SALES AND PURCHASE TRANSACTIONS
 (Gross Method for Recording Sales and Purchases, Perpetual Inventory System)
1. On March 1 Science Education Supplies, Inc., receives an invoice from one of its vendors, Chemistry Lab Manufacturing Corporation, for the purchases of 2,000 packages of test tubes at a  price of $3.00 per package .  Credit terms were 2/10, n/30.  Science Education Supplies, Inc. always pays its bills within the discount period.  The Chemistry Lab Manufacturing Corporation pays the $ 70 freight charge.  
· Chemistry Lab Manufacturing Corporation’s cost to manufacture these packages of 3 test tubes is 80 cents.  
Chemistry Lab Manufacturing Corporation (seller)
	Accounts Receivable – Science Education Supplies, Inc.
	6,000
	

	     Sales
	
	6,000


	Cost of Goods Sold
	1,600
	

	     Merchandise Inventory
	
	1,600


	Freight-out or Delivery Expense
	70
	

	       Cash
	
	170


Science Education Supplies, Inc.(buyer)
	Merchandise Inventory or Purchases
	6,000
	

	     Accounts Payable to Chemistry Lab Manufacturing Corp.
	
	6,000


2. On March 3, Science Education Supplies, Inc. returns 20 defective test tube packages and receives a credit to its account.  Chemistry Lab Manufacturing uses a Defective Merchandise Inventory account for returned damaged goods.
Science Education Supplies, Inc.(buyer)
	Accounts Payable
	60
	

	     Merchandise Inventory or Purchase Returns
	
	60


Chemistry Lab Manufacturing Corporation (seller)
	Sales Returns – defective goods
	60
	

	     Accounts Receivable – Science Education Supplies, Inc.
	
	60


	Defective Merchandise Inventory
	16
	

	     Cost of Goods Sold
	
	16


3. On March 9, Science Education Supplies, Inc sends a check to Chemistry Lab Manufacturing Corporation for the balance due on the account.

Science Education Supplies, Inc. (buyer)
	Accounts Payable  (6,000 – 60)
	5,940.00
	

	     Merchandise Inventory or Purchase Discounts  (5,490 x .02)
	
	118.80

	     Cash                              (5,940 x .98)
	
	5.821.20


Chemistry Lab Manufacturing Corporation (seller)
	Cash       (5,940 x .98)          
	5,821.20
	

	Sales Discounts      (5,940 x .02)
	118.80
	

	    Accounts Receivable   (6,000 – 60)
	
	5,940.00


