686

[To record cost of goods sold]
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Jun

Accounts Payable (Whosa Industries)

2744

Cash

2744

[Paid account payable]
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(2) Gross invaice price

Debit | Credit
Date | Account details
) )
6-Mar |Inventory 2,800
Accounts Payable (Whosa Industries) 2,800

[Purchased  televisions from Mitsu Industries ($350 each)]
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| casn

600

Sales

600

[Sold 2 television for cash 5600]
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Cost of Goods Sold

700

Inventory

700

[To record cost of goods sold]





